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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 
For the Senate 
Hon. David A. Croll, Chairman 


the Honourable Senators 


Carter, Inman, Thorvaldson, 

Cook, McDonald (Moosomin), Urquhart, 

Croll, McGrand, Vaillancourt—(12). 
Hastings, O’Leary (Antigonish- 

Hollett, Guysborough), 


For the House of Commons 
Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McLelland, 
Andras, Gray, Olson, 
Basford, Horner (Acadia), Otto, 
Cashin, Irvine, Ryan, 
Choquette, Leblanc (Laurier), Scott (Danforth), 
Clancy, Lefebvre, Smith, 
Code, MaclInnes, Whelan—(24). 
Crossman, Mandziuk, 

McCutcheon, 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE: 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— £3 Gres iepe 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That ‘the Joint 
Committee of the Senate and House of Commons appointed -by this House 
on March 15, 1966, to enquire into and report upon the ‘problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons, 


Extract from the Minutes of the Proceedings of the Senate, September 13,. 
1966 :— 


“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
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JOINT COMMITTEE 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 


Resolved in the affirmative.” 
J. F. MacNEILL, 


Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, November 10, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
Hollett, Inman, McGrand, O’Leary (Antigonish-Guysborough) and 
Thorvaldson.—7. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Lefebvre, MacInnis, Otto and Scott (Danforth).—6. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following was heard: 


Kellogg Company of Canada, Limited: 


Mr. Gerry D. Robinson, 
President. 


At 1.00 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
Hollett, Inman, McGrand, O’Leary (Antigonish-Guysborough) and 
Thorvaldson.—7. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Mandziuk, MacInnis and Scott (Danforth). —5 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following were heard: 


General Foods Limited: 


Mr. James W. Andrews, President. 

Mr. Marcel Poirier, Sales Manager, 
Beverage Division. 

Mr. Robert S. Hurlbut, 
Vice-President, Marketing. 


At 6.00 p.m. the Committee adjourned until Tuesday next, November 15, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 


OTTAWA, Thursday, November 10, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: I see a quorum, and I call the committee to 
order. 

Members of the committee, the Swift Canadian Co., Limited appeared 
before this committee on November 8, 1966. The evidence it presented was 
inconclusive, and not as complete as that given by the other meat packing 
companies. We require full disclosure, pertinent and meaningful. The committee 
has requested the Swift Canadian Co., Limited to appear before it again on 
November 22, 1966. 

Appearing before us this morning is the Kellogg Company of Canada 
Limited, and it is represented by its President, Mr. Gerry D. Robinson. Will you 
proceed, Mr. Robinson? 


Mr. Gerry D. Robinson, President, Kellogg Company of Canada, Limited: First 
of all, Mr. Chairman, let me apologize for not having available the French 
translation of our submission. Our submission was sent early this week for 
translation, and copies of it in French will be available tomorrow. I shall make 
sure that they are forwarded immediately to Dr. James. 

Our company employs approximately 700 to 750 people in Canada, of whom 
all except 60 are at our plant in London, Ontario. Our principal products are 
ready-to-eat cereals which we sell to customers throughout Canada, and we 
have a small but growing export business in cereals. We sell most of our cereals 
in Canada to grocery retailing organizations, and to jobbers who resell to 
retailers. All cereal products sold through these channels are sold under the 
Kellogg label. 

To produce our cereal products, we obtain raw materials, principally grain, 
packaging materials, sugar, and a number of other ingredients. Of the grains, we 
use corn, wheat, rice, and oats. Our wheat and oat requirements are purchased 
from domestic sources. Our rice requirements are purchased from a domestic 
mill, which of course must buy brown rice from sources outside of Canada. In 
1965 we purchased 73,855 bushels of wheat and 575,630 bushels of domestically 
grown corn. 115,055 hundredweight of rice was purchased from domestic millers. 

Our packing requirements are mainly paper products and aluminum foil. In 
1965 we bought 9,648 tons of paper products, as well as 284,000 pounds of 
aluminum foil, all from domestic sources. 

Our merchandise after production, packaging, and delivery to our direct 
customers is then distributed to the retail stores and placed in their cereal 
sections where consumers may if they happen to favour a ready-to-eat cereal 
product over other foods, and our cereal over competitors’, purchase our product. 
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I would like to discuss briefly the grocery business and how the Kellogg 
Company is related. The first thing that must be realized is that the nature of the 
grocery products available, and the manner in which they are made available, 
are determined in the final analysis by the demands of the consumers. 


The grocery manufacturer finds himself as a link in a chain of distribution 
from the primary producer to the eventual consumer. 


The grocery manufacturer, processor, wholesaler, and retailer hotly compete 
for the favours of the consumer. Any organization in the grocery business which 
cannot, or will not, sense and anticipate what the consumers are going to demand 
will find that the consumers whom they relied on to purchase their products or 
to patronize their store, will have shifted to other products or stores, and they 
are no longer in business. 

In this competitive setting, we can look at the changes in the grocery 
business with better understanding. Not too many years ago, stores were 
generally a great deal smaller than they are now. There were a large number of 
stores doing a substantial portion of their business in the sale of meats only, and 
there were others which sold predominantly groceries with a relatively small 
volume of meats and produce. Items which are not food were sold only in 
insignificant quantities. 

The modern supermarket presents a vastly different picture. The large 
self-service supermarket stores owned by independents, voluntary groups, co- 
operatives and chains do the largest portion of the grocery retailing business. 
The consumers’ desire for one-stop shopping has been met. The stores doing 
most of the business carry a full line of groceries, meats and produce, as wellasa 
large number of non-food items—soap, paper plates, cigarettes, kitchen utensils 
—just to name a few. The consumers’ desire for convenience has been met in 
that a large number of products which can be served with a minimum of 
preparation in the home are now being offered in the store. Manufacturers and 
retailers who have failed to provide for the changing needs of consumers have 
lost their customers and are no longer around. 


Other factors have brought about change in the grocery business. The 
increasing costs of labour as well as consumer preferences have brought about 
the self-service store to replace the one in which a clerk assembled an order. 
Rising costs of labour, transportation and other necessary elements are bringing 
about changes in the methods of grocery distribution. More products are being 
shipped by rail to distribution points where they are unloaded and moved 
relatively short distances to retail stores where they are often stocked on the 
grocery store shelves without being held in a storeroom. Rising costs and the 
need for capital for investment in facilities rather than inventory, as well as 
consumer demands for fresher products, have caused all levels of the grocery 
business to strive to reduce inventory levels so that production and retail sales 
are more closely tied together. On the other hand, consumer desires for food 
products which may be harvested only at certain times of the year have tended 
to either increase warehousing costs or, if the product is obtainable during a local 
off-season from a remote source, prices tend to be higher as a result of increased 
transportation costs. 


Increasingly strict standards of sanitation in plants, in shipping, in ware- 
housing, and in stores increase the costs of doing business. 

In the face of rising costs, the grocery trade has adopted new and improved 
methods. Despite the problem of rising costs, the average Canadian family 
spends approximately 20 per cent of its income on food, which is now lower than 
it has ever been. 

In the cereal business as with many other phases of the grocery business, we 
have been working to improve our methods and techniques. Improved ma- 
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chinery has been installed in order to hold down the increases in processing 
costs. 


By committing ourselves to buy large quantities of milled rice over a long 
period of time, we have encouraged a rice miller to build new capacity in a 
more favourable location where the transportation costs to our London plant are 
lower so we can bring rice in at a lower cost. 


Unfortunately our efforts to keep costs down have not been sufficient to 
offset the rising costs of operating our business. 


Our Company had an opportunity in November of 1958 to present a 
submission to a Royal Commission which at that time was studying the price 
spreads of food products. 


The details presented at that time covered the period 1949 through 1957. All 
of this information I am certain is available here in the records in Ottawa. With 
the Committee’s permission I should like to pick up where we left off in 1958 so 
that a complete review of our operating experiences from 1949 through 1965 will 
be a matter of record. 


The increases in our prices since 1958 are illustrated by the following table 


which shows our price of a composite eight ounce package of Kellogg’s cereals 
using 1958 as an index: 


Index’ based’ on | 'P95S24 is, AVR OST aa) oo" 100 
PODQM ENS SPS EPO OT TEE Bs PIS 102 
FOGO2 5 AAR AI OO. 96. PLO! coe. | 103 
LOGE 28 JO229 eG Pega ISOM TUS. | 103 
TOC Zi iee../ F402 39 AID BMA Sa 107 
LOGS* AP. $2993) SG, BNE ST Ba: , 110 
AGG, EL A AQ FO DAS, PAIRS INS ., 116 
1965! PES F997 AME OO ABITG 117 


As an aside, Mr. Chairman, this composite package was determined by the total 
number of pounds we shipped projected in eight-ounce packages and divided 
into the sales total for the year. 

During the same period, items of cost increased substantially. Among the 
principal items of cost in manufacturing cereals and delivering it to purchasers 
are the purchase price of grain, purchase price of packaging magerial, transpor- 
tation and wages. 

Let us deal firstly with our cost of grain. This table shows the average cost 
per hundred pounds of grain ingredients from 1958 through 1965. 


INGeEMLDASECEOM EPO GRidn.. i taey nk PILAS b She Leos 100 
EE MMIPME So 0 bye Lh her, Rin be 3 bail has de ea asad 99 
COSTS E20 RO ale ie ee eo ee eee 101 
BATU gras Biel main Ne tert eine Olimar eins 96 
UB is eee RE as th us en ce 109 
LALIT EAE aE aC Ree 2 ON TI 110 
ee Ree ee ae OE «a Shae 113 
Bs? Lia y Bs Gl ree iw Mel aoe ieee Ae aa gn Seal 9 5 P22 


It should be noted that the figures relating to our cost of grain do not represent 
the prices received by the farmer. 

The prices we pay for the grain include elevator charges, transportation, 
partial milling or processing in the case of some grains, and in some cases, 
storage. 

In addition to the increased prices that we pay for grains, a number of other 
factors contribute to our increased grain costs. Rice, which is one of our major 
grain requirements, and because of source of supply must be imported, ex- 
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perienced an increase resulting from the devaluation of the Canadian dollar 
requiring the addition of the exchange rate to our cost of rice. 

Again, Mr. Chairman, I appreciate that this goes back a number of years, 
but on the price of brown rice. This represents about 50 cents per hundredweight 
and our usage last year would represent an additional cost of about $60,000. 

Our desire to purchase as many of our raw material requirements as 
possible from Canadian sources places us in a position of paying a higher price 
for some of our raw materials. By way of example, our present day price of oat 
flour is $7.25 a hundredweight versus a comparative price from the United States 
of $6.49. 

The composite figures also include a shift in the proportionate quantities of 
each type of grain. Since 1958 consumers preference for cereal of a rice base has 
caused an increase in our needs for rice in proportion to the total needs for grain. 


The increasing proportion of our grain requirements represented by rice is 
reflected in the above table. 


There is another aspect of the price of corn which is worth mentioning now. 
To make Corn Flakes we must first remove from corn the hull and the germ 
leaving only the endosperm. The endosperm is then broken up into pieces by 
milling, the larger pieces called flaking grits being the only ones suitable for 
processing with our equipment into Corn Flakes, our largest volume cereal. 
When corn was partially dried in the field and finally dried in cribs, a reasonably 
good yield of flaking grits could be obtained from a given quantity of corn. 
Unfortunately for our purposes there has been, as a result of mechancial picking 
of corn, an increase in the kiln drying of corn. Kiln drying dries the corn kernel 
rapidly but the rapid drying results in checks or fractures forming through the 
endosperm. When the checked endosperm is milled into grits, it has a much 
greater tendency to break into small pieces and the yield of the large flaking 
frits is greatly reduced. The smaller pieces called hominy, must be sold as 
by-products at a very low price leaving the net cost of flaking grits to us 
considerably higher. Our yields of corn grits have declined and this could 
continue with expected increases in mechanical picking and kiln drying of corn. 


In this age of grocery supermakets that stock thousands of items, it is 
essential if a product is to compete successfully, that the package be attractive. 
The decision to buy or not to buy is many times influenced to a great degree by 
the appearence of the package. Attractive packaging complements the advertis- 
ing and helps to increase the volume of sales which is so necessary to keep unit 
costs and prices at a minimum. 


During the years prior to 1964, our company marketed its cereals in 


packages that were quite wide and rather thin, with this condition pretty general 
within the industry. 


Our packaging studies which are conducted on a continuing basis indicated 
that the shape and design of our packages was wrong for three very important 
reasons. First, the package being tall and rather thin would not stand up 
properly on a consumer’s breakfast table; and secondly, these packages required 
considerably more space of an already crowded grocery store’s shelf. In addition 
to this, it was determined that we were using more packaging material than was 
absolutely necessary. Realizing the undesirable nature of this type of packaging, 
our company took corrective action. 


During the days of the wider, taller packages, Kellogg’s produced nine 
cartons of different cubic content which required an inventory of nine different 
widths of carton board and nine different widths of inner bag materials. As a 
result of changes that were made, we were able to eliminate three package sizes, 


and as a result, three widths of carton board and three widths of inner bag 
materials. 
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In addition to lower inventories of packaging material, we were also able to 
better utilize our packing equipment, and the efficiencies of this equipment. 
Current studies have been developed and it is anticipated that some time during 
next year we will be able to eliminate a further two sizes, all of which will have 
their effect on keeping our packaging costs at a minimum. 

Our products which are semi-perishable, require adequate packaging pro- 
tection to guarantee that they are received on the consumer’s breakfast table in a 
fresh condition. We at Kellogg’s operate our own printing department in which 
we print, cut, and slot all of our package requirements. 


We can therefore. supply to our packing department cartons that are not 
only attractive, but cartons that are provided at an appreciably lower cost than if 
they were obtained from an outside source of supply. 


During the past few years, there have been three major factors which 
should have contributed to increased packaging costs: 


1. Increased costs of raw materials from our supplier. 

2. A change from a sulphite inner bag material to a laminated material 
which was absolutely necessary in order to preserve the freshness of 
our product. 

3. Increased usage of aluminum foil inner bag material for our pre- 
sweetened products which have proven to be the fastest growing 
segment of the total ready-to-eat cereal industry. 


Our cost of packaging materials as a percentage of our gross sales during 
this period decreased as follows, and we suggest indicates the success we have 
had in actually reducing our costs. 


1953! sie. taonnd~ youat att 1o.taamiase. bo. Lh. 9f 
DSO ing es crx spel « reba aay DTC DO SRET LVS 2, 0 aS» 12.07 
DOOR hehe ie eyo Ret Scleta sa MOE siei Wino’ wid 4 56s 11.67 
BO ie ites Sing ie ata Sk gs 8 Ue 
TST OP AUTO TR come aces ata ralrm hl tee, yore dat Bil, As iat igs 11.39 
La G. bi c eee es Deter Osu 6 cin 5 ee +o ness 10.65 
TELE NIRS Ma SRP a ado ea en spd RSS ia GERI 10.12 
DOE ort a caleba <a tetera: was tes ees 9.26 


This represents a reduction of 2.65 per cent. 

A high degree of mechanization has always been maintained in our factory 
requiring well trained and skillful. operators. Labour costs have increased 
substantially during the period. The increase in hourly wage costs (direct wages 
including overtime premiums, plus fringe benefits) during the years 19538 
through 1965 has been as follows: 


sudex thased eonunbOSS (ik. welded eee n ews meeleos 100 
HOSOT. RGR Live rped . AYO MOG.8. 103 
L960: laonan TT. Gee fh, ai. eprom AY 110 
WSL! eh Je 79.40). ota. neasa't 117 
T962ienk Jnoe sus. OX 0a. a. om 120 
19639100, IBe< Ol VReAL LO OSV 133 
OBS oda sis tier gd aheues Sibua opus i: oe 139 
19Gb, cen, exninstonmacmioca » OLARGYS 152, 


We ship our cereals for the most part by rail in carload lots to grocery retail 
chains or to grocery jobbers who resell to retailers. Oour company quotes a 
freight prepaid price to the customer and stands the cost of delivery to 
customer’s warehouse. For a carload of corn flakes delivered to a customer, be he 
in St. John’s, Newfoundland or in Victoria, British Columbia, or in London, quite 
close to our plant, the price is identical. When these shipments are invoiced, they 
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are invoiced at the gross amount and we allow one per cent cash discount 
providing payment is made within the specified period. 

This method of distribution provides fast, efficient, low cost distribution of 
our products, and with the relatively stable freight rates, our total cost of 
distribution for our products has been kept to a minimum. 

Freight Cost 


Index 

indesubased ‘on 1956) UNG ei Pe Se eee 100 
1959 Ooh BERR ea ES Hees 104 

1960. cei: aicidos mie of viegee:.3 102 

1964. i on tee eee foetal aaiae 101 

1962) acts: te. 303NG2 SSE IS 104 

1963: 438 -ieeeed< Se ieee ee 102 

1964.0 3c vane ap oaenset he ee 103 

LOGS wes 5 od see ee tee oe a hs ae LOS 


The major portion of the price increases has been made necessary by increases 
in the prices the company must pay for the same raw materials, labour and other 
items which were used in 1958. There was another factor present which also 
contributes to rising costs of the composite cereal package. A substantial portion 
of the increase in the composite price for Kellogg’s cereal was made necessary by 
demands of consumers for products containing more expensive ingredients. For 
example consumers have been selecting cereals with a higher sugar content. 
Since sugar is a more expensive ingredient than grain, the cost of raw materials 
for the composite package with a higher content of sugar will be increased. 

This ready-sweetened segment of the ready-to-eat cereal industry has and 
continues to be the fastest growing segment within the market as indicated on 
the following table: 


READY-SWEETENED CEREALS 


Total Pounds % of Total 
(000) Market 
LOD Bo ea Be daitns capiett f am ema 8 tok Sa 97157 10.6 
LO ee aie <s ca ie c ohiee tecterenin eraneane 11,486 Logs 
TOGO rihanna te a 12,198 L3m5 
1901 basin? sists. nos Bear. Ree 12,341 13.3 
19623). stud tees: Soke... 13,836 14.5 
L963 side. 28 G37. BeOe skh. eee 15,983 157 
LOG4 <1. anesrasity. Lele area o Ae 18,744 i..9 
POO ae eas 5 heise ee ene 20,506 19.2 


From a base of 9,000,000 pounds in 1958, the ready-sweetened segment 
increased to 20,500,000 pounds in 1965. Their share of the total ready-to-eat 
cereal market has increased from 10.6 per cent in 1958 to almost one-fifth of the 
total industry’s volume in 1965. We suggest that this is certainly substantial 


growth for any particular type of ready-to-eat cereal and certainly demonstrates 
a broad consumer acceptance. 


These products require more expensive ingredients and more expensive 
processing and their inclusion in the product mix tends to increase the cost of the 
product mix and the cost of the composite package. 


I should like to dwell briefly on how our company views the future of the 
ready-to-eat cereal industry, the part that it will play in the economy of the 
country, and how this might be accomplished. We know from the per capita 
consumption of ready-to-eat cereals in different countries around the world that 
there is a vast opportunity for increased business in our industry. The per capita 
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consumption of ready-to-eat cereals in Australia is 7.3 pounds, in the United 
States 6.1 pounds, whereas in Canada it is 5.5 pounds. In the Province of Quebec 
per capita consumption is 3.5 pounds. This perhaps demonstrates in part the 
opportunities available to our industry and we feel suggests that many 
Canadians do not include a ready-to-eat cereal as part of their daily intake of 
food. 

We believe that never, at any other time of the day, is the body more ready, 
or more in need of nourishment, than first thing in the morning. Under normal 
conditions it has been eight hours since the system has been exposed to the 
tensions of the day’s activity or exposed to the intake of food. We suggest that 
breakfast is the important meal of the day and that a ready-to-eat cereal is an 
important part of any breakfast. We believe that our company’s potential lies in 
broadening and increasing the per capita consumption of ready-to-eat cereal. 

This is not only important to those of us in the ready-to-eat cereal industry, 
but equally as important to the primary producers, in that by increased 
consumption we can utilize greater quantities of cereal grains that are grown by 
the producer. Growth by our industry will make possible greater usage of other 
raw materials, manpower, and other services that go into the manufacture and 
sale of our type of product. 


Ready-to-eat cereals are in constant competition with bacon, with eggs, 
pancakes, sweet rolls, and a recent addition to the Canadian market, an instant 
or a minute breakfast, for a consumer interest and a place at their breakfast 
table. We might also say we are in competition with another very strong com- 
petitor, that being an extra ten minutes in bed in the morning, whereby insuffi- 
cient time permits only the intake of perhaps a cup of coffee rather than a well- 
balanced breakfast. We suggest that every man, woman, and child in the country 
could work better, think better, and play harder if they were to start their day 
with a well balanced breakfast. How, then, is the ready-to-eat cereal industry to 
compete with all of these powerful forces? 


We suggest one way is to produce top quality products at a price that is 
within the consumers limitations and one which obtains consumer acceptance. 
We know there is a need for the introduction of new types and new flavours 
which might possibly influence some of those who do not include a ready-to-eat 
cereal as part of their daily diet, to do so. Our research and development 
department are continually working with different combinations of grains and 
flavours in order to develop these new products. When such a product has been 
developed and before equipment to manufacture is acquired, it is absolutely 
essential that we test the reaction of the consumers. 


A number of consumer research organizations are available for our use. 
Samples of the actual product in a plain carton along with a questionnaire are 
distributed to a given number of households who are asked their opinion of this 
new product to determine if they would purchase such a product if it were 
available. Should the results of this research be positive, it is then necessary to 
determine what volume might be expected from this product based on present 
day market conditions. 


We feel we should explain our attitude on package sizes at this point. When 
we bring out a new product we first market it in a package size which contains 
enough product to give the family a chance to find out if they like the product, 
but at the same time it must not be so large that people are unwilling to try it. 
We can also achieve packing line and packing material efficiencies which | 
mentioned before if we pack it in a package of the same dimension as is used 
products already in the market. 

Consumer needs vary widely in the amount of cereal they require to satisfy 
this need. A single person or a married couple may prefer the smallest family 
size package, while a larger family prefer the larger size package. People who 
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live in the damper climates prefer smaller packages which are eaten quickly 
after being opened. To justify more than one package size for any given product 
it must serve the needs of a particular group of consumers. 

If a product is a success, we believe we can better serve the consumers by 
making another size available. This is only possible if a second size can be made 
available without loss of production or distribution efficiency. We believe that a 
product must represent between 1.5 and 2 per cent of the cereal market before a 
second is considered, and to put that into perspective this would be between 13 
million and 2 million pounds. By taking advantage of the efficiencies of the larger 
package, the product in these larger sizes is available not only to satisfy the 
consumer need but can be provided at a somewhat lower price per ounce of 
cereal. Then if the product is really a success a third size is made available again 
at a lower price per ounce. We believe that a third size should not be added 
unless a product represents at least 5 per cent of the market. Generally, when 
finalizing the selling price we must consider a number of factors. Is the product 
priced at a reasonable level. Do we see reasonable turnover possibilities. Does 
the cost of materials and manufacture present this product as an eventual profit 
producer over an extended marketing experience. 

We suggest that an adequate, informative, and factual advertising and 
promotion program plays an important role. A packaged goods business, such as 
Kellogg’s, depends on a completely integrated process of manufacturing, dis- 
tributing and selling of low unit-cost products to millions of people. 

In such a business, the whole key to volume manufacture, and hence to 
low-cost manufacture, is to keep the stream of goods moving off the grocers’ 
shelves and into the hands of the consumers every day in the year. The decision 
to buy, or not to buy, Kellogg’s product is made thousands of times each day by 
thousands of people in hundreds of stores. If these thousands are not continuous- 
ly reminded and persuaded to buy Kellogg’s products, volume falls off and unit 
costs increase. The principal means for such mass persuasion is advertising. This 
is particularly true in the case of an institution such as Kellogg’s, which sells to 
the entire country, and where low costs are dependent upon continuous mainte- 
nance of volume production. 

Accordingly, in order to increase volume and reduce unit-costs, Kellogg has 
from the beginning extensively advertised and promoted the sale of its cereal 
products through advertising in daily and weekly newspapers and in nationally 
circularized magazines throughout the country. In recent years a substantial 
amount of advertising of Kellogg products has been made over radio and 
television broadcasts, both by spot announcements and programs. The costs of 
advertising are continuously increasing, along with the costs of other things 
which the company buys. 

This chart indicates the increased price of advertising that faces all advertis- 
ers in the country. 


INCREASED COST MEDIA—CANADA 
USING 1958 AS BASE OF 100% 


Print 

Te Newsp. Wknd. Supp. Magazine Radio 
1958 100 100 100 100 100 
1959 95 107 100 100 106 
1960 100 109 111 101 108 
1961 Tro 17 124 102 Vie 
1962 121 LES 124 103 114 
1963 125 118 124 98 122 
1964 133 119 128 102 125 


1965 139 125 133 109 130 
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The indication here is that our cost of television has increased about 39 per cent 
since 1958; newspapers have increased 25 per cent and radio has gone up 30 per 
cent, 


Let me digress for a moment and take you back to the early years of the 
ready-to-eat cereal business when it was considered that ready-to-eat cereals 
were really a ready-to-eat warm weather or summertime breakfast cereal. This 
had the effect of heaping up business in the middle five or six months of the 
—namely April through September. From October through the end of March, 
our factory was practically idle. This meant that the April—September period 
had to carry all of the fixed expense for the entire year. 


It was also difficult to retain a well trained staff as we had long periods of 
lay-off. From one-half to two-thirds of our people were laid off in October and 
did not return to work until April the following year. 


In the mid 1930’s a new promotional and advertising plan was introduced. 
We began using both adult and juvenile premiums during the cold weather 
periods backed by advertising and store display material. The results were 
almost immediate, and by 1941 we had levelled out our shipments to a 
year-round business. 


Perhaps this chart will illustrate the point that I have been trying to make. 


1936_ 1956 1965 
Firettquariare ts, ct 2) eet LTS 25.1% 25.3% 
second quarter wey 33.6 27.4 26.6 
Third querter® WO Fae wie. 8. 43.9 26.8 26.6 
POUT uakeer TMi SHES. 7.4 20.7 220 


You will note that in 1936, 77.5 per cent of our business was done during the 
second and third quarter leaving only 22.5 per cent for the other six months of 
the year. In 1965, 53.2 per cent of our business was done in the second and third 
quarter with 46.8 per cent of our business represented in the other six months. 
This even flow of business has permitted greater utilization of our production 
facilities during each month of the year and has been a major factor in keeping 
down the selling price of our products. 

Our promotional activity has varied in form over the years, and we 
currently use four basic types of promotion: self liquidating premiums, package 
inserts, contests, and coupons. 

Self-liquidating premiums are those that are offered to consumer for a given 
number of box tops and an amount of cash. Manufacturers of this type of 
product are continually developing new ideas and present them to manufactur- 
ers for their possible use. These items are presented to the manufacturer at a 
price which includes the cost of the item, cost of packaging, handling and mailing 
to place these premiums in the hands of the consumers. We as manufacturers, do 
not handle the distribution of the premiums but rather they are handled by a 
premium supply house. The manufacturer does not receive the cash. Our only 
involvement is to see that the consumer receives statisfaction. 

Package inserts, typically a plastic toy or an edible type of premium used in 
cereal packages, are generally directed to the juveniles. Experience has shown 
that a product supported by this type of promotional activity does respond. The 
total cost of package inserts used by our company in 1965 when related to the 
total number of packages that were sold during the year, would represent only 
one-tenth of one cent per package and would certainly not reflect in the selling 
price of our product. 

Our company uses consumer contests as part of their promotion program 
whereby a customer can win a given prize by entering the contest. The prizes 
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involved with our contests are generally provided to us at no cost by the 
manufacturer of the item that is to be given away. The only cost that is 
experienced by our Company is a minimal charge to cover the judging of the 
contest, always handled by an independent judging organization. 

We make some use of coupons in our business, either in a newspaper mailed 
direct to the household, or included in one of our cereal packages. Coupon 
promotions have a two-fold purpose. First they provide a means of sampling a 
product and, perhaps as importantly, provide a price incentive on a particular 
product during a specified period. 

The formulating of an effective advertising and promotion program has 
become a highly skilled profession. I do not refer here to the copy that is being 
used, but more particularly to the weight of advertising that is necessary. 

The skills of highly trained advertising people as well as people knowledge- 
able in the aspects of marketing combine their talents to provide an advertising 
program that will make possible some of the objectives we have talked about 
earlier, and do this with a minimum of cost. Our ratio of advertising and 
promotion costs to gross dollar sales is illustrated in the following table: 


OD he unecs 5 Wee iy Pens ane eee tris. + eae eee 13.41 
1959 ABU A SOE, OE Se ee 8 tr 15.91 
LOGO. 4a Sens Salone La ieee Sige. Giana Ee 14.43 
TOG. ccc see he drtue swede Waleagnas teenies or atl heuer 14.57 
TOG 2 Pee tes nyt tare ee Se a whet vere oe 19.36 
TOCOS:. 3c. RUM RP Shane tee oct Sahat oeerena rence 13.89 
LOGS.” 5 RNR cae wih sis ease Rete ote ogee enue eee Oh 14.39 
1 ahs aes, ho eee NP as REMMI Ye eg cae car Pa 14.17 


Now, while this fluctuates from year to year, our company operates in the 
134 to 144 area for our total advertising and promotional expense. 

We have illustrated thus far what changes have taken place in our prices. 
We have reviewed the increased costs of labour and the increased costs of some 
raw materials. We have reviewed our packaging costs, our cost of transportation, 
and our cost of advertising. All of these costs involved in operating a business 
represent the difference between our total dollar sales and our resulting profits. 
Profit on all of our cereal has not contributed to increases, although it has 
fluctuated considerably during the period. The ratio of profits is lower in 1965 
than it was in 1958 as indicated in the following table: 


Index based on TOSR 588830) Lee eS: 100 
RO5SONS. 2A9R< WSO Boa Sa. ye 82 
1960s. ote... AL eh, 92 
196in 34, inc. Jali ea! Jo d200.88 ree 
1962 2ank oc!) lo seed. oh Aa 46 
POGSHiad ae eRe eld. ARS 87 
1964- esol IRIE OE. 87 
19652 2pvio>s. Fee weeee on) Jai. 95 


In August 1964, the Kellogg Company found it necessary to effect an increase 
in the selling price of their products, and there was no further increase in the 
selling price to our customers until September 1, 1966, and as a result did not 
contribute to increased food prices during the critical period 1965 through to 
mid-year 1966. 

During the first nine months of 1966, versus same period in 1965, Kellogg 


Company dollar sales have increased 10.5 per cent while profits have declined 9.6 
per cent. 
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In conclusion I would like to say that all levels of the grocery industry have 
been faced with rising costs. These rising costs have forced manufacturers to 
seek more efficient ways of manufacturing and distributing food products in an 
attempt to offset these rising costs. All phases of the grocery industry recognize 
their responsibility to the consuming public and continue in their efforts to 
provide food products of quality, good service, and at a reasonable price. Their 
co-operative effort has made it possible for the average Canadian family to 
obtain their food requirements for approximately 20 per cent of their income 
which is the lowest that it has ever been. 

Now, Mr. Chairman, I have included in the last page of our submission a 
corporate history of our company from 1958 through 1965, and I would like to go 
down through each of these separate items and describe to the committee just 
what costs are involved in each of these headings. 

I have indicated that we pay one per cent cash discount, and that is true. 
Some of our customers do not take advantage of this, and as a result there are 
three figures I would like to add in that are not there already. .92 is the 
percentage of the gross dollar sales for cash discounts. This is accounted for by 
the fact that all our customers do not take advantage of our cash discount. 

“Volume Incentives, Free Goods and Allowances’’—this is the total percent- 
age of gross sales provided on an equitable basis to a direct purchaser. That 
figure for 1965 is 2.58 per cent. 

“TWnsalable Goods’”—our company adheres to a very strict freshness control 
policy and each of our packages is coded with the date and the month that the 
product is made. For example a wheat product has a tendency to become 
unsaleable far more quickly than a corn product. Our salesmen are continually 
watching this in the stores and where there is a question about the freshness or 
quality of a product it is picked up and destroyed. Then there are damaged 
goods, damaged going out from our plant or from there to the stores and this 
represents .17 per cent of our gross sales. 

“Grain Ingredients’ ,—this should read “Grain and Other Ingredients” and it 
includes all the raw material used in the production of a product with the 
exception of packaging material. The item for costs of “Packing Materials” 
includes cartons and liner material and shipping cases. 

‘Manufacturing Wages, Salaries and Fringe’—this covers wages, major 
fringe benefits, etc., of our hourly and salaried factory employees. “Other 
Manufacturing Costs” includes depreciation, maintenance and repair, taxes, fuel, 
light, water and power, supplies, sanitation, technical services, etc. 

Our “Outbound Freight” includes all the freight costs to deliver our 
products to our customers and in the case of our pool cars a distribution charge 
in involved. 

“Advertising & Promotion Costs’—all advertising, television, print and 
radio, display material in stores, restaurant dispensers, consumer and institu- 
tional recipe service, home economic services, package inserts, coupon costs and 
redemptions are included here. 

Our “Selling Expenses” cover total costs of our salesmen’s salaries and 
travelling costs, branch office rentals, salaries of the office ladies, stationery, and 
all salaries of our head office sales, marketing and clerical staff. 

Our “Administrative & General” expenses includes the salary of all remain- 
ing administrative and general office staff, computer rental, office supplies, legal 
expenses and donations. 

Co-Chairman Senator CROLL: Mr. Urie. 

Mr. UrRIE: Mr. Robinson, I wonder if I might review with you the statement 
you have just gone over with us. Other witnesses before us have been asked to 
provide dollar sales, and I wonder do you have those figures in dollars for your 
gross sales during the period 1958-1965. 

25157—2 
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Mr. Rosinson: I do not. I can supply you with the figures for 1964 and 1965 
only. 

Mr. Urte: Can you give us 1964 and 1965 now and supply the others later? 

Mr. Rosinson: May I ask a question? The information being asked for, will 
we receive a written request for this or shall I keep a note of it here? 

Co-Chairman Senator CROLL: We will request it, but you also keep a note of 
it. 

Mr. Roprnson: Our gross dollar sales for 1964 were $25,845,000, and for 1965 
they were $26,600,000. 

Mr. Urie: Thank you. Now if I might just take you to your various cost 
items and point out that since 1958 in some cases and later years in others all of 
your costs have gone down. Let us look, for example, at 1963 for your grain 
ingredients, or as you said it yourself, grain and other ingredients, and your costs 
in that year were 21.55. If I am wrong in any of this, correct me. In 1963 the 
percentage grain and other ingredient cost was 21.55 and in 1965 it was 20.32. 
The cost of packing materials has gone down from 11.91 in 1958 to 9.26 in 1965. 
Apparently your manufacturing wages, salaries and fringe benefits achieved a 
higher percentage in 1962 when they represented 17.03 but now represent 14.21. 
That also shows a reduction. In “Other Manufacturing Costs” you seem to have 
achieved a higher level in 1962 at 7.31 per cent. Similarly with all other items 
with the exception of advertising and promotion costs. 

Can you explain to members of the committee how these reductions have 
been achieved? Was it as a result in part, at least, of your increased advertising 
promotion, to which I shall return in a moment, or are there other factors 
involved? 

Mr. Rosinson: There are a number of factors involved. We feel the success 
of our advertising and promotion efforts over the years has made it possible for 
us to increase our business, and as a result to contain some of these costs that 
might otherwise have got away from us. You refer to grain and other ingredients 
being lower in 1965 than in 1963. This is certainly true and I would suggest— 

Mr. URigE: They were not very different from what they were in 1958. 

Mr. RoBINSON: They are higher than they were in 1958. 1963 and 1964 are 
higher. Those were very tough years for sugar prices, and I think the increase 
experienced in those years would basically be as a result of that. 

Mr. UrIE: What about the other items, Mr. Robinson? Would it be correct to 
say, Mr. Robinson, that your volume incentives, free goods and allowances are 
given for purposes of encouraging your customers to promote the sales of your 
products? 

Mr. Rostnson: I think that would be a fair appraisal, yes. 

Mr. URIE: In so doing, in giving these incentives, do they, in fact, contribute 
to a lower ultimate price to the consumer, from your personal knowledge or 
from the research facilities available to you? 

Mr. ROBINSON: I would say, ‘“‘Yes’”—and let me expand on this a little. 

In our business—as I am sure it is in any—one of the greatest problems we 
have is communication; and I guess that is true right through our business. 
Communication to our own people sometimes seems difficult. I think here of the 
opportunities that are available to a manufacturer by being able to communicate 
to a large number of retail stores by their salesmen making a contact with one 
person. For instance, these co-operative displays that we speak of. I do not know 
what it would represent in dollars and cents if we had to have salesmen trying to 
cover the thousands of stores involved. I cannot frankly tell you how many men 


it would take to do this, but by the methods we use we are able to communicate 
quite clearly with the stores. 
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You asked: Does it help the consumers? To that I would say, “‘Yes.”’ In our 
business we have one real problem. Let me perhaps set the stage for this, Mr. 
Urie. Many years back, when I was a youngster, our groceries were purchased 
pretty much on a daily basis. You would come home from school and be sent off 
to the corner store to buy this, that or the other that might be necessary for the 
preparation of an evening meal. I suggest this has been long gone. From my own 
experience I make one trip on a weekend, Friday or Saturday, at which time I 
purchase the requirements I feel are necessary for my family. When I was a 
youngster there was an icebox in the kitchen which would not store the type of 
products that need to be stored now. Now we have refrigerators. I think these 
shopping habits have changed; and, of course, everyone in our business would 
probably substantiate this. The greatest problem manufacturers have is the 
providing of adequate merchandise at the retail level at the time the consumer is 
wanting to purchase it. I am talking about the “out of stock” that exists on a 
given commodity. Some items and package size you want are not available. We 
know from research given to us that, certainly, if an 8-ounce package of 
cornflakes is not available for your purchase you might—say I say “‘might’’—pick 
up a 12-ounce package of cornflakes or a competitive product. We know from 
the research we have available to us that 30 per cent of people will walk away 
from that shelf without a purchase at all. 

Does the store benefit? I would say yes. First, we are able to put extra 
merchandise at the retail level. It is displayed at a price lower than the average, 
or, rather, lower than the regular price. 

Perhaps I might demonstrate that with some of the grocery tear sheets we 
have sent to us by our salesmen. Here is one from the Sobey stores in the 
Maritimes, from our salesman in Truro, Nova Scotia. They list Kellogg’s 
cornflakes and Rice Krispies, mix-or-match price three for $1; this saves the 
consumer 14 cents. Here is another, from the I.G.A. stores in Halifax, 16-ounce 
cornflakes, 35 cents; and the regular price is 43 cents. Dominion Stores in 
Toronto, cornflakes at a special price. Loblaw’s, cornflakes the same way. 
Winnipeg, Tom Boy Stores, 12-ounce Kellogg’s cornflakes, two for 59; this would 
be a regular 66 cents purchase. 


Mr. Uris: These are all available at a lower price, you state, because of the 
fact you have the free goods, allowances and volume incentives, and so on, which 
come to a total of something like 2.58 per cent of gross sales? 

Mr. RosInson: I would think this contributes to it, certainly. 

Mr. URIE: Would it be fair for the members of this committee, in determin- 
ing what the total cost of the promotion of your products is, to add the 2.58 per 
cent to the 14.17 per cent which is listed as your percentage of gross sales for 
advertising and promotion costs? 

Mr. RoBINnson: We sort these out. We consider these promotion expenses as 
an in-store promotion expense, whereas our regular advertising and promotion 
expenses are beamed entirely at the consumer. 

Mr. Otto: And the packaging? 

Mr. URIE: No, that is 9.26 per cent. 

Mr. Otto: What portion of that is again advertising promotion? 

Mr. Urie: Could you answer that question, please? 

Mr. Rospinson: Could I have the question again, please? 

Mr. Otto: What portion of the packaging cost of 9.26 per cent could also be 
added to your promotion and advertising costs? 

Mr. RoBINSOoN: This is simply the packaging material cost. This is the carton 
board we purchase to manufacture our own cartons, the inner bag material and 


cases we ship out. This is the 9.26 per cent of our sales that is listed here. 
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Mr. Urte: If I could go back to the question as I put it, for one moment. 
Would not it be fair to say that no matter at whom the promotion is directed, the 
total cost of promotion which must be included as an item of cost in your 
determination of prices you sell to your customers at would be a total of 2.58 per 
cent for volume incentives, free goods and allowances, plus 14.17 per cent for 
advertising and promotion, and an indeterminate amount for the advertising 
effects of an attractive package? 

Mr. Ropinson: I would not think so. These two areas are designed to do 
basically different jobs. 

Mr. Uri: I realize that, but no matter what they are designed for, they do in 
fact add to the total cost of the package, the total of the two—namely, 17.84 per 
cent—is that not true. 

Mr. Ropinson: I would say the total of promotion certainly adds to our total 
cost of the package and our manufacturing or cost of doing business. 

Mr. UrtE: Bearing in mind your costs in just two of these have gone up and 
the costs in all other items have gone down, what is your comment with respect 
to the fact that since 1958—-which was the highest year for net profit your 
company has shown on this history—until 1965, when your net profit before 
taxes was 23.28 per cent, as I see it, and after taxes 11.31 per cent—may I have 
your comments on the fact that all costs, apparently, have declined as a 
percentage of gross, with the exception of advertising and promotion, which have 
risen as a percentage of the gross? Your net profits, in the meantime, have risen. 
What comments have you to make on that analysis of your financial statement? 

Mr. Rospinson: In our comparisons we have used 1958—which you suggested 
is the highest figure, other than 1965, as it appears here, and certainly, in this 
particular period, this is true; but 11.81 per cent is not necessarily the highest 
profit ratio that has been made in years past. 

Mr. URIE: But your net profit, before taxes, last year was the highest it has 
been since 1958—namely 23.28 per cent and, after taxes, 11.31 per cent. That is 
for the purpose of the record. 

Before I leave you, I would like to ask one or two questions about the 
corporate structure. I know many others will be asking many questions I would 
like to ask about advertising, so I will leave that for the moment. 

Mr. Robinson, I take it your company is a wholly-owned subsidiary of your 
American parent? 

Mr. ROBINSON: Yes, we are a wholly-owned subsidiary of the Kellogg 
Company in Battle Creek, Michigan. 

Mr. UriIE: Do your gross sales and net profit figures appear as part of their 
consolidated figures in their published balance sheets and financial statements? 

Mr. ROBINSON: Yes, they do. 

Mr. URIE: Would it be possible for you to tell the committee from memory 
the total amount of sales of your parent company in the year 1965? 

Mr. ROBINSON: Our world-wide company experienced sales of $366 million. 

Mr. URIE: I see; and what was the net profit derived from those sales? 

Mr. ROBINSON: $35,248,000: 

Mr. URIE: What does that work out to as a percentage? It is about 10 per 
cent or a little under, is it not? 

Mr. ROBINSON: Yes. 
| Mr. URI: Presumably a great many of the research facilities which are 
available in your parent organization are made available to your company? 

Mr. RoBINson: Certainly: k 
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Mr. UrrE: And advertising—spill-over advertising, or whatever you wish to 
term it? 

Mr. ROBINSON: Yes. 

Mr. URIE: Do you pay anything to your parent company for any administra- 
tion or licensing, or anything of this nature? 

Mr. RoBINSON: Yes, we do. 

Mr. URtrE: Is that calculated as a percentage of sales, or is it a flat fee, or how 
is it calculated? 7 

Mr. RosInson: It is a percentage of our net sales dollar. 

Mr. URIE: In 1964 and 1965 what sums of money did you pay to your 
parent company for these various items, and what were those items? 

Mr. ROBINSON: I cannot give you the exact dollars, but it was 1 per cent of 
our net sales dollar which was provided for research. That amount can be 
calculated. 

Mr. URIE: That would be 1 per cent of $26,600,000? | 

Mr. ROBINSON: No, of the net sales. 

Mr. URIE: You have to calculate the net sales, and then take 1 per cent of 
that figure? 

Mr. RoBINson: That is correct. 

Mr. UrRIE: That would be roughly $200,000? My colleague informs me that 
it is roughly $240,000. 

Mr. Rospinson: That is what the slide rule tell us, sir. 

Mr. URIE: Those were the fees that you paid to your parent company 
exclusive of dividends which might have been directed to them arising out of the 
net profits that you derived from sales? 

Mr. RoBINSON: Correct. 

Senator THORVALDSON: What was that figure again? 

Mr. URiIE: $240,000 approximately in 1965. Does your company in Canada 
own any subsidiaries, either wholly or partially? 

Mr. RoBINSOoN: No, sir, we do not. 

Mr. URIE: Do you have any interest in any primary producers of wholesal- 
ers, or chain stores or any retail outlets of any kind? 

Mr. Rosinson: No, sir. 

Mr. URIE: Do you have any interest in any advertising agencies, radio 
station, television stations or anything of that nature? 

Mr. ROBINSON: No, we do not. 

Mr. URIE: Those are all my questions for the moment, Mr. Chairman. 

Mr. ALLMAND: Mr. Robinson, with respect to the item ‘‘Grain Ingredients” in 
your table I wonder if you could give us a breakdown as to how much of that is 
actually grain that you buy before processing, and how much is processing. 
When you described the production of corn flakes you described a rather 
complicated process whereby you finally get the grits and so forth. I would like 
to know what the actual grain cost is, and how much the processing of the grain 
costs. Can you give us that information? I think your grain ingredients in 1965 
amounted to 20.32 per cent, and that includes the grain after processing; is that 
correct? 

Mr. ROBINSON: This is just the cost of the material. It does not include the 
processing. 

Mr. ALLMAND: It does not include the processing? 

Mr. RoBINSoN: It does not include processing. 
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Mr. ALLMAND: Where do you have the processing in here? Under what item 
is the processing? 

Mr. Roprnson: That would be part of our—lI trust I am correct here—other 
manufacturing costs. 

Mr. ALLMaND: I see. So, the process you described in your brief—the process 
of changing the raw corn into the processed corn flakes—would be covered under 
“Other Manufacturing Costs” for which the figures is 5.85 per cent, and the cost 
of the actual corn would be 20.32 per cent? 

Mr. Roprnson: “Grain Ingredients,” as I indicated, was improperly defined. 
It should be “Grain and Other Ingredients”. Our total ingredients are the grains, 
the sugar and the other elements we use in the manufacture of our products. 

Mr. ALtLmanp: In order to give a clear picture to the consumer, since this 
committee is supposed to have an educational effect, can you give us for an 
8-ounce package of corn flakes—which is the example you used in your 
brief—the price at which you sell that 8-ounce package of corn flakes, and then 
the price in cents of the corn, the processing, and the packaging so that we can 
see how many cents we are paying for each element in that package of corn 
flakes. Could you give us that information? 

Mr. RogInson: I do not know if I can provide it in complete detail, but I will 
attempt to answer it as best I can. 

Mr. ALLMAND: That is fine. 

Mr. Rogprnson: Let us talk about corn flakes, and this is the item I am 
talking about. I am sure everybody is familiar with this finished product. 
(indicating a small package of corn flakes) 

Mr. ALLMAND: How many ounces is in that package? 

Mr. RosInson: This has 2 of an ounce in it. I have brought this as an 
exhibit of the corn flake package. This is pretty well where it all starts. 
(Indicating a cob of corn) / 

Co-Chairman Mr. BasrorD: Not with that particular piece, I hope. 

Mr. RoBinson: You will forgive the shape of this particular ear of corn. I 
have it here purely as an example. 

Senator THORVALDSON: That does not appear to be very fresh. 

Mr. Rospinson: There is a vacant space at the back of where I live, and the 
gentleman who owns it saw fit this year to plant it in corn. I do not know 
whether he did that because I happened to live there, or in spite of that fact, 
but I have a cornfield at the back of my yard, but it is one in which I have 
no other interest except that of watching the corn. grow. 

This corn, when it comes to us, does not come on the cob as you see it here, 
but rather removed from the cob. It arrives along with pieces of wire, straw and 
other foreign material, which we first have to remove from it before we start our 
processing. This corn comes to us with a 15 per cent moisture content. 15 per 
cent of it is water for which we have just no use, and it has to be extracted 
before we can proceed. 

Let us take a bushel of corn. Perhaps I could have someone work with me on 
the arithmetic. A bushel of corn is really 56 pounds, and after we take the 15 per 
cent moisture content out of it—-which represent about 84 pounds—we are 
down to 4734 pounds of corn. I have already indicated that a good deal of the corn 
cannot be used in the production of corn flakes—the germ and the hull. If I may 
talk about the most recent period, the early part of this year, I would say that 
our yield of grits from corn was about 40 per cent. I would suggest that that is 
generally lower than the amount we normally experience, but we ran into a bad 
batch, and consequently 40 per cent was the best we could do this year. 
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We find now that we have something less than half of what we started out 
with—in fact substantially less than half; we have about 19 pounds of useable 
corn grits. The average price we are paying for corn is $1.73 a bushel. I 
appreciate that this is not the price that the farmer gets for it, but it is the price 
we pay, and that would work out to between 8 and 9 cents a pound. The present 
selling price of our corn flakes in a 16-ounce package works out to 2.04 cents per 
ounce, or about 32 cents a pound. 

I am afraid I cannot tell you what is involved in the packaging, other than to 
say that taking the corn in the grit form that we use for making corn flakes we 
must then flake it, flavour it, toast it, package it and distribute it. 

I do not know whether I have answered your question satisfactorily or not, 
but I have given you all the informaticn I have. I do not have a breakdown of 
the costs in the manufacture of corn fiakes. 

Mr. ALLMAND: I wonder if you could file with the committee a statement 
with respect to, let us say—is the 8-ounce package the one that is sold most 
often? 

Mr. Rosinson: No, it is not. 

Mr. ALLMAND: The 16-ounce package? 

Mr. RosBinson: I would say it is the 12-ounce package. There is a great shift 
going on between the three sizes. 

Mr. ALLMAND: Let us take the 12-ounce size. Can you give us a breakdown 
of the price at which you sell your 12-ounce package to the retailer, and then a 
breakdown of your costs in cents, including your profit, so that we will be able to 
see in a very simple form for how much you sell those corn flakes and how many 
cents you pay for the corn, the processing, packaging, etc. I know you have given 
this to us im another form in your table, but I think it would also be helpful to us 
in this form. 

Co-Chairman Senator CROLL: What is the cost of the contents of this 
package of corn flakes, the value of the contents alone? 

Mr. RoBINSON: You mean our value— 

Co-Chairman Senator CROLL: The cost to you. 

Mr. Rosinson: I am afraid I cannot tell you, I do not know exactly what it 
costs to manufacture corn flakes now or to produce a pound of corn flakes. 

Co-Chairman Senator CRoLL: What did it cost you before you sent it out? 
What is the cost of the contents, the packaging, and what you sell it for? 

Mr. ROBINSON: I think this is what the gentleman who asked the question 
had in mind. I do not have it broken down, but it can be obtained. 

Co-Chairman Mr. BAsrorp: Is it not 20.32 of the price of that selling 
package? 

Senator THORVALDSON: For a twelve-ounce package. 

Mr. Ropinson: For the raw materials alone? 

Co-Chairman Mr. BASForD: The cost of the ingredients. 

Mr. Rosinson: 20.32 is our total cost of all ingredients, and I do not think 
that necessarily would apply to corn alone. I think our grain ingredient cost, 
because of the price we pay for rice, for example, would tend to distort this 
figure for corn flakes. 

Mr. ALLMAND: That is the cost of ingredients for all your products? 

Mr. Rospinson: For all ingredients. 

Mr. ALLMAND: That is why I would like that information just for corn flakes 
alone so that we can see the breakdown in the one product. 

The next question is: What is the difference in profit on these small packages 
compared to bigger packages. I know you sell the small packages to a grocery 
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store in a package of ten varieties, and also sell a lot to restaurants and hotels. 
What is your percentage profit on these small packages compared to the 
regular-sized packages you sell—say a twelve ounce package? 

Mr. Roprnson: I can’t answer that specifically. I would say that the package 
you refer to, the variety package, would tend to be higher, because there is 
considerably more handling and packing involved. 

Mr. ALLMAND: A higher profit? 

Mr. Ropinson: No, higher costs. 

Mr. ALLMAND: Could you give us the comparative percentage of profit for 
these small packages compared to your twelve-ounce package for corn flakes? 

Senator THORVALDSON: That is a luxury package you are referring to? 

Mr. Rosinson: It is produced and marketed for a purpose. From the 
restaurant standpoint this is the most sanitary way in which our type of product 
can be handled. It can be provided in most cases—the Chateau is one,—they put 
it right in a bowl so that you know this is a fresh product. It plays a part for 
couples, perhaps elderly people who find that an eight ounce or twelve ounce 
package is too much. They like variety, such as corn flakes today and Rice 
Krispies tomorrow. . 

Senator THORVALDSON: The ordinary family that is interested in keeping 
their food costs down would not be likely to buy much of that. 

Mr. Ropinson: That is right. I would say this is a more costly way to buy. 

Mr. ALLMAND: On page 7 of your brief you show an index based on your 
prices from 1958 to 1965. I see that this is for a composite package. Does that 
mean no particular cereal? 

Mr. Ropinson: Let me explain. This is the total pounds of food that we 
packed for the year extended or projected in an eight ounce package—the total 
number of pounds divided into the total dollars of sales. 

Mr. ALLMAND: So it is a composite price. 

Mr. Ropinson: It is a composite price of all products which we manufacture. 

Mr. ALLMAND: Would the same example I have already asked you about, the 
twelve-ounce package of corn flakes, apply? I asked you the cost for this year, 
1966. Could you give me the history of that twelve ounce package? 

Mr. RosBiInson: I can do it now if you wish. I have a document, Mr. 
Chairman. What is the procedure? 

Co-Chairman Senator CROLL: I will place the document on the record. We 
have some copies and they will now be distributed. 


KELLOGG’S PER OUNCE PRICE 


Corn FLAKES Rice KRIsSPIEs SpectaL K 
G'O7s aL OZ 11 oz.* 
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Mr. ROBINSON: This document shows the ounce price of corn flakes, Rice 
Krispies and Special K in each of their three sizes from 1958 to 1965. I think 
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perhaps this chart might serve a dual purpose. First, it will outline to you the 
question of what has happened to cost per ounce in each of the respective 
packages, but also might show the reason why we feel that three packed sizes of 
these products is important. 

If I might start with Special K, this product was first introduced in Canada 
in 1957, when we only had one package size. The following year this product 
really probably one of the greatest success stories in the cereal industry. It met 
with splendid consumer acceptance and has continued that way ever since. It 
received its fair share of the market, and in 1959 this second package size was 
introduced to satisfy a further need. You can see from the chart the price for the 
various sizes. 

Let us take the table all the way through. I think it is important to note that 
in 1958 our price of this product was 3.7 cents, and in 1966 that same product 
packaged in a fifteen-ounce package was 3.57 cents, available in the fifteen ounce 
size at a lower cost per ounce than it was in 1958 in its initial package size. 

The same can be said for Rice Krispies. Here all three sizes were available 
back in 1958. But let us assume that someone was purchasing Rice Krispies at 
that time in the 54 ounce size. Our cost to the trade at that point was 2.87. Today 
the thirteen uonce size is 2.76. I think the consumer has been very quick to 
recognize the savings in the buying of the product in a larger size, and our sales 
indicate this. Twenty years ago it was an eight-ounce package, and while the 
eight-ounce still represents a substantial proportion of our total business, it is 
the third most important size under present conditions. 

Co-Chairman Senator CROLL: Does that apply to just the three cereals? 

Mr. Rospinson: It applies to all our products. We recognized and appreciated 
the comments passed along to us from our customers from the consumer groups 
and a number of the trade, who felt that it would be most desirable if we could 
get rid of these half ounces. When our 1964 packaging change evolved, we 
eliminated all but three fractional ounce packages. Currently we have Special K 
which is 64 ounces. We have Sugar Frosted Flakes with 104 ounces and 143 
ounces. 

Our packaging studies that we talked about earlier, which we hope will 
materialize in 1967, should see all of our products marketed in even ounces. 

Senator CARTER: When you changed your Special K from 10% to 11 ounces, 
why did you not make it 12, to make it comparable to the others? 

Mr. ROBINSON: I have here the 11-ounce package of which you speak. This is 
it. This 1l-ounce package is identical to the 12 ounce cornflake package, but the 
products being of different densities, the package weight of Special K is only 11 
ounces, though it is exactly the same size as the 12-ounce cornflakes package. 

May I take that one step further? Our 13-ounce Rice Krispies package is 
exactly the same size carton but on account of the density of the food being 
different these packages accommodate 11 ounces of Special K, 12 ounces of Corn 
Flakes or 13 ounces of Rice Krispies. 

Senator CARTER: The impression on the consumer is that she sees a smaller 
size package and she automatically infers the contents are smaller. She is not too 
much interested in 11 ounces as compared with 12 ounces. After all, you are 
selling weight, not volume, not cubic content. 

Mr. RoBINSON: These boxes, in a well organized cereal section, are not side 
by side. The pounds weight of the package is most clearly identified in the upper 
right hand corner, most adjacent to the place which we hope would be most used 
by the price marker. There the price and the ounces are for the consumer who 
wishes to compare. 

Senator CARTER: Are you saying that because of the lower density of Special 
K you can use that 12-ounce package without changing? 
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Mr. RosBInson: Without buying additional packages. If we were to try to 
package Special K in a 12-ounce package it would mean a completely new 
package size and a completely new packing equipment, it would lower the 
efficiency of the equipment we have and invariably increase the cost. 

Mr. ALLMAND: On page 11 you describe the change-over in the package 
form, so that it would stand up more easily on the table. You found a 10-ounce 
package would fall over and you changed over to a wider package? So that we 
may know what the cost of this type of convenience was, could you tell us what 
the change-over in 1964 cost, changing the size of packages at that time to suit 
this convenience? 

Mr. Rosinson: Really, the changes I talked about did not cost more, they 
cost less. The utilization of carton board, the quantity of carton board necessary 
with the new design, used less. 


Mr. ALLMAND: How much did the change-over cost? 


Mr. Rosinson: All that was involved here was change in the blocks on our 
packing line. I could not give you the exact cost. 


Mr. ALLMAND: Is it negligible? 


Mr. Ropinson: Over the years, in the volume of production, I would 
certainly say it was almost negligible. 


Senator THORVALDSON: Whatever the capital cost of making change, that was 
saved over the years by reduction of cost, isn’t that so? 

Mr. Orro: I understand from your brief that you are a great proponent of 
advertising and promotion. 

Co-Chairman Senator CROLL: He said, for breakfast food. 

Mr. Otto: The money spent in your case over the years, $4 million on 
advertising promotion, is made up by lower unit costs to you and therefore is of 
benefit to the consumer. Would that be correct? Is that your position? 

Mr. RoBInson: I would think so, yes. 


Mr. Orto: Let us presume that there are four or five other competitors. Is it 
also true that they are spending an equivalent amount for promotion advertising, 
or something near the amount? 

Mr. RoBINSON: I am afraid I cannot answer that. I do not know what their 
expenditures are. 


Mr. Otto: Just in general principle, do you not think that Post or other 
manufacturers making cereals are spending money for advertising promotion, 
hoping to gain a part of the market or increase their market? 

Mr. RoBINson: I think that would be reasonable, yes. 

Mr. Otto: So, by and large, the industry—let us speak specifically of the 
cereal industry—is spending possibly 14 per cent, possibly a little higher, for 
advertising promotion, and everybody is spending the same amount. One will be 
successful and one will be less successful. Therefore, your success in your 
promotional advertising is based on how much of the market you can command 
for your company, for Kelloggs. In other words, if you are successful in your 
promotion campaign, as you specifically point out in the case of Special K, then 
you will have gained some appreciable portion of the general market for cereals? 

Mr. RosBinson: Let me state my company’s position as it applies to this 
marketing situation, Mr. Otto. We feel, and feel sincerely, that the potential 
growth of our company lies in the broadening of the total consumption of 
ready-to-eat cereals and as a result we will get our share. We do not in any 
way direct our advertising as competitive advertising, if I can say that. We are 
interested in expanding this total market and we hope that as this market 
expands, plus the success of our advertising program, we will get our share of 
this business. 
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These new products that have been injected into the market have played a 
vital role in doing just this. Since 1958 there have been some 28 new brands of 
cereals on the market and these new brands represent 18.5 to 19 million pounds. 
I do not mean to suggest that all the volume from a new product is represented 
by growth. That would certainly be desirable to us and I am sure to all of our 
competitors. It is not the case. A good portion of the new products buying is new 
business. We introduced a new product in recent times called Apple Jacks, a 
combination of apple and cinnamon flavour. This new product has penetration, 
we feel, into homes which before perhaps were not using a ready-to-eat cereal. 


Mr. Otto: Now, Mr. Robinson, I appreciate your position and I know that 
you would like to see the cereal market expanded to the stage where everyone 
would eat Kellogg’s cornflakes or Special K for breakfast, lunch and dinner, as 
they are doing with some cereals. Nevertheless, if you expand the market in dry 
cereals you will acknowledge that you are taking away from the market of bacon 
or pancakes or some other table product. In other words, people do not eat twice 
as much, people do not consume bacon and eggs and other breakfeat foods as 
well, they do not double their consumption. Is that correct? 


Mr. ROBINSON: I suggest that a well balanced breakfast, be that whatever 
your choice of breakfast may be, should include a ready-to-eat cereal. I do not 
suggest we are trying to put the bacon manufacturer out of business. I think 
his product and our product are quite campatible. 


Mr. Otto: Coming back to promotion and advertising. You have said you do 
not necessarily look to the increase of consumption in your product from your 
competitors’ sales. You say to some extent you want to increase the consumption 
so that every cereal manufacturer will benefit. I put it to you that, according to 
the population and the food consumed, there is a limited amount of breakfast 
foods, including cereals, that will be consumed and therefore the great portion of 
your advertising and promotion is directed to the consumer who will switch to 
your product from another cereal product? 


Mr. Rosrnson: That I do not think is the basic purpose of our advertising. 
Our advertising is designed, hopefully, to persuade those people not eating a 
ready-to-eat cereal to do so. Much of our advertising, some of it, is aimed at 
consumption at other times of the day. We suggest that a bowl of cornflakes or 
Special K before going to bed, rather than something that might be a little 
heavier, is to a person’s advantage. There are many avenues here that we can 
look to for that increase. 


Mr. Orro: I want to keep in the breakfast line. However, take your posi- 
tion, that you want to increase the consumption of dry cereals, regardless of 
where that consumption or extra sales comes from—lI also suggest that every 
food manufacturer or processor, whether for breakfast, lunch or dinner, spends 
approximately the same amount of money on advertising and promotion and 
therefore, if you do happen to be successful with your product, and if you 
happen to convince people to eat cereals at bedtime or as in-between snacks, 
some other manufacturer or processor is not selling as much of his product, 
which was normally consumed at that time. 


Mr. Ropinson: Let me outline to you one of the greatest problems of our 
industry. My company is not alone in this; most companies in the food business 
experience this problem to some extent. First we subscribe to a survey taken on 
a regular basis every three years. This is conducted with a panel of 1,500 
households. The purpose of this whole study is to determine who is eating what 
product, what age groups are eating a given product, and are they urban or rural 
users. 

Many of our products are purely and simply juvenile type products aimed 
at youngsters. We have been very successful with some of them. However, as the 
youngsters grow into the teenage category we lose them. I can even speak from 
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personal experience, since I have two teenage daughters at home. And, if anyone 
should be prejudiced, if you will, or interested in eating ready-to-eat cereals for 
breakfast, my two daughters certainly should. However, we have an awful time 
to get these two young ladies to eat anything for breakfast. 

This is not only true of my household, but research indicates that it is pretty 
much true of teenagers generally. Do not misinterpret what I am saying. I do not 
mean to say that the teenager has become a rebel. I do not mean that at all. I 
have every respect for teenagers. But they leave us during the teenage years, 
and we feel that our advertising on certain products is designed to reach them 
again once they become married and start having tots of their own. We must say 
to them: “Now, you will remember this fine Kellogg corn flake cereal that you 
used to eat at a youngster. It is still a mighty fine product and you should get 
back into the habit of eating it for breakfast.” 


Mr. Otro: I agree with you, Mr. Robinson. I am just trying to expand your 
point of view rather than just dwelling on dry cereal. What I am saying, in 
effect, is that you are spending approximately 14 to 17 per cent of your sales 
dollar for promotion and advertising to direct the consumers to your products, 
or, in other words, to vary their demand from bologna or candies or fish or eggs, 
and so on, to your product. Other manufacturers of other processed goods are 
spending the equivalent amount of money to change and vary the consumers’ 
demand from your product to their product, so that by and large the promotion 
or advertising dollar is directed towards changing the whole cycle of demand 
from one supplier to another. 

There is a certain amount of food consumed in accordance with the 
population and income. A certain amount of food is bought. Therefore, if you are 
successful in promoting the sale of corn flakes at bedtime, then you must be 
taking away from Ovaltine or milk or some other food that is customarily 
consumed at that time. Is that correct? 

Mr. Rosinson: I guess I would give you that point, sir, yes. 

Mr. Otto: What I wanted to say, then, in summary, is that if you were the 
only promoter of food products, I could see your point of view, but, since every 
food processor or manufacturer uses the same market surveys that you use, or at 
least the same type, then in reality the 17 per cent that is spent on promotion is 
spent by all suppliers in attempting to influence the consumer and to vary his 
demand from one supplier to another. 


Senator THORVALDSON: I would not agree with that theory at all, Mr. 
Chairman, and I do not see why Mr. Otto should make a speech. 

Co-Chairman Senator CROLL: We will hear from Mr. Scott, from Senator 
Carter and then from Senator O’Leary. 

Mr. Scotr (Danforth): I wanted to ask you a few general questions first, Mr. 
Robinson, and then I wanted to put to you some of the complaints that we have 
received from housewives concerning their purchase of products, and then I 
would like your comments on them. How many varieties of breakfast food do 
you produce? 

Mr. ROBINSON: We have 20 different types as well as three individual 
assortments, that is, snack packs or request packs. 


Mr. Scott (Danforth): Can you give us their names? 
Mr. RoBINSoN: I hope I can: corn flakes, Pep, Krumbles, Rice Krispies, Bran 


Flakes, Raisin Flakes, Pops—Sugar Pops, that is, Sugar Smacks, All-Bran, 
Sugar Frosted Flakes, Fruit-Loops, Apple Jacks— 


Dr. JAMES: Crispy Critters. 


Mr. ROBINSON: Crispy critters seems to be a dirty word in our vocabulary. I 
think I have named most of them. 
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Mr. Scott (Danforth): How many different sizes do these cereals come in? 

Mr. ROBINSON: How many different sizes? 

Mr. Scott (Danforth): Yes. 

Mr. ROBINSON: We pack three of our products, Corn Flakes, Rice Krispies 
and Special K in three different sizes of package. Our line of pre-sweetened 
products, Sugar Pops and so on, come in two different package sizes, and some of 
the products are in one size of package. 

Mr. Scott (Danforth): Do they all contain basically the same cereal 
ingredients? 

Mr. ROBINSON: Would you rephrase that, please. 

Mr. Scott (Danforth): I said do these basically all contain the same cereal 
ingredients? 

Mr. RosBinson: The product composition, the formulation? 

Mr. Scott (Danforth): Yes. 

Mr. RoBINSON: There are four grains or combinations of grains; then there 
are flavours, for example, cinnamon and cherry flavours, and this sort of thing. 

Mr. Scott (Danforth): How do you determine this large range of names? 
For example, what impels you to have so many different varieties? 

Mr. ROBINSON: We feel that there is a demand for these different types of 
cereals. I guess thus far our assumptions have been correct, in that most of these 
products, with a few exceptions, represent a fair volume to our company and to 
our customers. 

As to the name, if there is one thing that is difficult in our business, I must 
quite honestly say that it is the development of a name for these new products. 
Sometimes the new products come much more easily than do the appropriate 
names for them. 

Mr. Scott (Danforth): What I was trying to get at is that when you initially 
market a new product under a particular name, you must determine that there 
will be a demand for the product. On what basis do you make that determina- 
tion? 

Mr. ROBINSON: There are a number of ways that our company can handle 
this problem. First we can call upon the experience of our company around the 
world. If our company in Great Britain develops a product that is marketed 
successfully, there is every reason to assume that such a product will have a 
place in the Canadian market. Similarly, if our parent company in Battle Creek 
should develop a new product, there would be every reason to assume that it 
would be successful here. You can test this in many different ways. There are 
research organizations where the product is sent out for testing. 

We have a product now—it is not a new product but rather a product that 
we are very high on—which has a direct competitor. Unfortunately, our com- 
petitor is just an awful lot smarter than we are with this particular product. The 
first thing we look at, if the product has a problem, is what is wrong with it. Does 
it not have the things that the consumer wants? I guess we can assume that it 
does not, in that we know, from the initial volume we enjoyed, that the 
consumers have tried it once, but they have not come back to it. Why did they 
not respond a second time? 

We will put that product into a carton and send it out to a number of 
households together with a properly worded questionnaire. We will ask what is 
good about the product and what the householders do not like about it. 

Perhaps there is some insignificant processing detail that they do not like, or 
it is too sweet or it is not sweet enough or there is too much bran left on the 
wheat or there is not enough. ae | 
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Mr. Scott (Danforth): One of the complaints that many of the members are 
getting from housewives, concerning the breakfast cereal line, is the complaint 
that none of them are really terribly different. Some are sweet and some have an 
apple flavour, for example, but apart from that they are not very much different 
from one another. However, out of the blue a product will suddenly appear and 
then a barrage of advertising will start on the television, aimed at the youngsters 
and then, when the housewife gets to the store she finds that in buying the 
product—and this is the complaint—her children want it simply because “Yogi 
Bear” is on the cover. She is not buying it because of the quality of the product 
itself. 

The consumers claim that this drives them to distraction. They cannot really 
see the value in the product. They feel that what your industry does is to 
manufacture a multiplicity of products and then artificially create a demand 
among children so that the parents buy because the children have seen some- 
thing on television which has attracted them to the product, and there is not any 
real knowledge of the quality of the product itself. Could you comment on that? 


Mr. Ropinson: Let me assure you that concerning initial penetration Yogi 
Bear has been a fine salesman. He is no longer on our payroll, but when he was 
he certainly did a splendid job. 

First let me say this: no company in any business can afford to market a 
product if all he expects from it is that one initial sale. A business just cannot 
be run in that way. You must put something out there that, in your opinion, 
based on information and research, is going to be there for a good number of 
years and be a continuing volume producer for you. We have to be very careful 
with these new products, we have to see that the quality is right and that all of 
the other things necessary for successful introduction of the new product are 
present. 

I feel very sincerely that Yogi Bear in his heyday might have been able to 
sell someone a package once. But no power on earth will sell a consumer that 
second package, if he is not completely satisfied with the quality of the food that 
he has purchased the first time. No power can do this. 

Mr. Scott: I am not trying to argue. But let us put it this way: What the 
housewife says you are really trying to do by a gigantic advertising campaign is 
to create this multiplicity of demands among the children. She says “As far as 
my children are concerned, as long as they are all sweet, they are happy.”” What 
do you to that? 

Mr. RospInson: I think the greatest mistake a manufacturer can make is to 
try to market successfully a “Me too” type of product. This is what I referred to 
earlier. People, in situations like this, bought the first package thinking it was 
something new and found it was a similar type to what they had been eating 
before and so they bought the first package and then went right back to the 
brand that they had bought previously. So this was not successful and there is 
no market there, especially if we try just to match whatever somebody else is 
doing. You have to have better nutrition or a new combination of ingredients to 
provide a better taste. 

Mr. Scott: Another complaint we have met with frequently is with regard 
to the ounce sizes in which you package your products. The housewife claims, 
and we can see this from the examples you gave already this morning about the 
six-ounce, 10-ounce and 13-ounce sizes—the housewife complains she is not able 
to make an adequate comparison in the price, and she would prefer five, 10 and 
15-ounce sizes. Is there any reason why this cannot be done? 


. Mr. RoBINSON: Yes, I would think a very good reason. Each of our products 
is of a different density, and each has to be packaged differently. And because of 
this they would each require a different size package. 


Mr. Scott: I don’t quite follow. 
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Mr. ROBINSON: We package our products so as to keep the packaging costs as 
low as we possibly can. As a result the more products you can market in one 
particular package size, the better your chances for keeping costs in line. Here 
are three examples that may answer your question. Here is our most recent addi- 
tion to the market, Apple Jacks. There are seven ounces of food in that package. 
Here is another package with Raisin Bran, the same size carton but it contain 13 
ounces. If we want to have a seven-ounce package it will have to be completely 
different size requiring completely different packing lines which would entail a 
tremendous investment. Here is a third product in the same size carton—it is 
All-Bran but in this there are 16 ounces. 

Mr. ScoTT: Your people are pretty ingenious in the presentation of your 
products. Is there nothing you can do to make clear to the purchaser what the 
relative sizes and prices are per ounce so that there is some method of 
comparison in price on the ounce sizes? Is there nothing you can come up with 
which would meet what appears to me to be a valid objection? You can design 
boxes and advertising campaigns but is there no way to make it possible for a 
housewife to price accurately the volume in the different types of product and 
decide which is the best buy? 

Mr. RoBINSON: I think we do that by identifying the number of ounces in 
our package which is shown quite clearly near to thep rice mark. We have made 
some strides by eliminating the fractions of ounces. 

Mr. Scott: One last question: I don’t know whether the witness received the 
“Topics for Discussion” issued by the joint committee. No. 11 in that was to 
select ten major commodities and allocate production, warehousing, sales costs, 
etc. I wonder if you could do that later on. 

Mr. ROBINSON: Up to 1965 our sales have been exclusively cereals, and we 
assumed that combining these together as one product would be satisfactory. 

Mr. Scott: If we decided we would like a further breakdown, would you be 
able to supply it? 

Mr. ROBINSON: I would be happy to do so. 

Co-Chairman Senator CROLL: Do you want that, Mr. Scott? 

Mr. Scott: Yes. 

Co-Chairman Senator CROLL: Senator Carter. 

Senator CARTER: Mr. Robinson, I have two or three questions but I would 
like at the moment just to pursue one along the line Mr. Scott was pursuing. 
When you introduced your Special K as a new product, which after all is just 
another type of Corn Flake, what impact did that have, if any, on your regular 
line of Corn Flakes? Did your ordinary sales go down? 

Mr. Rospinson: First of all, let me say that Special K is basically a rice 
product. When it was introduced it did have a minor effect on our Corn Flake 
volume, but it was not appreciable. From that time on our Corn Flake volume 
has maintained a reasonably level volume. 

Senator CARTER: People did not just switch from the Corn Flake to 
Special K? 

Mr. Rosinson: I think perhaps in the initial stages some people switched 
from Corn Flakes to Special K, but I think we got enough new people convinced 
to eat Corn Flakes that any switching that took place was compensated for. 

Senator CARTER: You say in your brief that you operate on a nationwide 
basis. 

Mr. ROBINSON: Yes. 

Senator CARTER: Can you tell us what percentage of the national market you 
supply? That is the percentage of the total volume consumed. What percentage is 
taken by your line of products? 
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Mr. Ropinson: We enjoy in the neighbourhood of 50 per cent of the total 
market. 

Senator CARTER: In Canada? 

Mr. Rosprnson: In Canada. 

Co-Chairman Senator CROLL: Who enjoys the balance of the market? 

Mr. Rogpinson: This is shared between General Foods, General Mills, 
Nabisco and Quaker. 

Co-Chairman Senator CROLL: Have you any idea of the breakdown for 
them? 

Mr. Rosinson: I would not want to quote figures. 

Co-Chairman Senator CROLL: An approximate amount? 

Mr. Roprnson: I would hesitate to break that down. 

Senator CARTER: Mr. Robinson, in distributing your products you have two 
methods. The first is direct to the retailer and the other is direct to jobbers; is 
that correct? 

Mr. RoBINSON: We sell only to the wholesaler and the jobber or in the case 
of chain stores to a central warehouse. We do not distribute any product on a 
store-door delivery basis. 

Senator CARTER: You don’t distribute to retailers? 

Mr. Rosinson: Only to wholesalers and to chain stores at a central ware- 
housing point. 

Senator CARTER: Do you have the same price for jobbers as you do for 
wholesalers? 

Mr. Ropinson: Well, there is the carload price for corn flakes— 

Senator CARTER: Because the jobber will probably sell to another whole- 
saler. 

Mr. RoBINSON: We sell to wholesale accounts. 

Senator CARTER: You have the same price? 

Mr. Ropinson: Yes, a carload of corn flakes to a wholesaler in St. John’s, 
Newfoundland will be the same as to a chain store account in Toronto or 
Vancouver. 

Senator CARTER: The sheet you have submitted shows the prices you 
charge—are these the wholesale prices to your jobbers? 

Mr. RoBInson: They are. 

Senator CARTER: Do you follow your product through to the retailer to find 
out the situation there? : 

Mr. RoBINSON: We have a general knowledge of what the retail pricing is. 
Our salesmen tell us this information any time we feel it is necessary. 

Senator CARTER: Do you provide a suggested retail price list? 

Mr. ROBINSON: No. 

Senator CARTER: On page 25 you made a statement about prizes for 
promotions. You say they are provided for you at no cost by the manufacturer— 
the manufacturer just gives them away to you? 

Mr. ROBINSON: For the most part, that is true. 

Senator CARTER: That does not enter into your cost at all? 

Mr. ROBINSON: It does not. 

Pe ae ey ie Brae ae See the manufacturer give these things away? 


Mr. ROBINSON: I think perhaps one of the reasons that might influence the 
manufacturer ofa given commodity to provide ““X’”? number of them as prizes is 
that in these contests, in order to be successful, we naturally have to make the 
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people aware that such a prize is available for a given performance. We do this 
to a large extent on the back of our packages. 

Senator CARTER: Do you provide a service to the manufacturer? 

Mr. ROBINSON: We advertise his product or illustrate his product on the back 
of our packages. 

Senator CARTER: In other words, he is paying you for advertising—not in 
cash, but in actual prizes? 

Mr. Rosinson: It might be considered that. They feel the opportunity to 
advertise an automobile on the back of a Corn Flakes package has some 
advantages. Perhaps it presents their product to the consumer in a manner 
in which it would not normally have been. 

Senator CARTER: On page 20 you say that your policy with respect to 
packaging is that you introduce a product and when it gets up to between 1.5 and 
2 per cent of sales you introduce another package; and then, if those sales 
increase up to 5 per cent, you put in a third package. 

Mr. RoBINSoN: I do not suggest that is a hard-and-fast rule. I suggest that if 
the marketing people are interested in marketing a second package size, one of 
the barometers they use to determine whether or not the market merits a second 
size is 14 to 2 per cent for the second size, and then 5 per cent for the third. I do 
not suggest that any time a product reaches that sort of level it automatically has 
another size. 

Senator CARTER: You told us, in reply to a supplementary question I asked 
earlier, the reason you use the 1l-ounce package instead of a 12-ounce is that 
you save having to go into the cost of developing a new package. But, apart from 
that, what determines the contents, the amount you sell? 

Mr. RopInson: The second package size? 

Senator CARTER: Yes. 

Mr. ROBINSON: We say that is of paramount importance to us. We would not 
consider marketing a second package size of a product which would not fit into 
one of our existing sizes, we would not go out and spend the money necessary to 
buy a packing line and establish a new package size; it is paramount in our 
decision regarding the second size. 

Senator CARTER: Your standard sizes which you are using now, are they the 
result of market and consumer research? This little, tiny package, is that 
scientifically designed as the amount a person should have for his breakfast? 

Mr. Ropinson: I suppose the amount in here would be, for the most part, a 
normal serving; it is about a bowlful. 

Senator CARTER: Is that a guesstimate? 

Mr. RoBINSON: We feel in the area of an ounce is right. Any reference I 
might make to a serving, we generally consider one ounce of our product as a 
serving. It could certainly vary by the amount of food the individual needs. 

Senator O’LEaRY (Antigonish-Guysborough): What is the closing date of 
your financial year? 

Mr. Rogpinson: December 31. 

Senator O’LEARY (Antigonish-Guysborough): On the chart we received last, 
would you complete your prices as of September 1, 1966 for us? 

Mr. Rosinson: Which chart? 

Senator O’LEARY (Antigonish-Guysborough): You have the August 1 date 
and there was a price increase on September 1. 

Mr. RoBINSON: Yes, I can do that. Reading across the table—Corn Flakes: 
8-ounce, 2.50; 2.33; 2.14;— 

Co-Chairman Senator CROLL: Just a minute, 2.50? 

Mr. Rosinson: Yes, 2.50; 2.33; 2.14. 
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Co-Chairman Senator CROLL: Rice Krispies? 

Mr. Rosrnson: 3.59; 3.11; 2.89. Special K: 4.55; 3.85; 3.67. 

Co-Chairman Senator CROLL: That is, as of? 

Mr. Roprnson: Our price increase was effective September 1. We did allow a 
month’s inventory at the old price. 

Co-Chairman Senator CROLL: But that is as of September 1? 

Mr. ROBINSON: Yes. 

Senator O’LEARY (Antigonish-Guysborough): In the year 1962 your net 
profit, after taxes, was 5.49 per cent. Your advertising and promotional costs 
were obviously the reason for that reduction in your net over previous years 
indicated here. These costs were approximately 5 per cent over 1961, and your 
net was reduced by almost the same figure. Then you did not increase your cost 
in 1963—-you did not increase your cost to the wholesaler or distributor in 1963, 
even with this obviously rather poor result; but in 1963 you took almost the 
same 5 per cent and you reduced it from your promotional and advertising costs 
and came up with approximately the same net gain as you had previous to that. 
Is there any other reason that you can give us for your decreasing net margin in 
1962, other than these higher promotional and advertising costs? 


Mr. RoBINSON: Yes, there were other items, certainly, Senator O’Leary. 
First, in 1962 we completed a substantial addition to our factory. This required a 
fair amount of additional part-time help, and we changed our factory size and 
put a piece on the end. All the equipment you are using has to be integrated in 
this new space. There was a substantial increase in our manufacturing costs, 
about 2 per cent, in 1962 over 1961. 


Senator O’LEaRY (Antigonish-Guysborough): Then in 1963 the most notice- 
able increase in any one item was the grain ingredient which cost you about 2 
per cent more. As I said, you reduced your advertising and promotional costs, 
and yet you came out with what I would call quite a satisfactory year; and yet in 
1964 you increased your prices. Why? 


Mr. RoBINSON: Let me go back and perhaps explain some of the reasons for 
the high base. It is the only one in this study that is at that 19 per cent level. We 
were concerned through 1960 and 1961 about the relatively static position of the 
business. In our company the first time our sales volume starts to experience 
either a levelling off or a decrease, the first place we go is to our marketing 
people to see what has caused this. Has it been poor quality of food processed in 
the plant? Has it been inadequate packaging? Why has this market not continued 
to respond? 

We feel very strongly that our business must at least parallel the increase in 
population, and our country has been going along at about 1.8 per cent increase, I 
guess is a pretty close figure; and our business, all of a sudden, became static. We 
very quickly analyzed all the things being done from the market standpoint, and 
we made some changes. We used a number of package deals. This was two 
cornflake packages glued side by side, one selling at the regular price and the 
other at half price, feeling perhaps the addition of a very attractive price 
incentive might stimulate the whole industry and stimulate our business, 
certainly. We had certain market areas, cities or towns, or one of our sales 
districts where sales increases seemed to be difficult. We tried to stimulate these 
with additional advertising, and I could say, quite honestly, that when we got all 
finished that year, considering all these extra things we had done—and the 
incentives we had provided to the customer and the additional advertising—we 
started our business ahead but not really the way we would have liked to see it. 

I guess we consider our past experiences as most helpful. I do not suggest 
we look backward, but rather appraise what we have done in the past as to how 
it might be applied in the future. At that point it was determined or felt that our 
level of 14.5, or in that area, for advertising and promotion was about the point 
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at which we should advertise in order to get the maximum for the monies we 
were spending. We went back to that level in 1963-64, and our business did 
respond. 

With respect to material costs that you asked about, as I indicated earlier 
that was the result of what we had to pay for sugar in those particular years, and 
having regard to what the growth factor in our market was and what I guess it 
continues to be. Those items usually had a high cost in sugar, and that was part 
of the reason. Since then the price of sugar has become far more reasonable. If 
you have been following the papers you will have noticed that sugar is at its 
lowest price now in 25 years. In the meantime other material costs have com- 
pensated for what we were saving on sugar. 


Senator O’LEARY (Antigonish-Guysborough): In 1964 which, as Mr. Urie 
brought out, was your best year having regard to the fact that you had 23 per 
cent or 28 per cent before taxes—the only year on the chart here that was larger 
was 1958, and you did indicate that periods prior to this did carry higher 
percentages. You did not say what they might have been, but as I see it the 
increase in 1964, for the reasons that you gave us, was a flat increase of 
approximately from 3 to 4 per cent on the two items that you give here. You 
gave us three, but I am taking only two. Now, we find the year 1965 being 
repeated again, and you must have considered 1965 to be very satisfactory from 
every point of view. The first item you gave us, for example, was Corn Flakes in 
an 8-ounce package on which you increased the price by 12 per cent. Does the 
same answer you gave me for the increase in 1964 hold, do you think, for your 
increase in 1966? 

Mr. RopINsoNn: During this year one of the greatest problems we had, and 
this carried on throughout the first four months of this year, was the poor quality 
of the corn. Certainly, no one can be blamed for it, but we did receive a poor 
quality of corn. This is the bread and butter item, if you wish, of our entire 
business. It was quite substantial. 

I have here some of the material prices that have changed since 1965. In 
1965 we paid about $1.61 for a bushel of corn, and this year we paid $1.73. In 
looking to the future, our purchasing people, to the best of their ability, have 
determined what the crop has been both here and in the United States, and they 
have calculated that corn next year is going to cost us about $1.93 a bushel, 
which is substantially above the figure of $1.61 that we paid last year. 

Our soft wheat, or Ontario wheat, that we use for bran flakes and most of 
our flaked products, in 1965 cost us $1.94 a bushel. We paid $1.99 this year, and 
we expect that that price will be in the neighborhood of $2.04 in the coming year. 

Durum wheat—and this is the type of wheat we use for our puffed wheat 
type of product because it lends itself well to puffing—was $2.94 in 1965. We 
hope it will average out to about $2.88 a bushel this year, although currently we 
are paying about $3 a bushel. 

Our rice price in 1965 was $9.30 a hundredweight. In the current year it was 
$9.77, and we are currently paying $10.55. 

We are hopeful about this new mill that I spoke about earlier. We are a 
large purchaser of rice from this particular mill, and one of the problems we 
have had was in the freight rates from where the mill was located. We are not 
the only customer of this mill, but by committing ourselves to long range 
purchasing the mill has been able to move to Windsor where a substantial 
milling facility is being erected, and we expect our price next year to be about 
$9.39 if that mill operates with the efficiency everybody is hopeful of. 

Our bran purchases cost us in 1965 $53.20 per ton. That price rose to $58.30 
per ton, and the current price is $65 per ton. We fully expect that price to be at 
60 throughout 1967. 

Milk powder which, again, is an important product to us, was $14.30 in 1965. 
It is now $17.03 and there is now a fixed ceiling price on this of $18. 
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Senator O’LEaRY (Antigonish-Guysborough): You have answered my ques- 
tion in this way, that the increases in prices that went into effect on September 1 
were based on your actual and anticipated increased costs of ingredients going 
into your products? 

Mr. Rosrnson: I think that is correct. I indicated during my submission that 
our sales have increased by 10.5 per cent, and our profits, compared to those of 
the year before, are off 9.6 per cent. 

Senator O’LEARY (Antigonish-Guysborough): You indicate on the first page 
of your brief that you have a staff of from 700 to 750. Are all of these permanent, 
or have you some temporary employees at this time. 

Mr. Roprnson: There are some temporary employees. We, being in a 
university town, draw on the university students as a source of temporary help 
in the summer time. Even though our business has levelled out to a great extent 
from what it was, there is still a summer time peak, and we require a lot of extra 
help then. We make full use of the labour force that is available to us from the 
university. These people do not want to work on a permanent basis; they want 
only to work in the summer vacation in order to earn enough money for the next 
year’s tuition and books and so on. 

Let me expand on this and say that it has been helpful to our business. We 
are most anxious to obtain the services of engineering students, preferably those 
in their first year of engineering. We have been able over the years to convince 
these young folks to come back to us each year when they finish their year’s 
schooling. This provides us with a real source of future engineering staff, and it 
gives us an opportunity over four years to watch X number of these people and 
see how they adapt themselves to our business. We can determine whether they 
are interested in it, and whether they are serious about what they are trying to 
do. It gives us a real source of supply for our engineering staff, and it has worked 
out very well. 

Senator O’LEarY (Antigonish-Guysborough): What percentage of your staff 
would you have on sales, as compared to the percentage in your plant operation? 

Mr. RosInson: In our total sales force from coast to coast we have about 60 
people—57 salesmen, 5 divisional managers, and 2 assistants to divisional 
managers. 

Senator O’LEARY (Antigonish-Guysborough): And they are represented by 
the 60 people you quote as being located outside of the London area? 

Mr. ROBINSON: Yes. 

Co-Chairman Mr. Basrorb: Mr. Robinson, you said in your brief that you 
wanted to start off your figures at the year 1958 because up to that year you had 
already presented figures to the Stewart Commission. That technique is very 
much appreciated. I should like to read you what the Royal Commission reported 
in 1960, and then ask you to up-date these remarks in addition to those figures 
you have already up-dated: 

In our study of the returns to capital in the food industries, we found 
one situation, viz, the Prepared Breakfast Foods industry, in which the 
returns to capital have been abnormally high and without any tendency to 
decrease during the period. 


And further: 
‘ The prices of the products have increased over the period sufficiently 
rapidly to preserve the high levels of profits being earned in the industry. 


In terms of a fair and reasonable return on capital, there was no necessity 
for such rapid an advance in prices. 


Further on, the commission said: 


The Commission has called attention to two situations in which we 
think it evident that the public welfare is involved. These situations are 
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the Breakfast Foods industry and Chain Store food retailing. The distin- 
guishing characteristics are, first, abnormally high rates of return on 
equity capital, and, second, abnormally high promotional expenditures 
expressed as a proportion of sales. 


I wonder if you would like to up-date those comments in the same way as you 
have up-dated the figures in your brief. 

Mr. Rogpinson: I do not know that I am in a position to do that, having 
regard to the number of facts that you have quoted, Mr. Chairman. 

Co-Chairman Mr. BAsrorp: I am wondering if what the Stewart Commis- 
sion found in 1960 is what we should find in 1966? 


Mr. ROBINSON: We have provided you with all of the information, as it 
applies to our experience for these years, for your study and analysis. 

Co-Chairman Mr. BAsForp: The figures at the end of the brief do not include 
a return on equity for those years. Are you able to give us those? 

Mr. ROBINSON: No, I am not. I can certainly make them available to you. 

Co-Chairman Mr. BAsForp: I would certainly appreciate that. 

Mr. ALLMAND: I have a supplementary question. I notice that in Canada you 
make a profit on a sales dollar of 11.31. Do you know what your American parent 
makes by way of profit on a dollar of sales, as a comparative figure? 

Mr. ROBINSON: I do not know what the figure would be for the United 
States. The only figure that I have available to me is the consolidated statement 
which encompasses our world wide operations. 

Co-Chairman Senator CROLL: What does the consolidated figure show which 
is comparable to the 11.31? 

Mr. URIE: We have the figures before us, Mr. Chairman. 

Co-Chairman Mr. Basrorp: I read what the Royal Commission said in 1960, 
and I want to comment on what they said; but bringing the situation up to 1966 I 
would like to quote to you from the Forbes Journal for October 15, 1966, and get 
your comment. This is an American publication, and what they say seems to fall 
exactly in line with what the commission found in 1960. It is dealing with the 
breakfast food industry, and reads: 

The makers of ready-to-eat cereals spend almost $100 million a year 
to keep them and a host of mice, geese, raccoons and other creatures— 
both real and imaginary—coming into practically every home with a 
television set. In fact, the companies often spend more to promote them 
than to produce what they sell. 

These supersalesmen are worth every cent they cost. For the profits 
on cereals are enormous. The ingredients that go into a box of cereal 
selling for 37 cents cost only a few cents. A top-selling brand can net as 
much as 20 per cent after all the expenses of making and marketing it, 
including the TV commercials. Not surprisingly, Kellogg, whose business 
is almost entirely in dry cereal, last year earned a solid 22.6 per cent on its 
stockholders’ money, netting $35.3 million on sales of $366 million. In the 
past decade, its earnings have increased at an average rate of 10 per cent 
each year. 


If that statement can be accepted it would indicate, as I said, that what the 
Royal Commission found in 1960, has not changed in 1966. 

Mr. RoBINSON: I guess my only answer would be that there probably has not 
been any significant change from what the findings were back at the time of the 
Royal Commission. 

Co-Chairman Mr. Basrorp: And the Royal Commission found what they 
thought to be an abnormally high rate of return and abnormally high promo- 
tional expenses. 
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Mr. Ropinson: These promotional costs, we feel very strongly that they are 
so vital to our business. Our experience has been that if we discontinue 
advertising or promotion on a good product it experiences a substantial cut-back 
in the market, and as your volume is reduced many of your costs are built in, 
they are still there, and represent the result of an increased unit cost. 

Perhaps an example of what has happened to three products where this 
condition existed may prove of interest. 

Co-Chairman Senator CROLL: This paper is entitled “Kellogg Products 
—Case Volume.” Copies are now being distributed, and it will be placed on the 
record at this point. 


KELLOGG PRODUCTS—CASE VOLUME 


a GE “Rp” as Oss 

1 Jaret alg a aA TSR et rape 20,710* 57,801 184,432 

| UTOL gy Sea aie anti pa dete ge 21,470 67,779 ot lend 
OI Oe a So cece ee ere 17,625 63,402* 80,960 
O02 See ey ee Pa ae, Ces 10,441 49,060 49,984 
LOGS GY PGS A 1 ee 10,113 53,601 89,893 
bOGS sate. WG Atlee Pe 8,944 40,020 86,310* 
LOGSE OPES IE ORL aS 10,958 37,054 54,471 


* Advertising discontinued year-end. 
** Advertising weight reduced 50%. 


Mr. RosInson: These are three Kellogg products where the advertising 
against them was discontinued. The first one, Product A, the advertising was 
discontinued in 1959, when we were handling a volume of 20,000 cases of 
Kellogg’s Krumbles. The volume in 1965 was just half of that that we ex- 
perienced in 1959. 

Product B is Kellogg’s Pep, wholewheat flakes. Advertising for this product 
was not discontinued until 1961, and you can see the experience there, where the 
volume shrunk from 60,000 cases in 1961 to 37,000 cases last year. 

Product C, Sugar Smacks, I think perhaps is indicative. In 1959 was our 
introductory year and was partly the reason for the 184,000 cases. The second 
year we cut our advertising by 50 percent, so that is exactly what happened to 
our volume. We discontinued our advertising in 1964, and you can see the result 
of 54,000 cases. 

I think that perhaps that is a good example of what can happen to a 
product’s experience when this continual message of advertising is not con- 
tinued. } 

Co-Chairman Mr. BAsrorp: These being predictable results, why was the 
decision made to discontinue the advertising? 


Mr. ROBINSON: We had a number of products in our line, and we felt there 
was only room in our scheme of advertising and promotion to accommodate 
those which might have greater potential, although certainly some of the 
volumes that were enjoyed here were substantial. 


Co-Chairman Mr. Basrorp: As opposed to those three products the advertis- 
ing of other products all have gone up? 


Mr. RosBINnson: That is possible. I think when we look at advertising dollars, 
absolute dollars or advertising dollars as a percentage of net sales we feel that as 
a company there is a danger here. Because really what is an advertising dollar 
designed to do? It is to carry a message to a given number of people a given 
number of times. Some of our products are juvenile oriented and the type of 
media that can be used to reach the youngsters is not as costly as night-time 
television that necessarily has to be used to sell a product that is aimed at the 
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adults. The frequency and reach of the advertising message is the all important 
barometer, I think, that must be considered. We do just this on our advertising 
programs—we try as best we can; and from the research we have to determine 
what segments of the market is a product going to respond in. Where are those 
people? How old are they? Are they in the city or in the rural areas? Then we 
design a program that will reach those particular people the number of times we 
feel it necessary to firmly implant your message. 


Co-Chairman Mr. Basrorp: As opposed to this statement showing that the 
discontinuance or reduction of advertising of those given products results in the 
way your statement indicates, your advertising and promotion costs percentage 
to sales has not varied much really, except in 1963 when it had gone down. 


Mr. ROBINSON: There is a change within the product mix certainly. I think 
one of the contributors certainly is the new products, and as these come along, an 
individual product, something completely unknown, necessarily requires a far 
greater initial weight to let people know that there is something new available to 
them in their stores; and of course our experience has been that there are very 
few years go by where there have not been at least one new product introduced 
each year. 


Co-Chairman Mr. BAsForD: You have a supplementary question, Mr. Scott? 


Mr. Scott (Danforth): The table you have just given us seems to conflict 
with something I understood you to tell me earlier, but I do not want to draw 
impertinent conclusions. When we were discussing the promotion of new prod- 
ucts and the wide range of cereal products you told me that advertising 
essentially was to get the buyer to buy the first time and that then the quality of 
the product, its taste, and so on, did the rest. The table would indicate that unless 
you kept pounding at the advertising you would not get results. 


Mr. RoBINSON: I did not say so directly. I suggested that the weight of 
advertising would sell the first package, and that the product must be one of 
quality or they won’t buy it again. I do not suggest that once you have sold the 
first package you can forget it. I rather suggest that constant pressure is 
necessary, a continual reminder of the products that you have for sale. 

Co-Chairman Mr. BASForD: Do you agree with the statement of C. W. Post, 
the founder of one of your competitors: 


You can’t just manufacture cereal. You’ve got to get it half-way 
down the customer’s throat through advertising. Then, they’ve got to 
swallow it. 


Mr. ROBINSON: I do not think I would agree with what he said quite in the 
way that he said it. I suggest that you have to produce a palatable high quality 
product and let the people know that this is a high quality product. 

There is something I think I should mention at this point. We talk about the 
advertising of our product. Certainly, this is what advertising is designed to do, 
to sell a particular product. But over the years, and this goes back a long time 
before my time in the food business, a certain corporate image or corporate 
reputation has been established. 

I had experience here just last week of being exposed to a new product that 
I understand is in the test market stage—and I think London has been selected 
as the test. There was a product known as Start. I did not know what the prod- 
uct was. Certainly, the name Start did not exactly excite me. But when I saw 
that this product was manufactured by General Foods, I said to myself: ‘““There 
is a product that is high quality, the kind of product I would want my family to 
have.” 

If I saw a display of cheese in a store, not identified by a manufacturer’s 
brand, I might not buy it, but if I saw the Kraft label on it I would know I have 
got quality. The reputation has been built. A reputation is something that you 
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cannot borrow and you cannot buy, you have to build it. You can only do this by 
providing products that are of quality and with which people will be satisfied. 
They know when they see a package of cereal that that product is made by our 
company, they know we stand behind it 100 per cent. I think our reputation and 
the reputation of many food manufacturers plays a very important part in the 
consumer acceptance of the particular food. : 

Co-Chairman Mr. BasFrorp: In fairness to you, Mr. Robinson, could I go back 
and say that I read into the record what was a comment on a situation in 1966, 
which described the profits in the industry as enormous and said: 

Not surprisingly, Kellogg, whose business is almost entirely in dry 
cereal, last year earned a solid 22.6 per cent on its stockholders’ money, 
netting $35.3 million on sales of $366 million. In the past decade, its 
earnings have increased at an average rate of 10 per cent each year. 


I go back in case there may be a misunderstanding on the record. I do not 
know whether you want to comment further on it. 


Mr. Rosprnson: I have no further comment. 


Co-Chairman Mr. BasrorpD: You now participate in co-operative advertising 
with your customers? 


Mr. Robinson: We do not buy the co-operative sales as such. That is, the 
package units, if I might refer to them as such. We do not purchase these from 
our accounts. We provide a sum of money, through our volume incentive plan, 
and it is based purely on the percentage of our total business that each account 
represents. If we ask that these dollars be directed for in-store displays, featured 
prices, generally in support of a promotion, a corn flakes contest promotion, we 
expect it is one which is going to obtain consumer interest, and we would suggest 
at that point that corn flakes should be featured and this is what is done. 

Co-Chairman Mr. Basrorp: On the basis of sales, you set aside a fund that is 
available for co-operative promotional deals, if I might call them that? 


Mr. Ropinson: Along with these, during the year we will provide a free 
goods and allowance arrangement, which can be 50 cents a case for a given 
period of time, or one case free with ten. We would suggest to the trade that this 
money should be directed to in-store activity, and again, hopefully, to the 
product at a price which would be lower than the normal shelf price. 


Co-Chairman Mr. BASForRD: I understand that some years ago your company 
discontinued this practice in terms of co-operation? 


Mr. ROBINSON: We had a merchandising incentive plan, as we chose to call it. 
It was brought to our attention that the Combines Investigation Act study at that 
time showed that, as regards Section 33B, perhaps some of the things and the 
way our plan had been put together, might not be quite right. We discontinued 
it, and adopted a new plan which was used in 1963. 


Co-Chairman Mr. BAsForp: That is not what I was referring to. At that time 
you developed a plan that coincided with the Combines Investigation Act. I am 


informed that at one point you told the chains that you would not participate in 
promotional deals. 


Mr. ROBINSON: I think we suggested that our plan was discontinued for the 
reasons I have outlined. The plan was not, in our opinion, quite the way that it 
should have been and it was discontinued until the new plan was devised. 


Co-Chairman Mr. Basrorp: Does the American company contribute to the 
chains by way of promotion and co-operation? 

Mr. ROBINSON: I cannot answer that specifically. I know our products 
have—I know this simply from what exposure I have to U.S. newspapers, 


grocery advertisements and so on—that our products do receive the support of 
most of the retail distributors. 
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Co-Chairman Mr. Basrorp: Is Mr. Rochester with you? I take it he is from 
the American company? 

Mr. RoBinson: Mr. Rochester? Is he with me? Here now you mean? 

Co-Chairman Mr. BASFORD: Yes? 

Mr. ROBINSON: He is not. 

Co-Chairman Mr. BAsForpb: I am told, and you might comment on this, that 
some years ago your company changed its promotional co-operative advertising 
scheme and Dominion Stores immediately informed you they would de-list five 
of your products? 

Mr. ROBINSON: I guess any manufacturer has products on the shelf, and we 
are no exception. Some of the ones I have talked about earlier here, I guess, if I 
were to be honest about it, some of them would not be on there. Perhaps with 
the amount of turnover that is necessary, no retailer could stock items on his 
shelf that are not providing him sufficient turnover to make it worth while. 

Co-Chairman Mr. Basrorp: That is a very general comment on a rather 
specific situation. 

Co-Chairman Senator CROLL: It was not the answer to the question. 

Mr. ROBINSON: During the year 1962 there were a few of our products, and 
among them were the minor items I have talked about, that did not have 
distribution in some outlets. 

Co-Chairman Mr. BASFORD: Which outlet? 

Mr. ROBINSON: I cannot be specific as to just which ones they were, at this 
point. 

Co-Chairman Mr. BASForD: Are you sure? . 

Mr. ROBINSON: Yes. 

Co-Chairman Mr. BASForRD: We will leave it at that, for the moment. 

Mr. URIE: As a supplementary, I would ask if Mr. Robinson would be good 
enough to supply the committee with copies of the incentive plans and deal 
arrangements and so on that are supplied to the various customers? 

Mr. ROBINSON: Let me ask you, Mr. Urie, you want these to include the free 
goods and allowances deals? There is no hard and fast pattern, it can be 50 cents 
a case, 35 cents a case, for 30 days, or one case free in ten. There is no hard and 
fast pattern. 

Mr. UrtE: How are these initiated? Are they initiated from time to time 
during the year as the result of action taken by you, or are they initiated by the 
retailer? 

Mr. ROBINSON: These are purely our own decision. We will single out a 
product that we want to promote for a given period. It is extra promotional 
activity, if you like, and we will give this free case or allowance. 

Mr. URIE: To any retailer or any wholesaler? 

Mr. ROBINSON: To all. 

Mr. URIE: On the same basis? 

Mr. ROBINSON: Yes. 

Mr. URIE: How many times a year would you do that? 


Mr. RoBINSON: In this past year I would say we had three promotions during 
the year, free goods or allowances. 

Mr. URIE: Would you be good enough to supply the committee with the cost 
of such promotion, to your company, during 1965 or 1966, whichever is the more 
convenient? 

Mr. ROBINSON: You want the cost of free goods and allowances, this is one 
case free, or 50 cents, and so on, in 1966. 
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Mr. URIE: Yes. . 

Mr. SattsmaNn: Mr. Robinson, how do you determine your selling price to 
the stores? How do you determine at what price a box of corn flakes will sell? 

Mr. Rosinson: How do we determine that? Well, our price is based on our 
cost of material, production, our selling expense, our advertising expense and, of 
course, our profit factor. 

Mr. SALTSMAN: How do you determine what your selling expense is and 
what type of profit you want to make? Do you have some preconceived notion of 
what kind of return you want before you market a product? Do you have a 
preconceived notion of how much advertising is going to go into that product? 

Mr. Rosinson: First of all, we would look at the type of product to see if, for 
example, it was a juvenile product and would fit into that area, or would be in 
that range. There is no set price, however. There are so many combinations of 
grains and flavours that it is difficult to say that one particular product will be 
the competitor to any product we might introduce. Rather, it has to be treated 
in terms of a category. 

Mr. SALTSMAN: Do you feel, then, when you put out a special product with a 
special name to it that it really has no exact competitor? It is an item in itself 
and you can price it according to what you think the public is prepared to pay 
for it. Is that it? 

Mr. Ropinson: Let us take our most recent introduction as an example, 
Apple Jacks. This is an apple and cinnamon flavour. Now, it would be difficult to 
put that into any predetermined category, unless you would put it into the 
category of presweetened foods. I suppose that is where we would look for it. It 
is a presweetened product. It is different from anything else on the market, but 
perhaps it can be considered as a presweet. 


Mr. SALTSMAN: I think the committee has been very concerned about trying 
to determine the role that advertising plays in consumer prices and how it affects 
the consumer. I think, whereas all of us recognize the value of advertising, there 
can be some excellent arguments in terms of a level of production. It has been 
pointed out how advertising can be a useful instrument in getting year-round 
production at a plant. 

The real question is not whether advertising itself is a good thing or 
whether it helps the consumer, but whether the amount of advertising that is 
now being carried out is serving the consumer well or whether some considera- 
tion should be given to finding ways of reducing the amount of advertising which 
is being conducted. 

Co-Chairman Senator CROLL: Is this a question? 

Mr. SALTSMAN: It is a preamble, Mr. Chairman. 


Co-Chairman Senator CROLL: I realize that. I have got a long list, you know. 
Go ahead. 

Mr. SALTSMAN: Let me ask you this, and I will have to put this in the form 
of a question, in deference to the chairman: you indicated that the welfare of 
your company depends upon advertising. Is that correct? 

Mr. ROBINSON: Certainly in part, yes. 


Mr. SALTSMAN: You have also indicated to a considerable extent the 
welfare of the whole industry depends upon advertising. In other words, because 
you are competing with bacon and with eggs and with other products, you need 
to advertise. 

Mr. Ropinson: I think this might be said about the entire food industry. 


Mr. SALTSMAN: Can you relate how the welfare of your company, and the 
welfare of the industry generally, is related to the welfare of the consumer? How 
does it benefit the consumer by your conducting your industry and your 
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company in this particular fashion? If, for instance, all of you within the 
industry were to reduce your advertising by 20 per cent and pass that cost on to 
the consumer, would this not benefit the consumer? 

Mr. ROBINSON: I would think not. I would suggest that, if we were to 
discontinue or to reduce any amount of our advertising, this could only result in 
a declining market, and as a result, a higher unit cost. 


Mr. SALTSMAN: In the table you gave us, Kellogg’s Products—Case Volume, 
when your products started to drop during the period of time you reduced your 
advertising, did those products increase in price? 

Mr. ROBINSON: Did the products increase in price? 

Mr. SALTSMAN: Yes. I am referring to your exhibit, Kellogg’s Products 
—Case Volume. In the case of “A”, you reduced your advertising in 1959 and 
there was a substantial volume drop from there on in, and in “B” and “C” a 
similar pattern developed. There was a substantial volume drop when you 
decreased your advertising. 

Did your prices on those products increase when your volume dropped? 

Mr. ROBINSON: Did the prices on these products increase? 

Mr. SALTSMAN: Did you raise the price of those products when your volume 
dropped? 

Mr. ROBINSON: We did not increase the price. When we cut out our 
advertising our volume decreased considerably and each of these three items are 
a high-cost item. 


Mr. SALTSMAN: Why did you not adjust your prices on the basis of what you 
told me earlier, that, if advertising is reduced, then you get shorter runs and 
your costs go up and you need to raise prices? You did not raise the prices in this 
particular case. 


Mr. ROBINSON: No, we did not. 
Mr. SALTSMAN: You relate volume to your costs? This is what I am asking. 


Mr. ROBINSON: Each of these three products, again, must necessarily stay 
within the acceptable price level, and I guess we felt at that time that we would 
be unwise, we would further speed the demise of the products, if we were to 
increase the price. 


Mr. SALTSMAN: If everyone in the industry, if those people manufacturing 
breakfast cereals, were tomorrow to reduce their advertising amounts by 20 per 
cent, would the price of breakfast cereals start to rise? 


Mr. ROBINSON: Would they start to rise? 
Mr. SALTSMAN: Yes, would the price of breakfast cereals become higher? 


Mr. Rosinson: That is difficult for me to answer. Certainly, the price would 
not go down. We would be faced with higher costs. Our volume would go down 
and we would be faced with higher costs of production. 


Mr. SALTSMAN: Well, the price never goes down for any reason. However, 
they would not rise, you say? 


Mr. RoBInson: They would eventually. If the product were still considered 
as one that the manufacturer wished to retain in his business, then, as costs 
increased, there would certainly come the point where he would have to increase 
his prices. 

The company might be able to accept one or two of these items, but 
certainly, if it applied to his entire line of products, I would say that he would 
have to increase his prices because the costs would go up. 


Mr. SALTSMAN: I would like to get to this question of what extent the 
consumer wants some things and what extent the consumer is sort of induced to 
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want some things. Looking at this table you gave us, from my interpretation of it 
as I read it, and again, I am referring to Kellogg’s Products—Case Volume, the 
sheet that you gave us as an exhibit, it seems to indicate that the consumer, if 
left to her own devices and not influenced by advertising, makes a different kind 
of decision, because, when you were advertising your stock on certain prod- 
ucts—and I presume that the quality of the product did not change during that 
period of time—and when the advertising was reduced on those certain products, 
the consumers’ demand for those products declined. Is this correct? 


Mr. Rogrnson: If I understand your question correctly, it is that when we 
discontinued our advertising the consumers’ demand for those products declined. 


Mr. SALTSMAN: Yes? 
Mr. ROBINSON: Yes. 


Mr. SALTSMAN: Would you not consider that advertising those products was 
inducing the consumer demand rather than responding to consumer demand? 


Mr. Ropinson: I think it would simply suggest that the product is still 
available. It is continually reminding the consumer of what choice is available to 
her that spells success or failure. 

Mr. SALTSMAN: Why should the consumer not be allowed to make her own 
choice without being perhaps unduly influenced by advertising? For instance, 
you have done a fair amount of advertising of this product. You have put it on 
the shelf. She knows it is there. Why should she not be given a fair amount of 
freedom to make this choice herself instead of having the product promoted so 
that her child will insist on it so that she has to buy it. 


Mr. Ropinson: I think she has every right to make that decision. The 
decision as to whether the product will be manufactured or stocked in the 
retailers’ stores is the decision of the consumer. I guess that we, as manufactur- 
ers, do not make that decision. The retailers certainly do not make that decision. 
The 20 million people in the country decide whether or not the product will or 
will not be first in distribution and, naturally, if it will be manufactured or not. 


Mr. SALTSMAN: In the light of some of the information you have given us, 
are you saying that advertising is not influencing the decision of the housewife or 
child for certain products? 


Mr. Ropinson: I consider advertising a very worthwhile and a very influen- 
tial part of our business. It will take a message to the consumer about a new 
product or an improved product. Certainly, we are all influenced in some way or 
other by advertising. Everything that we do, I think, stems from that. Perhaps, if 
you ask yourself why you buy the type of car you buy or why it has a certain 
type of tire, I think that if you look back you will find that somewhere in your 
mind someone has convinced you that that particular automobile or tire or 
product was the one that was the best quality to satisfy the need that you 
particularly had. 


Mr. SALTSMAN: I am interested in the structure of your industry, in a way. 
How easy is it for somebody who is not already in the food industry to go into 
breakfast cereals? If your competitor wanted to go into this field, how easy 
would it be for a new entrant? Have there been any new entrants in recent 
times? 

Mr. RoBINSON: There have not been any new entrants in the last few years. 
As to whether someone can go into the cereal business, the answer is “certainly”. 


Co-Chairman Senator CROLL: But he means can he stay once he is there. 


Mr. Ropinson: I guess that would depend upon tthe type of product he 
makes. The question is whether the product he develops will satisfy a particular 
need. It is a question of whether I can produce a product of a quality that once 
the consumer has tried it he will continue to purchase it. 


a 
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Mr. SALTSMAN: In view of your comments on the corporate image, and I 
come back to that again, and how the consumer relies on it, does not this creation 
of the corporate image attempts to give a product an oligopoly in that you have 
trained the consumer to place reliance on a brand name rather than on the 
intrinsic merit of the product itself. 

Mr. ROBINSON: I suggest that a reputation is a long and hard thing to earn, 
and if someone builds a better mousetrap, that is the mousetrap that will be 
purchased. 

Mr. SALTSMAN: If I build a mousetrap and do not have the money to 
advertise it, what would happen? 


Co-Chairman Senator CRoLL: You would end up with mousetraps—that is 
what you would do. 

Mr. SALTSMAN: With that sage comment I will end my questioning. 

Co-Chairman Senator CroLL: Mrs. MacInnis. 

Mrs. MacInnis: I want to deal with the cases of the products on which you 
discontinued advertising in the two years 1960 and 1964. Why did you discon- 
tinue advertising on those products? 

Mr. RoBinson: Why did we discontinue advertising? 

Mrs. MacInnis: Was it to cut down the price to the consumer? 

Mr. RoBINSON: In our total advertising mix there are only so many avail- 
able messages or impressions at our disposal, and the investment we make in 
advertising and promotional expenditure is itself determined by our marketing 
people who tell us that those impressions would be better used on “X” product 
rather than on another. 

Mrs. MAcINNIs: Did you discontinue the advertising in order to launch 
another new product at that stage? 

Mr. ROBINSON: That could be part of it. As these new products are launched 
they do require a higher than normal advertising expenditure. If you are trying 
to contain the total amount you are going to invest in this area— 

Mrs. MAcINNIS: Could you tell me definitely whether there were new 
products launched following discontinuance of advertising in those years, and if 
so what were they—that is in 1960 and 1964? 


Mr. Ropinson: I don’t know if I have that information. In 1964 our company 
launched a new product, Kellogg’s Froot Loops. 


Mrs. MAcINNIs: And how about 1960, or following 1960? 


Mr. RoBINSON: In 1960 we launched Kellogg’s Cocoa Krispies. I guess some 
of the names you are having difficulties with must be some of the products we do 
not advertise properly. In 1961 we had Kellogg’s Sugar Stars. 

Mrs. MacINNIs: Would I be correct in concluding that the reason the 
advertising was discontinued in those two years was in order that this product 
could be launched by this form of advertising? 

Mr. RosBinson: That could be the case. I would not want to say that that was 
the determining factor. 


Mrs. MAcINNIS: Would the consumer be right in drawing that conclusion? 
Mr. Rosinson: I don’t really know. 


Mrs. MacInnis: We will leave that for the moment. Were these new 
products higher in price than those they replaced or on which the advertising 
was discontinued? 

Mr. ROBINSON: I cannot be specific as to prices but I would think probably 
not. These items were pre-sweetened, of course. 
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Mrs. MacInnis: It would be interesting to find this out, particularly for the 
consumer, because they frequently discover that when an item is withdrawn and 
replaced by another, the new item is usually sold at a higher price. 


Mr. Ropinson: But these items were not withdrawn. 


Mrs. MacINNIs: When the advertising was discontinued and they fell away 
were the new products higher in price than the others had been? 


Mr. Ropinson: They were different products— 


Mrs. MacInnis: For example, the Sugar Pops, were they higher in price 
than the ones on which you discontinued advertising? 

Mr. Ropinson: I would think probably not. 

Mrs. MAcINNIs: This is a point I would be interested in getting informa- 
tion on. 

Co-Chairman Senator CROLL: The question is on the record very clearly. 
What Mrs. MacInnis wants to know, Mr. Robinson, is whether these items the 
advertising on which was reduced in 1959, 1961 and 1964 were replaced with 
other items of a higher price. 


Mr. Ropinson: You are asking if the products introduced in the years we 
discontinued this advertising were more costly than the products on which the 
advertising has been discontinued? 


Mr. ALLMAND: And, more importantly, was there a higher profit margin? 
Mrs. MacINnIs: You can find out about that; I want to continue on this. 


Co-Chairman Senator CROLL: We included your question in this, Mr. 
Allmand. 


Mrs. MacInnis: Now I would like to go on to another subject. I would like 
to ask if children are more susceptible to advertising than adults. 


Mr. Rospinson: Much has been said in that area. I really cannot say who is 
more susceptible. Let me talk about a show that was mentioned earlier, the Yogi 
Bear Show. When that was part of our advertising plan, while it was initially 
purchased for children, after it had been on television for better than a year we 
got back a broadcast index telling us how many were watching the show and the 
age groups, and surprising as it may be 52 per cent of Yogi Bear’s audience was 
adult. 


Mrs. MAcINNIs: I won’t ask for the mental age—we will let it go at the 
chronological one. I don’t know where this magazine came from. Did you 
distribute this? 

Mr. Rospinson: No. . 

Mrs. MacInnis: I want to read a short statement from this— 


Don’t Underestimate the Power of a Kid They now tell mother what 
to buy for breakfast. And she buys it—$650 million worth of dry cereal a 
year. If she doesn’t, Cap’n Crunch or Yogi Bear will get her. 


What I want to ask is this: I understood that business has certain fair 
practices laid out. Is it, in the opinion of your company, a fair thing to do to get 
the kids to use blackmail on their parents to buy these things when the children 
have no money and the parents have a family budget and where this can upset 
the budget? Do you ever figure these things out in your company in the light of 
business ethics—do you consider it a fair practice? 


Mr. Ropinson: Let me answer in my own way. I have three daughters who 
have gone through the stages that most children do, and when I am in the 
grocery store—about once a week—if my youngster requests some item for 
whatever reason— be it the advertising, if you will, the promotion, the label, the 
connotation of the product—if I can be reasonably certain that by their wanting 
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something—and perhaps I am a more rigid parent than some, but if my children 
want something, and if they get what they want, it must be used. Have I 
answered what you asked? 

Mrs. MAcINNIsS: You have, perhaps, for your income group, but is this true 
of low income people, where parents have to watch very carefully the balance of 
food in making purchases? 

Mr. RoBINson: I think all parents are basically the same: they are interested 
in the welfare of their children and are interested that they get proper 
nourishment. Certainly, there are controlling factors. 


Mrs. MacInnis: I guess I got my answer. Your company, or nobody else’s 
company, can afford to take into account how far the family budget will stretch. 
I am raising these points because they are things that concern me, that in 
merchandising practices children are used as a club over the parent’s head by 
firms to buy things they cannot afford in the family budget. 


Mr. ROBINSON: We certainly do not attempt to use anything we do advertis- 
ing- or promotions-wise as a club over the parent’s head. 


Mrs. MAcINNIs: There is one more thing. You have all kinds of choices of 
product that you are selling, and you also have all kinds of sizes of packages for 
the choice of consumers. Again, I am asking this question on behalf of a great 
many women. Have you ever considered having a choice of packages with 
gimmicks in side by side with packages with no gimmicks for the consumer to 
buy? 

Mr. RoBINSon: I think we have thought of it, and I guess we have done it on 
numerous occasions. 


Mrs. MAcINNIS: With what result? 


Mr. RoBINSON: Kellogg’s Corn Flakes, on occasion, have had an insert of 
some type—an edible or plastic toy type. Many times these have been distributed 
on what we consider a 50-50 basis, every other package has these inserts in 
them; and they are on grocers’ shelves exactly that way—some have and some 
have not. 

What does it do to sales? At the end of the month, when we go back for our 
next order, we find both packages with and without have gone into the 
consumers’ hands. Have I answered that properly? 


Mrs. MAcINNIS: You have, except you have opened up the whole question of 
whether advertising on the scale you are doing it is necessary to sell these things, 
because if women will buy these things without the gimmicks, on an even-hand- 
ed basis with the gimmicks, why add all that into the product? 


Mr. RoBINson: Not all products are under promotion at all times. We will 
single out a given product for a given period and apply some form of promo- 
tional pressure. 


Mrs. MacInnis: In other words, you do not believe, having built up this 
reputation of which you spoke, that it will carry over with a big enough body of 
steady customers without this continual gimmick advertising going on? 


Mr. ROBINSON: We think that people will drift away from a given product, 
be that what it may; and it is vitally important, through the medium of 
advertising, that they be reminded of the product they once purchased. This has 
proven successful in our business. Any time we have properly advertised and 
promoted a product, we have had a reasonably acceptable marketing experience; 
and if we have not, the experiences have been the reverse. 

Mrs. MAcINNIs: I would like to see you some time try that with a well 
established product like plain cornflakes—have some with gimmicks in and some 
without gimmicks, a controlled group, and see how they sell. You might be 
surprised. 
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Co-Chairman Senator CroLL: Mr. Scott, I have quite a list. Will you be 
short? 

Mr. Scott (Danforth): Yes, I will be brief. 

Mr. Robinson, of the 24 products you have on the market, how many of 
these are what you describe as “kid-oriented”? 

Mr. Rosinson: That is most difficult to answer. Our consumption of corn- 
flakes is about 50-50 adult and juvenile. Rice Krispies falls in the category of 
being the 50-50 type of product. When I use the term ‘“‘juvenile-oriented” I 
think of the pre-sweetened types which are highly acceptable to juveniles and to 
a much lesser extent to adults. 

Mr. Scott (Danforth): I wonder if you could verify this. I have an article 
which says that children age 3 to 12 now influence almost 70 per cent of the 
cereal market. Would that be an accurate statement? 

Mr. RoBINSON: What was the percentage? 

Mr. Scott (Danforth): They now influence almost 7 0 per cent of the cereal 
market. 

Mr. Ropinson: That could be quite possible, when you consider all of our 
products and all the industry’s products are highly acceptable to children. 


Mr. Scott (Danforth): Just one other question. I want to ask you whether 
your firm packs for wholesalers or retailers under private label brands? 


Mr. Rogpinson: All Kellogg products manufactured by our company are 
packaged under the Kellogg label. 


Mr. Scott (Danforth): You have no private brands? 
Mr. Ropinson: No, we have no private brands. 


Co-Chairman Senator CROLL: That was not quite the question. You do not 
sell to anyone who may sell it under his private label? 


Mr. Rospinson: Kellogg’s do not provide any of their cereal production for 
private label use. 

May I extend on that a little? I do not believe in this country—with the 
possible exception of some local western manufacturers of puffed wheat and, I 
believe, some puffed rice—that there is any private label cereal production. 


Co-Chairman Mr. Basrorp: I would like to go back for a minute to the 
instance I was speaking to you about before, where you were notified your 
products had been de-listed by some of the chain stores—I think you said by 
some of the “outlets.” What type of outlets were those? 


Mr. RoBINSON: It would apply pretty much to any type of outlet, from large 
to small. Some of our products were not available in all types of stores. 


Co-Chairman Mr. BasrorD: Why were they not available? 


Mr. Rosinson: Many of these items, as I indicated earlier, are minor items. 
Some of them were duplications of sizes, and it was felt that either by way of 
volume or number of sizes a product might not be necessary. We still experience 
this today. We market a product with eventually two package sizes. I do not 
think I could say we have any product where we would feel assured we had 100 
per cent retail distribution of any product. That goes right on to cornflakes. We 
do not have 100 per cent distribution of any particular package size. Certainly, 
the product in total is in stores that account for most of the grocery business, but 
in one particular package size—some carry one or two, and some the three. 


Co-Chairman Mr. Basrorp: I think you are talking general merchandising. I 
am going back to 1962, when you told me that some of your products were 


delisted and you could not recall which outlets they were. I would like to be 
provided with which they were. 


Mr. ROBINSON: That can be done, certainly, if our records show what was 
available in each of our 350 different direct accounts. 
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Co-Chairman Mr. Basrorp: I put to you a specific case of where some of 
your products were. I put it to you you have been told by Dominion Stores that 
some of your products would be delisted unless you changed your co-operative 
promotional policies. 


Mr. RoBINSON: I think our records would show all the products the account 
you referred to had in stock. I am sure our sales records would show—that our 
invoicing structure would show—all the products which were purchased back 
for a number of years, if that would provide the information you are requesting. 


Co-Chairman Mr. Basrorp: What I was getting at was that you were 
threatened with the delisting, and you changed your promotional policy. Is that 
correct? 


Mr. Rosinson: I suppose we did have some delisting right across the whole 
spectrum of our business. 


Co-Chairman Mr. Basrorp: As a result of changes in your promotional 
policies? 


Mr. ROBINSON: I would not suggest that was necessarily the reason. 


Co-Chairman Mr. Basrorp: “Not necessarily the reason” is not a very firm 
answer, one way or the other. 


Mr. RoBINSon: It is difficult to know why. 


Co-Chairman Mr. Basrorp: Let me ask you this: Did you change your 
promotional policy shortly thereafter? 


Mr. RoBINSON: During the year 1962 our promotional strategy as of January 
1 did not change at all. Our promotional strategy remained the same. We used 
the half price sales that I spoke of earlier, but that was the extent of our activity. 
In fact, that activity was extended on throughout the year. 


Mr. JoyAL: I have had a chance now, Mr. Robinson, of analysing some of the 
index figures you have given in your brief. It is interesting to note that you show 
a price index on your raw produce of 22 per cent, on labour of 52 per cent, 
freight 3 per cent, and a remarkable 27 per cent on advertising. These are index 
figures now, and the difference between those for 1958 and 1965. This would 
indicate that you have suffered cost increases on an index basis of approximately 
26.5 per cent over the past 8 or 9 years. Yet, your product has increased 
only—and I include in this your November 1 increase—by about 18 per cent. I 
think it is very important for the record to point out that your cost increases 
have not been reflected completely in an increased cost to your consumer. At the 
same time, however, you indicated that you had 50 per cent of the cereal market 
in the country. The question I wish to put to you is: To what extent does that 50 
per cent corner of the Canadian market in cereals inhibit the competitive process 
in cereal foods? 


Mr. ROBINSON: I do not suggest that our share of the market should slow 
anyone’s progress. Certainly, we have a healthy share of it, but this was not 
always the case. 


Mr. JOYAL: But, you show a return on sales of 23.4 per cent, which is by far 
the highest than any of the food processors, distributors or retailers have 
indicated before this committee to date. More that this, if I refer you to a report 
prepared by Dun & Bradstreet, a 22 per cent or 23 per cent return is the highest 
of any manufacturing, retailing, wholesaling, service, construction, transporta- 
tion, utilities industries, or any other of the many of the thousands of industries 
in this country. You return is the highest return of all. 

I admit that perhaps you are limited in what you can do in Canada because 
of your relationship with your parent company, but you still show the highest 
possible return that we have ever seen in terms of sales. Yet, on November 1 you 
still found it necessary to increase your prices by approximately 10 per cent. 
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This is something in respect to which I think the members of the committee will 
find your explanation very interesting. 

Mr. Rogrinson: I do not know that I have an explanation for some of the 
facts and figures you have used. I suggest that in the operation and management 
of our company all of the factors involved in our cost of doing business are 
considered in order to provide the margin of profit that we wish to achieve. As I 
indicated in the submission, this level puts us right back on base, at just about 
our level in 1958. 

Mr. JoyAuL: Yes, but in September when Stelco wanted to increase its 
price—and Stelco according to this chart here has a 10 per cent profit on 
sales—the Minister of Finance said: “Look, you are not going to do this”. You are 
enjoying 22 per cent or 23 per cent on sales. Why should not this committee 
decide to tell you to roll back your prices? Is not your competition going to 
increase its prices accordingly? 

Mr. Roprnson: I do not know that. I would think that as we determined our 
cost increases and felt that an increase was necessary, that probably the costs we 
looked at would be similar in their business, and I could not say what— 


Mr. JoyAu: Would it not be of interest to the consumer who is concerned 
with rising prices to know that the increase in the cost of your product was not 
completely in accordance with the rise in your costs because your profit margin 
was already very wide. I do not know, but it may be that the spread is made up 
by an increase in volume. However, this is part of the North American 
philosophy that you increase volume and reduce unit prices. You have increased 
your volume tremendously over the past several years. You have a very fat 
advertising budget to increase that volume. Even more, you have created 
demands—you create a demand which you are in a position right there to satisfy 
by the self-same process of creating it, and yet you found it necessary on 
November 1 to increase your prices by a further 10 per cent. Can you comment 
on that? Have you any comment to make on that? 


Mr. Ropinson: I would have no comment. 

Co-Chairman Senator CROLL: Mr. Robinson, have you the guide lines that 
were sent to you by Dr. James? 

Mr. ROBINSON: Yes. 

Co-Chairman Senator CROLL: Would you look at them, please? The first one 
has to do with financial statements. You have provided us with merely your 
gross sales in 1964 and 1965. We require that you provide us the figures from 
1960 in the same way. 

Mr. ROBINSON: Yes, sir. 

Co-Chairman Senator CROLL: No. 2 asks for the annual advertising expenses 
and their relationship to gross sales for the same six-year period, and also asks 
you to detail principal charges made to this account. I do not think you have 
provided that. 

Co-Chairman Mr. BASFORD: Yes, he has. 

Mr. URIE: It should be broken down. 


Co-Chairman Senator CROLL: That is what I am suggesting. He did not 
break it down. Please make a memo that that needs breaking down. Give us cost 
of the containers and other packaging materials for the last six years, and show 
the relationship of the cost of them to gross sales. Now, this is called what? 
(Indicating small corn flake box). 


Mr. RoBINSoN: It is an individual corn flake package. 
Co-Chairman Senator CROLL: How is it known in the trade? 

Mr. Rosinson: A corn flake individual. 

Co-Chairman Senator CROLL: How many ounces does it contain? 
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Mr. ROBINSON: Three quarters of an ounce. 


Co-Chairman Senator CROLL: We would like to know what the contents of 
that cost, what the container costs, and what it is sold at. 


Mr. ROBINSON: The whole cost involved in the production? 


Co-Chairman Senator CROLL: Yes, that is right. You have answered No. 4. 
How do you determine that your sale prices are competitive—I do not know 
whether he has answered that. 

Co-Chairman Mr. BAsrorp: Yes, I think he did. 


Co-Chairman Senator CROLL: No. 5 requires a full answer. No. 6 requires a 
full answer. No. 7 is answered. No. 8 is answered. No. 9 is answered. No. 10 is 
answered. No. 11 is not answered in full; that is, the 10 major commodities. 

In order for us to be able to understand what we are dealing with and to 
render a judgment, we require answers to all of these. I think you have tried to 
give us as much information as you can this morning, but we are in need of this 
other information almost immediately, otherwise we will have no choice but to 
call you back, and we do not want to do that. 

Mr. RoBINSON: Certainly, as soon as I return, I will have that done. 

Co-Chairman Mr. Basrorp: With respect, Mr. Chairman, I am not sure that 
it is possible—this is for Mr. Robinson to say—to break down the 10 major 
commodities into production, warehousing, sales, containers, etc., when it is all 
breakfast food. 

Mr. ROBINSON: Yes, it is difficult to do. There are certain cost factors, such as 
those for the grain, that apply to all products. We know how much grain is used 
in the product, and we can determine this, but having regard to the fact that our 
products are so closely integrated there are a number of items with respect to 
which we shall have to give you an educated guess. 

Co-Chairman Senator CROLL: Well, do the best you can on that. We do not 
want to be put in the position the housewife is in of having to compare 42 ounces 
with 73 ounces. Try to give us that information so we may use it for purposes of 
comparison. 

Co-Chairman Mr. Basrorp: I think it should be understood that the question 
has been asked of people who usually have a completely diversified operation, 
and who manufacture tomato juice, baby food, canned soup, and totally different 
products. We are dealing here with someone who thinks of nothing but dried 
cereals. 

Mr. RoBINSON: This is our reason for consolidating all the figures. 

Co-Chairman Senator CROLL: Handle it the best way you can so that it is 
meaningful to us. 

Is there anything further? If not, on behalf of the committee, Mr. Robinson, 
I want to thank you for being very helpful to us. We shall look forward to 
obtaining your answers to those questions yet to be answered as quickly as 
possible. Thank you very much. 


The committee adjourned. 
November 10, 1966 


Upon resuming at 3:00 p.m. 


Co-Chairman Senator CROLL: Members of the committee, we have before us 
this afternoon General Foods Limited. On my immediate left is Mr. Marcel 
Poirier, Sales Manager of the Beverage Division. Next to him is Mr. James W. 
Andrews, President, and on my far left is Mr. Robert S. Hurlbut, Vice-President, 


Marketing. 
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Mr. James W. Andrews, President, General Foods Limited: Honourable 
members of the committee, we have prepared this brief for you with the idea in 
mind of giving you the answers to the questions we have heard raised most 
frequently. As you may know, I have attended a number of these sessions, and I 
have found them highly educational. You will find in this brief, under special 
headings, a number of topics that have not been covered in any brief before. 
They will give you some background information that we hope will be useful 
and helpful. 

With that brief introduction I shall read the brief, and I shall ask my two 
associates to share with me this chore, in the interest of variety. 

Mr. Chairman and members of the committee, my name is James W. 
Andrews and I am President of General Foods, Limited. I have with me Mr. 
Robert S. Hurlbut, Vice-President, Marketing, and Mr. Marcel Poirier, Sales 
Manager of the Beverage Division of General Foods, Limited and a key man in 
our overall national marketing operation. 

We feel that as a company and as individuals, we represent a great deal of 
experience in the food business. We think that we can be of some help to the 
committee, certainly in telling you the facts about our own operation, and 
perhaps in a more general way by offering you our opinions and conclusions on 
aspects of the food industry which may interest you. 

Certainly there is an understandable public interest in our company and its 
methods of doing business, and in our products themselves. No company such as 
ours doing business with a very large segment of the nation’s consumers could 
stay in business as we have, for more than forty years, without having such an 
awareness of the public interest. 

We have included in this brief today a great deal of information about our 
company’s operations, much of it information which has never been made public 
in Canada before. Some of it, in a form requested by the committee, had to be 
extracted from our existing records or adapted from our normal records to meet 
the committee requirements. We hope you will find it satisfactory in presenta- 
tion. 

Some of the information included goes beyond that requested by the 
committee. If there are any omissions or any new requests for figures, I assure 
you that we will be most happy to obtain them for you for presentation at a later 
date. 

General Foods, Limited manufactures and sells in Canada, more than 50 
packaged food products to food wholesalers and major grocery chains from coast 
to coast. We are known as a large company in our field and we are indeed proud 
of our record of growth. However, I think it must be obvious to the committee 
that no one organization dominates this highly competitive business of food 
manufacturing. As a matter of fact, our total sales account for less than 2.1 per 
cent of all grocery sales in Canada. 

Our history actually begins in 1910 with a single product, Postum. Since that 
time, we have, by expansion, acquisition and introduction of new products, 
developed to our present size and scope of operation. We have succeeded because 
our products have, with a few exceptions—some of which you will hear 
about—achieved acceptance by Canadian consumers. 

Our manufacturing operations are carried out at two plants, one in LaSalle, 
Quebec and the other in Cobourg, Ontario. Chart No. 1 gives information on our | 
plant investment and number of employees, and we thought you would find this 
useful. Our products include coffees, other beverages, cereals, dog foods, baking 
ingredients, frozen foods, desserts, and other grocery products, most of which 
bear names that are extremely well known in Canada. A few, such as Jell-O 
Kool-Aid, Grape Nuts, Certo, Maxwell House and Sanka, have, I think it is fair 
to say, become virtually household words. 
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Most of our products fall in the convenience food category and, in a sense, 
one of the most important things we sell is time—time saved in the kitchen 
which frees consumers for other responsibilities or for leisure. 

The basic task of this committee, as I understand it, is that expressed in a 
resolution of September 9, 1966, as follows: “To inquire into and report upon the 
trends in cost of living in Canada, and factors which may have contributed to the 
cost of living in Canada in recent months”. In the light of this, I think it is 
appropriate for me to point out before I go into the statistics and other details, 
the price record of our company’s products in the 18-month period from March 
1, 1965, to September 9, 1966. ’ 

During that period, we were offering 53 different products. Of the total, 
there were no price changes on 36 products; there were price increases on 8 
products; there were price reductions on 9 products. In a period such as this, we 
consider it something of an achievement to have no price increases, or actually to 
have decreases, on a list of products which account for 97 .o% of our gross sales. 
Chart No. 2 shows a detailed list of products which have had no price changes, 
those which have had increases and those which have had decreases. 

This is a complete list of the company’s products. Where you see a zero after 
the name that means that there was no price change during this 18-month period 
prior to September 9. A minus sign indicates a price reduction, and a plus sign, 
of course, indicates a price change upwards. The box score at the bottom, to 
repeat, is 9 reductions, 8 increases, and 36 no changes. 

We selected September 9 as a cut-off date because this coincided with the 
beginning of the investigation. Since then, there has been one price movement— 
a 5 per cent increase in cereal prices announced last month. This was the first 
such increase in two and a half years. 

The net result of these pricing changes—both up and down—is difficult to 
measure precisely. However, we estimate that the price reduction on 9 products 
have resulted in a net savings of more than one million dollars to the consumer 
during the period, taking into account the former price level and assuming that 
volume of purchases remains the same. 

It seems to us that a saving of this magnitude from the operations of one 
company constitutes a real contribution to the anti-inflationary efforts in which 
the Canadian economy is engaged. 

We have grown, and expect to continue to grow with Canada. During the six 
years prior to 1966, we have invested $25,000,000 in plant and machinery. Our 
capital expenditure during 1966 will exceed $8,000,000 and we anticipate a 
further $31,000,000 expansion during the next three years. We are proud of this 
growth. It reflects an ever-growing number of satisfied customers for our 
established products, and an intelligent, consumer-oriented approach to new 
product development. 

In all the classic definitions of what a business is, it is fundamental to point 
out that one of the goals is—“‘the seeking of a profit’’. 

At General Foods, Limited it is certainly one of our aims to carry on our 
business at a profit. The financial statements which I shall present to you indicate 
that we do make a profit. As you will see in the detailed financial section of this 
brief, our profit level has been relatively stable, as a percentage of gross sales, 
over the past six years. Although the last two years were lower than the pre- 
vious three. 

We believe that the profit of a business should be a fair one; that it should 
be based on activities that are both efficient and competitive; that it should relate 
to costs of production and marketing in a fair and reasonable way; and that it 
should be sufficient to provide both for growth of our physical facilities and for 
development of new and improved products which will be useful and acceptable 
to the Canadian public or to significant segments of it on a basis that it is bene- 
ficial to them and ultimately, at least, profitable to us. 
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As the financial summary chart No. 3 shows, we have operated successfully 
in the period under examination. Gross sales volume reflects a healthy and 
consistent growth each year. Along with most other companies, we have been 
faced with the increased cost of doing business that is general throughout the 
Canadian economy. Costs of raw material and labour have increased appreciably. 
Increases in advertising and promotional costs during the past two years reflect 
the higher initial costs of launching new products. 

If I may make a few comments concerning chart No. 3; the years referred to 
there are fiscal years ending March 31, so that the fiscal year of 1966 ended on 
March 31, which is roughly six months ago. The units which are shown along the 
line are arbitrary units so as to measure the volume or tonnage. It is the physical 
movement of our merchandise all put together in a common denominator for 
your information. Our gross sales are expressed in millions of dollars and for the 
last year they were $97.6 million. We include transportation, and as I say these 
are not percentages but actual dollars, warehousing costs, and the cash discount 
which is one per cent if our customers pay us within 10 days. Then there is sales 
tax and damaged merchandise and other allowances. 

There is one point I would like to make at this stage, because I know the 
question will be asked anyway and I might as well get if out of the way. These 
allowances represent only items that appear on the invoices and represent a 
reduction in the amount our customers pay on the invoice. These are known as 
“buy allowances” or “off label” allowances. There is a net price which the 
customer pays so they have no association with the promotion or other methods 
used to market our products. It relates purely to price. Then you have the net 
sales figures and the cost of goods expressed, as you requested, in terms of 
dollars. Then you have raw material, packaging materials, labour and overhead. 
Then it gives the total cost of goods and the total gross margin left after 
manufacturing costs. 

We have listed advertising and promotions, selling, administration and the 
well known figure for income tax, and we arrive at the profit after taxes, and 
down below you see the percentage of gross sales of 4.9 per cent which is 
somewhat less than the previous years but higher, of course, than 1961. So much 
for that. 

Now to talk for a minute about advertising. I understand the committee is 
most interested in this subject. Advertising is an integral and very important 
part of our business. We subject it to the same rigid standards that we apply to 
all our products. Our advertising must be accurate, honest and trustworthy. 
Product claims must be supported by verified fact and may not convey to the 
consumer an unjustified impression or implication of value. 

As a manufacturer in a business such as ours, where we must communicate 
directly to the consumer, advertising is the most important element next to 
quality and value. To us, advertising is an indispensable tool in maintaining and 
increasing the sales of our established products and in permitting us to success- 
fully introduce new and improved ones. We recognize it as an expenditure and it 
is so shown in our financial summary; but it is a cost without which the end price 
of most products would be significantly higher. Sensibly applied, advertising 
increases sales, lowers unit costs and helps provide the dollars that enable us to 
grow with and contribute to Canada’s expanding economy. 

Last year, as chart No. 4 illustrates, if you will turn to that, please 
advertising represented 9.6 per cent of our gross sales, which means that in the 
fiscal year ending in March, 1966, we spent approximately $9,400,000 on adver- 
tising. This is an increase of 42 per cent over fiscal year 1961 when we spent 
$6,600,000. In the same period, sales increased from $61,400,000 to $97,600,000, an 
increase of 59 per cent. Consequently, advertising as a percentage of our sales 
dollar decreased significantly in this five-year period. 
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In real terms, our spending on established lines has decreased since 1961, 
even though the cost of reaching consumers has gone up approximately 30 per 
cent because of advertising rate increases. This is shown in chart No. 5. 

There has been, as you can see, an absolute increase between the years 1961 
and 1966 of $2,800,000. To put this figure in perspective we are currently 
spending $3,100,000 to advertise products which did not even exist in 1961. 

Our market is not a static one. New family buying units increase at a rate of 
about 100,000 per year. New products, and improvements to old ones, are 
occurring literally every day. 

We must keep the housewife constantly informed of the benefits of our 
established products, and make her aware of the advantages of our new ones. If 
we do not, our business—which depends on volume—will become static and 
ultimately decline. 

We are constantly testing advertising to make sure we are not wasting 
money. We take the same approach in all areas of our business where any sum of 
money is spent; including manufacturing costs, administration and the purchase 
of materials. 

We have even tried withdrawing support from certain products and in vir- 
tually every case, sales volume dropped. Instead of saving money, we lost it. 

Packaging: We share the interest of the Government and of the public in 
the necessity for truth in packaging. Packaging, particularly of the convenience 
type of foods, on which we at General Foods concentrate a great deal of our 
activity, must serve a number of purposes. It must protect the goods which it 
encloses. It must be easily identified by the customer in the store. It must carry 
instructions and information on how to use the contents. It must provide in many 
cases the specific quantity which can be most easily and conveniently prepared 
by the housewife. It should not add unnecessarily to the total cost of the product. 

Now there is going around a deceptively simple argument which is fre- 
quently put forward in favour of uniformity of packaging. This argument often 
takes the line that manufacturers should be required or permitted to pack only 
specific amounts, such as pounds or simple fractions of pounds, the theory being 
that to take this approach will eliminate production of unnecessary size ranges, 
will increase efficiency in the manufacturing operation and will ultimately lead 
to lower prices and to less confusion among consumers. 

Superficially, it sounds like a convincing theory. However, it has a flaw 
which I would like to illustrate to you. I might add that much the same 
illustration was given you this morning by Mr. Robinson, but perhaps this will 
enable you to get a different perspective on what I am talking about. Here is a 
package of a breakfast cereal called Honeycomb which we produce; it contains 6 
ounces of product. Here is another of our cereals, a new one by the way, 
VIP—Vitamins, Iron and Protein. It contains 11 ounces of product. In other 
words, that is not so much. Here is a third, Bran Flakes; it contains 14 ounces of 
product. All three packages are the same size, exactly, and the point is they must 
go through the same high-speed packaging machinery. There are other packages 
of cereal the same size containing 84, 10 and 12 ounces of product. So there 
are six different products go into this same package shell, as we call it. All of the 
packages, or shells, are packed on the same line of packaging equipment at our 
Cobourg plant. In all cases, the weight is clearly marked on the package and, I 
might add, the package is full when it leaves our plant. Occasionally it settles 
down in transportation, but when it leaves our plant it is full and weighs the 
amount indicated. 

The simple fact is that some cereals have greater density than others. Bran 
Flakes pack more compactly than Sugar Crisp, with the result that there is a 
difference in the weight of the package that appears on the grocery shelf. We 
certainly do not intend to deceive the consumer with these items and we are 
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convinced that we do not. We do know we save her money through the efficiency 
of operating one packing line for a variety of products. If we were required to 
pack a standard weight of cereal, regardless of density, we would have to install 
additional packing equipment and we would also have to expand our plant to 
accommodate it. 

We asked our engineers to figure what this would cost. We thought you 
would be interested in a specific amount. The additional equipment would cost us 
between two and three million dollars for the lines of cereal we are now 
producing. The additional building space, we estimate, would cost between one 
million and one and a half million. We would, therefore, be faced with additional 
expenses of between three million dollars and four and a half million dollars for 
capital improvements alone, which, I might add, would have to be passed along 
in some way to the consumer over a period of time. 

You will see fractional differences of weight on pudding and pie filling 
mixes. Chocolate pudding and pie filling ingredients simply weigh more than 
vanilla pudding and pie filling ingredients. Yield of servings of different flavours, 
however, is the same. In other words, you get the same amount of end product. 
The basic recipes call for the same amount of milk. 


A third consideration in deciding on package sizes is the varying size of 
family units using the product, the difference in storage space available to 
different people, the difference in frequency of use, all of which contribute to 
decisions by consumers to purchase one size rather than another of the same 
product. 

Since there are obvious production economies in packing the larger sizes, the 
consumer benefits by lower price per unit. We often hear that there are just too 
many packages in grocery stores. As a matter of fact, I believe I have heard it 
here in this committee meeting. 

Perhaps this is further proof that consumers as a group do not fit into any 
simple and logical pattern. There is no uniformity in the ordering procedures of 
individual grocery stores and supermarkets. Fach store owner or manager 
appears to have his own assessment of what the customers in his neighbourhood 
will choose in package sizes, and orders accordingly. There is no assurance that 
any two orders from different retail establishments will match exactly. The 
demand for sizes originates with the consumers but really is passed on to us by 
the retailers. The choice of what packages appear on their shelves is made by 
them. We at General Foods know, through close association with the retail trade, 
that they cannot be forced to buy anything they do not want to buy. 

One of the specific questions asked by the committee related to the cost of 
containers over the past six years as a percentage of gross sales. These figures are 
given on chart No. 6. You will note that while there has been considerable 
growth in the overall expenditure on packaging, it is, in 1966, almost unchanged 
from the 1961 figure. 

The committee also asked us about f.o.b. sales prices. We have been asked to 
show quotations at f.o.b. plant, sales prices per unit of some of the principal 
products offered during selected weekly periods during 1965 and 1966. On chart 
No. 7 is a representative list of our products offered during the first week in 
February, 1965 and the first week in July, 1966. It is our practice to ship f.o.b. 
customer’s warehouse. I might add with regard to all our products—particularly 
in the Maritimes and Newfoundland—everybody gets the product for the same 
price. 

We were also asked, “When volume sales orders are invoiced, is the billing 
net of all discounts or gross less discounts?” Our practice is to bill these gross 
less discounts. I would like to point out here that our policy is to sell our 
products at the same price to all our customers regardless of volume. We have no 
volume discounts. We make sure that our prices are competitive through 
constant market research and reports from the field. There is no pat formula for 
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pricing. We do not employ fixed or percentage mark-ups, nor do we rely blindly 
on the laws of supply and demand. Each pricing situation is unique—we have a 
number of different businesses—and is approached on an individual basis with a 
view to the long-term success of the product. 

Major commodities. We have been asked to select 10 major commodities 
manufactured by our firm and allocate production, warehousing and sales costs, 
such as containers and packaging materials, raw materials, wages, direct adver- 
tising, co-operative advertising, which will not appear, of course, etc. 

Chart No. 8 shows the schedule of the figures requested. In a business as 
complicated as General Foods, Limited with over 50 products, there are large 
amounts of cost which cannot be specifically allocated to a product. These 
charges would include such things as our sales force, our administration, 
including manufacturing administration, plant depreciation, etc. Therefore, we 
have on the schedule, allocated these costs to the best of our ability. 

On chart No. 8 you see across the ten large parts of our business: Coffees, 
which happen to be the largest part of General Foods; packaged desserts; dessert 
toppings; cereals; dry dog foods; our Walter Baker chocolate business; rice, 
Minute Rice; orange juice, three or four brands; our Bird’s Eye frozen vegeta- 
bles; and a conglomeration called “other beverages.” You can find the individual 
names of chart No. 2. 

Now we come to sales promotion. We have been asked for our policy 
concerning the use of cents-off labels, coupons and premiums. They all have a 
common purpose of inducing trial cr increasing sales. We believe that they 
should not be used indiscriminately or in a way that would mislead or confuse 
the consumer. When properly used, they are not only effective in their own right, 
but actually provide added value to the consumer. 

For the purpose of this brief, we would like to examine each of the three 
individually, because they differ in concept and are often used in different stages 
of marketing development: 

First, let us examine the cents-off technique. We have used it on a number 
of products, particularly instant coffee, as an effective way of stimulating sales 
and of giving temporary price reductions to the housewife. The cents-off device 
provides a worthwhile saving for a short period and ensures that the entire 
saving is passed along to the housewife. It provides us with an excellent means 
of generating consumer trial and thereby increasing sales. 

If these price reductions were spread over a wider period, the price change 
would be negligible and might not be reflected in the eventual price to the 
consumer. 

We do recognize, however, that excessive use of this technique can and does 
cause confusion. Price and value may become blurred in the consumer’s mind. 
Nine months ago, General Foods discontinued the use of cents-off labels on all of 
its brands. We hoped that our competitors would follow us and that we could use 
this period to re-appraise this technique fully and re-establish it on a more 
orderly and less confusing basis. Some of our competitors did follow us but the 
majority did not. 

We re-introduced cents-off labels last month on Instant Maxwell House 
Coffee. 

As a result, Instant Maxwell House is now being sold across Canada at 20¢ 
off on the 6 ounce jar and at 30¢ off on the 10 ounce jar. I want to emphasize 
that this offers the consumer the lowest priced Instant Maxwell House Coffee 
Since January, 1964. 

The use of coupons is less general than cents-off labels, but they are another 
effective incentive to generate product trial. Coupons are usually employed in 
the introductory phases of product development. They allow the consumer to 
sample a new product at a price substantially below the normal price. 
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We normally use coupons when we have made improvements on our 
established lines. We have found that if we can induce consumers toutry “our 
improved product, that this is one of the most efficient and economical ways of 
sampling, and thereby adding new customers. : 

Premiums used are of two varieties—the in-pack premium, and the 
ones you send away for. In-pack premiums are bought in large quantities 
resulting in extremely low unit costs. They do provide an incentive for 
purchase and, in the home, they are often an incentive to consumption. 
The more expensive mail-in premiums are self liquidating. Volume 
purchases of these items allow us to make them available to the consumer ata 
cost considerably below that of a similar item bought on an individual basis. 

If I may, I would like to turn over the following two sections of this brief to 
my associate, Mr. Poirier, because they have to do with private labels and the 
whole question of value. We know that the committee is interested in this 
subject, and so we have done our best to condense our philosophy and point of 
view. 


Mr. Marcel Poirier, Sales Manager, Beverage Division, General Foods Lim- 
ited: The members of the committee have indicated that they would like to 
know if General Foods, Limited produces ‘‘private label’’ products. 

We do produce some instant coffees which are sold as private label brands of 
several retail organizations. These account for a very small portion of our total 
sales volume—less than 8/10ths of one per cent. 

In 1965, private label coffee accounted for 1.7 per cent of our coffee sales, 
and in 1966, 1.8 per cent. The private label coffees which we manufacture are not 
the same as our national brands. They are not the same products, they cost us 
less to manufacture, but what is even more important, the consumer can detect 
this. Our national brand coffees, in any type of testing, always win over private 
brands. 

Any coffee is a blend of several varieties of green coffee beans grown either 
in South and Central America or in Africa, of varying qualities and characteris- 
tics, purchased by us at varying prices. 

The proportion of higher-priced South or Central American beans going into 
the national brand coffee is higher than private brands. We have a higher cost, in 
other words. Instant Maxwell House also possesses another quality that many 
coffee drinkers consider very desirable in their coffee, which the private label 
coffee does not have. This is the characteristic coffee aroma. Years of scientific 
research went into the development of a method of retaining aroma in instant 
coffee. It adds to the cost of producing the finest instant coffee and this, too, 
contributes to the higher price. 

Obviously, some consumers have come to the conclusion that the private 
label coffee we make is good value. However, we have at the same time 
continued to sell even larger quantities of Instant Maxwell House coffee. This 
indicates to us that a large number of consumers have come to the conclusion 
that Instant Maxwell House Coffee continues to be a better value. 

I do not think that we, or this Committee, can say with any authority that 
none of these two groups is spending foolishly or making a false judgment of 
value. As I said, the two groups are not buying an identical product. The private 
label coffee we pack is not the same as Instant Maxwell House Coffee. 

We believe that the consumer wants and benefits from a wide choice of 
products, and we also believe that the Canadian consumer is capable of 
exercising an intelligent choice. In some of the discussions over food prices that 
are taking place in various information media, there is an implication that the 
consumer is misinformed or gullible. It is our experience that the consumer who 
buys food products has great common sense, and intuitively recognizes true 
value; that he or she has reasons for making buying decisions which are valid 


CONSUMER CREDIT 1213 


and meaningful to the individual, and which reflect tastes and value standards 
which result from long experience in the buying and serving of food products. 

Let us examine together the question of value. It is very important to our 
company to learn as much as possible about the buying habits and the decision- 
making processes which go into the making of a choice by a consumer. 
Obviously, we do not have all the answers. However, we have come to the 
conclusion that the consumer makes her choice on the basis of value as she 
perceives value. Value is not an absolute standard which can be laid down for all 
consumers. It is a highly personal thing involving a great many factors in 
addition to the tangible elements of price, quantity and content. Value to the 
consumer includes such intangibles as confidence in, and reliability of, the 
product itself, or the manufacturer of the product; consistency of flavour; aroma; 
purity; convenience; simplicity and economy of time in preparation. 

If all consumers perceived value in exactly the same way, I suppose there 
would only be one brand of any given product. I suppose that if price alone were 
the standard by which value was judged, the cheapest line of every product 
available today would become the standard and sole brand available in that line. 

But our experience tells us that the consumers do not all make their value 
judgments in the same way and certainly that they do not make them on the 
basis of price alone. Here I am not dealing exclusively with the competition 
between national and private brands. Our company produces a premium coffee, 
which is called Yuban, which has a unique flavour quite different from that of 
our other coffees, which sells at a higher price and which appeals to a small but 
significant segment of coffee drinkers. Its ingredients differ from those of our 
other brands, and it is more costly to produce. It represents value to enough 
people to convince us that it belongs in the market place. 

We are equally firmly convinced that the lower-priced private label brands 
have a valid and continuing role in the market place, that a significant number of 
consumers will continue to make their value judgment largely on the basis of 
price, and that they will be relatively unconcerned about delicacy or consistency 
of flavour, about aroma in instant coffee, or about the confidence in and 
familiarity with a long established and nationally popular brand. Our research 
confirms our opinion that this lower cost private label market does indeed exist. 
It also convinces us that the demand for our national brands, and in particular 
for the most popular—Maxwell House regular and instant brands—has a very 
strong foundation. 

Considering the opportunity consumers have had over the years to buy 
private label instant coffees, and the persuasion exercised to get them to do so 
through pricing, through favourable display and through claims of comparative 
quality, it might seem surprising that the national brands have done so well in 
retaining their popularity. 

The answer, I think, lies in the fact which I stated a few moments ago—that 
only the consumer, acting as an individual, can and does measure value in terms 
of many factors, of which price is only one. 

By constant testing and by the continuing test of the market place itself, we 
have attempted and, we believe, succeeded in, learning how to make and market 
products which a significant number of the consumers will regard as meeting 
individual requirements of value. 

A series of tests by a private research company compared consumer 
preference for Instant Maxwell House against private brands. The cumulative 
result of those tests showed a spread of 20 percentage points in favour of Instant 
Maxwell House over the combined average preference for the private brands. 

These tests were carried out by consumers in their homes over two-week 
periods using jars that were not identified as to brand. These tests, involving 
6,447 consumers, covered a five-year period up to September, 1966. Instant 
Maxwell House won every time over every private brand involved! 
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Mr. ANDREWS: Thank you, Mr. Poirier. Another subject that I know the 
committee is interested in is that of product development. In as much as the 
products of our company have increased in number from 1 to 53 over 50.years it 
is obvious that we have done much product development. We have put together a 
brief summary for your information concerning our methods of new product 
development. I am going to ask Mr. Hurlbut, our Vice-President, Marketing, to 
read this part of the presentation. 


Mr. Robert S. Hurlbut, Vice-President, Marketing, General Foods, Limited: As 
Mr. Andrews has said, a great deal of General Foods total sales volume and 
growth in importance in the food industry is related to our development of new 
products. We could undoubtedly have decided several years ago that we had an 
impressive line of popular products and were carrying on a profitable business 
and that we could, therefore, relax and stop worrying about developing new 
products. We do not know how we would have fared as a company if we had 
made that kind of decision. We might have found ourselves in a position similar 
to that of Henry Ford when he decided that the Model T was here to stay and 
that the customer could have any colour he wanted as long as it was black. 

We believed that we could only be successful in business by adapting to the 
conditions of the modern world; by being prepared to identify and to meet the 
changing needs of consumers for products within our field of operations; and by 
taking advantage of technological and scientific innovations which might make 
possible the production and marketing of products which were better than 
existing ones or which had long been wanted but which had not been technically 
feasible. 

We get most of our new product ideas from consumers themselves. Natu- 
rally these ideas are rarely in the form of a specific demand for a specific prod- 
uct. A consumer may express a desire simply by voicing some want, some prob- 
lem, some frustration she has experienced, and by doing so she may plant the 
germ of an idea in the minds of our trained dietitians and researchers. 

We keep closely in touch with consumers. One of the most important means 
of contact is the General Foods’ Kitchens in Toronto where our experienced 
home economists explore new product possibilities. The General Foods’ Kitchens 
hear from up to 1,000 consumers a month through letters, telephone calls or 
personal conversations. These contacts keep us aware of the thinking of consum- 
ers, of changing tastes and changing problems which can perhaps provide an 
opportunity for the development and introduction of a new product. 

Research projects provide us with a great deal of information on the eating 
habits, menu planning, food and beverage consumption in homes throughout the 
nation. From these we learn of family feeding problems and situations where 
nutritional needs are not being met effectively, economically or conveniently. We 
frequently use questionnaires in which we invite respondents to submit sugges- 
tions and problems. Constant review and analysis of government and industry 
surveys enable our marketing people to stay abreast of trends and developments 
in the marketplace. 

Development of a new product can be a long and very costly process and we 
are careful not to carry any new project very far without checking frequently 
with consumers to see whether we are working on constructive lines which will 
be acceptable to the consumer and from which she will benefit. 

As a first step, we conduct interviews in which people are asked to give their 
view of the basic concept of the new product. The reaction expressed in these _ 
interviews indicates to us whether the concept is a) one that is unacceptable and 
unsound; (b) one that meets a real consumer need and has potential for suc- 
cess; or (c) one that is basically sound but requires modification or refinement. 

ifia concept or product idea is well received, we then move on to laboratory 
preparation of samples to be used for product testing with selected groups of 
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consumers. If the idea is still promising after product testing, we then develop a 
package or container, paying attention to the importance of protection of the 
product, convenience of size and shape, attractiveness, clear communication of 
what the product is and how it should be used. This stage is followed by home 
use tests to find out how families react to the product, how it appeals to various 
age groups, what frequency of use can be expected, and so on. 

Assuming reactions are still favourable, we then proceed with test market- 
ing in selected areas. If, however, reactions were unfavourable, the new product 
normally would go back to the laboratory for further work and development. At 
this point, we know whether or not consumers like the new product but we do 
not know whether, in marketplace conditions, it will represent real value to a 
sufficient number of people, having regard to price and to the availability of 
competitive products. Test marketing provides an opportunity to test advertising 
approaches as well. We can learn at this stage whether advertising prepared to 
support a new product is communicating clearly and effectively or whether it 
must be revised. 

There is no easy road to success in the new product field in our competitive 
economy. Retailers will not give shelf space to a slow moving product. A new 
product, therefore, must sell from the beginning in sufficient volume to make it 
worthwhile for the retailer to provide space for it on his shelves. Sampling and 
couponing play an important part of the introduction of a new product and are 
dealt with elsewhere in this brief, as are other promotion methods. 

After test marketing is completed successfully, introduction on a wide 
regional or a national basis is undertaken. The mass production necessary for a 
full scale national introduction usually requires a substantial capital investment 
for new plant and equipment. 

In the past five years at General Foods, 26 new products reached the test 
market stage. Six were discontinued after test marketing and the remaining 20 
were introduced to the Canadian market. We apparently were right in 18 of 
these 20 cases because the products have been accepted by the consumer and are 
still on the market. On the other two, we must have been wrong for price or 
other reasons and the products have been withdrawn from sale. They obviously 
did not represent value to the consumer on a continuing basis even though in 
earlier stages of testing it was determined that they were products which 
appealed to consumers. 

We would like to take a moment to tell you the stories of the introduction of 
our two latest products because they illustrate very clearly what is involved. 
First is Minute Breakfast,—I have a package here; you may have seen it in the 
stores already—a dry mix which when added to a glass of milk provides the 
nutrition of a normal breakfast. It is primarily for people who cannot or will not 
take the time to eat a regular sit-down breakfast. We were aware that research 
revealed that approximately 50 per cent of all Canadians do not receive the 
proper nutrition at breakfast and we had a concept of a powdered mix which, 
when added to milk, could provide a tasty and nutritious substitute for a meal 
which might otherwise be missed. 

We found that in Canada, the Food and Drug Act and its regulations lacked 
provisions for a food product of this type, so at an early stage it was necessary 
for us to contact the Food and Drug authorities and to work closely with them in 
developing specifications for a food sufficiently rich in nutrition to be acceptable 
to them. Testing and packaging followed the procedures which we have just 
outlined to you, and last month the product, Minute Breakfast, was introduced in 
Ontario and Quebec. It will soon be in distribution in the rest of Canada. Minute 
Breakfast costs the consumer 13 cents per serving to which she adds 7 cents’ 
worth of milk. It takes 30 seconds to prepare. Minute Breakfast provides the 
essential nutritional elements that could be found in a typical breakfast which 
would normally cost more and would take much longer to prepare. 
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Our convenience products are designed to save the consumer time and 
money where possible. ‘ 

If you turn to chart No. 9 we show here the comparisons of recipes that were 
very carefully measured and tested in our kitchens. We had our own home 
economists prepare the product in our own two plants and then take the recipe 
and the traditional way of using the standard recipe, and this exhibit does 
demonstrate too, I believe, that not only in our own products are we offering a 
convenience, that is savings in time to the consumer, but in many instances we 
can offer her a saving in money. We also strive to improve quality wherever 
possible. For example, Minute Rice costs the consumer two cents more per 
serving, but it saves her 12 minutes as well as ensuring her of a product of 
consistent quality. Jell-O Lemon Pie Filling saves the consumer both time and 
money—24 cents and 16 minutes when she bakes a pie. 

At an earlier stage of development, we have a new, high-nutrition cold 
cereal called VIP. Mr. Andrews mentioned it earlier. This, like Minute Breakfast, 
is an all-Canadian product developed here to meet the needs of Canadian 
consumers. Before deciding on VIP in its present form, we tested 11 different 
prototypes until we found one that combined the best characteristics of flavour, 
crispness, colour and texture, along with an extremely high nutritional level. We 
do not know for sure whether VIP will move on to the stage of national 
introduction. It is presently in test market in the Maritimes. We have done all we 
can, and now are waiting for the judgment of the consumer which in the final 
analysis is, for this product as for any new product—or for that matter, any old 
product—the final tribunal. 

We hope that these two new products will succeed. We hope, frankly, that 
they will earn a fair profit for our company and at the same time make a 
commensurate contribution to the Canadian economy. We know that if they do 
succeed in the marketplace, they will have added something to Canadian living 
standards. 

Having spent some time telling you about the development of new products, 
I think it might also be of interest to talk briefly about the work we do in 
improving existing products. Jell-O is a product which has been sold in Canada 
for 55 years and which has been part of the General Foods, Limited organization 
since 1925. Some 80 per cent of Canadian households use Jell-O during the 
course of a year, and about one-third of the Jell-O users consume at least one 
package every two weeks. 

This old and always popular product has been changing. Within the past ten 
years, five separate improvements have been made in the product quality. Seven 
new fruit flavours have been added, thereby doubling the flavour selection 
available to consumers. A large size package offering both economy and conveni- 
ence for larger families has also been introduced. 

While all of these improvements and changes have involved some expense, 
it is worth noting that Jell-O today normally retails at a price very close to the 
price of 55 years ago. It retailed in the earliest days for 10 cents a package and, 
while it went through subsequent price declines and rises, it now retails 
normally at about 12 cents per package. Jell-O is frequently featured in 
supermarkets at 10 packages for a dollar—surely one of the few food products 
which can be bought ‘by alert shoppers at the price their grandmothers would 
have paid. At that price, and in the light of the changing value of the dollar, it 
represents even greater value. 


Mr. ANDREWS: To sum up, ladies and gentlemen, we would like to emphasize > 
these facts: 


SNe General Foods manufactures and sells to retailing organizations a 
wide variety of packaged food products, principally in the conveni- 
ence foods category. Our ultimate customer is the housewife, even 
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though it is the grocer who buys the product from us, prices it and 
displays it. There is an ever-growing segment of housewives who 
demand more convenience in grocery products. They see time-sav- 
ings or ease in preparation as an added value. To many housewives 
today, time literally means money. 


. There have been no price increases among the group of General 


Foods products which generated 97.5 per cent of our gross sales, from 
March 1, 1965, to September 9, 1966, a period of 18 months. 


. The products on which we have had increases have been more than 


offset by the products where we have actually reduced the price. The 
net result of this has been an estimated saving to the Canadian 
housewife during the period in question of more than $1,000,000. 


. We are a large corporation, but it should be remembered that our 


total sales account for less than 2.1 per cent of all grocery store sales 
in Canada. 


. There are some 35,000 grocery stores in Canada today, and you will 


find our major products in most of them. Alongside our products will 
be other national brands, as well as the private labels of the grocery 
trade. We must constantly deliver value to both the consumer and the 
retailer. If our products do not represent good value at the price, the 
housewife will stop buying. If she stops buying—Heaven forbid!—the 
grocer will not stock the product. This is truly one of the freest and 
most competitive markets in the world. 


. We manufacture a small quantity of private label coffees. These are 


different coffees from any of our national brands. They contain 
different blends of beans, cost less to manufacture, and do not contain 
some of the ingredients that make our national brand merchandise 
unique. 


. We must recognize the fact that there is constant competition be- 


tween the manufacturer of branded packaged foods and the grocery 
store—particularly the corporate chain store. The competition is for 
the trade and loyalty of the consumer. This is healthy competition 
and we believe it is necessary in order to make sure that the 
Canadian housewife constantly gets the most value from her grocery 
dollar. 


. The food industry is intensely competitive, highly innovative, and is 


not characterized by excessive concentration. Although profit infor- 
mation is not available for many of the companies, I suspect that the 
profit levels approximate or are below those of other Canadian 
industries. 


Our business grows primarily because of the new products we have 
introduced and are introducing continuously. In the last five years we 
have tested and introduced 26 new products in Canada. It is through 
innovations and risk-taking that the grocery business has grown over 
recent years and has been able to keep up with the requirements of 
the consumer. 


. You have seen that our sales volume has increased 59 per cent since 


our fiscal year 1961. I might here draw to your attention the fact 
that our net profits, as a per cent of our sales, have been declining 
during the last two-year period—as our total expenses have increased 
faster than our sales volume. 
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11. Since 1960, the growth of our business has resulted in the investment 
of $25 million to date. This year, we plan to invest $8 million in 
capital growth. If our plans go well during the next few years—the 
total will have grown to $64 million dollars for the ten-year 
period—1960-1970. 


Mr. Chairman, that is our submission. 

Co-Chairman Senator CROLL: Mr. Urie? 

Mr. Unie: Mr. Chairman, Mr. Andrews, as you are aware, we have made a 
practice recently of investigating the corporate structure of each of the witnesses 
appearing before us, and, as you have pointed out, we know, we believe, that you 
are a wholly-owned subsidiary of a United States Company. 

Mr. ANDREWS: That is correct. 

Mr. URIE: Known as? 

Mr. ANDREWS: General Foods Corporation, White Plains, New York. 

Mr. UrtiE: And it is a wholly-owned subsidiary? 

Mr. ANDREWS: Our company here is a wholly-owned subsidiary, correct. 

Mr. Urte: Does your company or your parent company own in Canada any 
other subsidiaries, either wholly or with a partial interest? 

Mr. ANDREWS: Yes. Our company, General Foods Limited, owns a company 
known as Hostess Food Products located in Preston, Ontario. 

Mr. URIE: What business is that company engaged in? 

Mr. ANDREWS: Potato chips. It is a small company, and has no relation to our 
business, and we operate it completely separately; it is not integrated in any 
way. 

Mr. UrRIE: So the sales figures for Hostess are not included? 

Mr. ANDREWS: No, they are not included or consolidated here. They file a 
separate statement with the Government. 


Mr. URIE: Do you have any figures on gross sales, net sales, profits and so on, 
with respect to that company? 


Mr. ANDREWS: I would rather be more OO te and send them to you as 
soon as I! can, if that is agreeable. 

Mr. UriE: Thank you. Have you any other companies? 

Mr. ANDREWS: No. 


Mr. Urie: In your return under the Corporations and Labour Unions 
Returns Act you mentioned one Tuffy of Canada. 


Mr. ANDREWS: I think that was dissolved a couple of years ago. We do not 
make the product any more. 


Mr. UrtE: On chart No. 2 you give a breakdown of the 53 products which 
you presently market. Is it possible for you to provide to the committee the gross 
sales figures and net profits figures of those divisions in the same fashion in 
which they are set out there, or individually? 


Mr. ANDREWS: This would be almost impossible, Mr. Urie. As we expressed 
earlier, and as we mentioned when we exhibited chart A, it is most difficult to 
spread over the general overheads of the company just simply the cost of 
running the business. If we sold nothing we would spend to the tune of $20 
million, which we call our period cost or general overhead cost. That has to be 
spread arbitrarily over a number of products, and when you get down to 53 > 
products it is very difficult. We have done it for coffees, packaged desserts, and 
so on. 

Mr. URIE: Can you break them down in those large categories? 

Mr. ANDREWS: It can be done. 
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Mr. URIE: The reason I asked the question is this, that you have stated in 
your brief that you have increased the price of your cereals some time during the 
last month by 5 per cent. 

Mr. ANDREWS: That is correct. 


Mr. URIE: What would impel you to increase those prices if you did not 
know the costs involved for the individual groups such as you have here? 


Mr. ANDREWS: We know the cost involved. I do not mean to mislead you 
there. Manufacturing costs are precisely allocated. Advertising costs are precise- 
ly allocated. The only things that are not precisely allocated are the total 
overhead costs of running a multi-product plant where 20 different products are 
manufactured. 


Mr. URIE: I can understand the difficulties involved in that. On the other 
hand, there must be some motive that encourages you to increase the price of 
your cereals a blanket 5 per cent. 


Mr. ANDREWS: Very simple—our material costs have increased since our last 
price increase by a little more than 5 per cent. 


Mr. URIE: By the same token they had increased and decreased up and down 
for the two or three years prior to that, according to the information that was 
adduced before the committee this morning—at which meeting I take it you 
were present. You had met with price increases in an earlier time and yet you 
did not increase the price of your product. It must have something to do with 
sales and profit. 


Mr. ANDREWS: No, not at all. Now that you have raised the subject of 
cereals you will see that that is one of the least profitable parts of our business. 


Mr. URIE: This is what we want to find out. 


Mr. ANDREWS: There it is. I am sorry to say that the cereal business is below 
average, and always has been. You will notice that we estimate a profit after tax 
of 3.6 per cent. 


Co-Chairman Senator CROLL: That is chart No. 8, I think. 
Mr. ANDREWS: Yes. 


Mr. URIE: This is what we are driving at. Your net profit before taxes would 
be 7.4 per cent on cereals. 


Mr. ANDREWS: Correct. 


Mr. URIE: You heard—perhaps I should not compare your figures with those 
of the previous witnesses, so I will ignore the question I was going to ask. 


Co-Chairman Senator CRrou: I think that that question needs to be asked. If 
you are not going to ask him then I will do so. You might just as well ask it. 


Mr. UriEe: Very well. You heard the witness this morning when he indicated 
that the business of his company was confined practically entirely to dry foods 
and that his company had a net profit before taxes of something in excess of 23 
per cent. Yours, as you point out here, is 7.4 per cent. They also have 50 per cent 
of the market in this area. What is your explanation for the fact that they can 
apparently compete with you and make such a high percentage as opposed to 
your relatively modest percentage. 


Mr. ANDREWS: I guess they are just smarter than we are. 


Mr. URIE: I find that difficult to believe in an operation of your size. There 
must be some other explanation. 


Mr. ANDREWS: They have a number of unique advantages. One is that they 
have been able to make a corn flake that we cannot duplicate. We have been 
trying to make a corn flake in our plant at Cobourg which is just as good as their 
for the past 20 years, but we never have been able to do so. They must have a 
secret way of doing it. But when you come right down to it, in the food business, 
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Mr. Urie, success is usually coupled with good products, and that company has 
excellent products. Some of our products are not quite as good as theirs, I am 
sorry to say, in the home use tests that we have conducted. 

Mr. URIE: What percentage of the cereal market do you have? 

Mr. ANDREWS: Currently around 12 to 13 per cent. 

Mr. Ur1tE: Would it be true to say that if you had a larger share of that 
market your net profit would show a substantial increase? In other words, what I 
am asking is: Because Kellogg’s have 50 per cent of the market, would that be 
part of the reason why they have such a high net profit? 

Mr. ANDREWS: No, I would not say so, Mr. Urie. That does not necessarily 
follow. They have an organization dedicated entirely to, and concentrated on, the 
manufacture and sale of cereals. They do an excellent job. They have good 
products. We must spread our energies and attention over 53 products, and 
occasionally I suspect we do not do as well as we should on Post. 

Co-Chairman Mr. Basrorp: I have just a supplementary question in regard 
to your remarks about your problems with corn flakes. The 1960 Stewart 
Commission said this, referring to the Breakfast Food industry: 

But no one of the firms has a magic formula. There is no physical 
characteristic of the products which could not be duplicated by any 
competent competitor. 


I take it that you would not agree with that statement. 

Mr. ANDREWS: I would not agree with that, and I will tell you why. The 
only measure of value, and the only measure of quality, in the food business is 
what the housewife or her husband thinks when they put the product in their 
mouths. It is very easy to say that technically these things can be duplicated, but 
I defy anybody to duplicate our blend of coffee, for instance. It is a secret we 
guard very closely. 

Co-Chairman Senator CROLL: Then, we have not asked for enough infor- 
mation. 


Senator THORVALDSON: The real fact is, Mr. Andrews, is it not, that Kellogg’s 
Corn Flakes are of the best quality in the world? They certainly are so far as I 
am concerned. 


Co-Chairman Senator CROLL: He has said that. There is no need to repeat it. 


Senator THORVALDSON: Is not that the answer? There is no corn flake except 
Kellogg’s? 


Mr. ANDREWS: It is certainly one of the major answers. 

Senator HOLLETT: Have you any control over the price charged by the 
retailers for your goods? 

Mr. ANDREWS: None whatsoever, sir. We sell our products to the retailers. 

Senator HoLLett: And they charge what they like? 

Mr. ANDREWS: Yes. 

Senator HouuettT: There is our big problem. 


Mr. UrtE: Mr. Andrews, I understand that your parent company derives 
from 35 to 45 per cent of its gross sales from its coffee? From our information 
this appears to be the case. Would you say that this is about the same proportion 
in your business in Canada? 


Mr. ANDREWS: Generally, yes. It is in that area. 


Mr. URiE: It was also said in the information we obtained in that regard that 


the net profits of your parent company had declined somewhat in this year for 


two reascns, apparenily; first, new product introduction and, secondly, a decline 
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in coffee prices. Our information did not say a decline in coffee sales. Have you 
found this to be the case in your experience in Canada? 


Mr. ANDREWS: Let me make it quite clear, Mr. Urie, that what goes on in the 
United States has no effect on what we do in Canada. 


Mr. URIE: I did not intend to imply that. 


| Mr. ANDREWS: I want to make quite sure that the record in respect of this 

is not misunderstood. We operate a completely separate company. We apply the 
_ same basic good management policies that we try to apply all over the world but 
other than that we are a quite independent organization. 

Coffee prices vary in the United States, and they vary here. There have been 
lots of times, for instance, when we have had price declines in Canada and 
nothing has happened in the United States. The price of coffee varies according 
to the price of green beans. Now, this price can vary. I hope I am not getting too 
complicated. This can vary tremendously, depending upon the blend of green 
_ bean that goes into the particular product. For instance, the cheapest beans will 
sell for around 30 cents a pound, and the most expensive for around 50 cents a 
pound on the market in New York, which is the major market. These are 
blended, so 100 per cent of the most expensive would be 50 cents a pound, and 
100 per cent of the least expensive would be 30 cents a pound. These changes are 

because the products and the blends of coffees we sell in the United States and in 
Canada are quite different. So, it is very difficult to judge what goes on in the 

States with what goes on in Canada concerning pricing. 
) Now, the price of coffee in the last 18 months is lower than it was in the 
previous 18 months. We lowered our price. As a matter of fact, the price of 
instant Maxwell House coffee today related to the composite cost of the green 
bean blend—what goes into it—is lower than at any time in history, and this is 
simply due to the fact that we have spent millions of dollars on improving our 
facilities in Lasalle, where we have one of the most modern soluble coffee plants 
in the world. We have been able to reduce our costs over the last five years, and 
our costs in relation to green beans is lower than it was over the last five years. 
This is the only true measure, and we can furnish these figures if you want to see 
them. 


Mr. URIE: I think we would like to see them. 
Mr. ANDREWS: Certainly. 


| Senator THORVALDSoN: If I might just follow through on the price of coffee, I 
think a suitable comparison is contained on chart 7 where you have instant 
Maxwell House priced per case in February, 1965 at $29.75. That was reduced 
apparently by $1.50 a case, down to $28.25. Could you give us the anatomy of 
that, while you are on the point of the price of coffee. How have you been able to 
reduce that price that much? 


Mr. ANDREWS: There are two reasons, senator. One is, as I mentioned to Mr. 
Urie, the price of the green beans which fluctuates widely, by the way. It is not 
as wide a fluctuation now with the world control forces as it used to be. As you 
know, all of the governments of the western world control the price of coffee, 
but it still fluctuates a little bit, and last year it was down a bit from the price of 
‘the previous years—down to the point where a price decline seemed to be in 
order. There was that fact, plus the fact that our manufacturing costs have 
declined. So, I think we at that time initiated a price decline—a lower price of 
coffee. 

In addition to those facts, the price will vary tremendously over the period 
of a year as we reduce it with buying allowances, which are passed along in al- 
most every case right to the consumer, or the off-labels that I mentioned earlier. 
You will see the prices of coffee all over the place every weekend, because 
the grocer loves to use coffee as a feature to encourage traffic. 
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But, to answer your question I will say that basically it is due to better 
technology and lower raw material costs. 

Mr. UrteE: I think you have answered my question in part, but what I was 
really driving at was this: As I indicated, the statement was made that the net 
profits of your parent company were declining partly due to the fact that the 
price of coffee had declined which would be indicative of the fact that the profit 
element in coffee was declining. The qustion I was asking was: Has the profit 
element in the sale price of your coffee declined during the last period. I notice 
from your chart 7 that your net profit out of coffees, before taxes, is about 13.4 
per cent and about 6.5 per cent after. Is that about the same figure you have had 
over the past period of years? 

Mr. ANpDREWS: I could not answer that right now; I don’t have the 
information with me. 

Mr. UriE: Would it be possible to give it to the committee? Could you give 
them the information as to what your experience has been in coffee? 


Mr. ANDREWS: Yes, I think we could. 


Mr. Urie: I notice that 35 to 40 per cent of your gross sales has been in 
coffees. What is the next biggest item in your sales volume? 


Mr. ANDREWS: I think it would probably be packaged desserts. That would 
be my best guess. 


Mr. UriE: You have 134 per cent before taxes, and is that roughly the figure 
prevailing during the past period of years or could you supply us with the figures 
on this? 

Mr. ANDREWS: Yes, but may I caution the committee: We will give the 
figures you ask, but I should tell you that they will be estimates because you are 
asking us to do the tremendous task of allocating these costs through 53 different 
lines. I shudder to think what it will do to the computer. 


Mr. URIE: I realize it will be difficult. We will discuss it in the committee and 
decide exactly what we want. Now, do you make any payments to your parent 
company in the United States for licences, research, advertising or anything of 
that nature, and if so on what basis do you make these payments? 


Mr. ANDREWS: We have an overall licensing arrangement with our parent 
company in White Plains in the States. This covers a number of things such as 
permission to use approximately 150 patents that the parent company owns in 
Canada and which we are entitled to use. It covers secret processes and the 
technical knowledge developed over the past 50 years. We must also consider the 
availability of very experienced engineering talent and as an example of this I 
would mention that we have one man who does nothing but travel around to our 
plants around the world, and they number 100. He just drops in from time to 
time. He is a specialist in high-speed packaging. Another is a specialist in a very 
esoteric form of coffee production. 

There are hundreds of such people in New York and we can call upon them 
at any time. We can call on the facilities of our research centre in Tarrytown, 
New York, the largest food technological laboratory in the world, and there you 
will find specialists in such things as food texture, food colouring, flavour, and 
nutrition. We have a whole group of people working there on how to feed the 
undernourished people in the world. There are 500 scientists there. We can call 
on their help and assistance when we need it. We also have our own research 
centre, a $13 million development, in Cobourg and in future we should be able 
to do most of our own work right here in Canada. There is a conglomerate of 
percentages based on these various products; last year it was 1.57 per cent 
—about $15 million for that year, paid to the parent company. 


Senator THORVALDSON: I have a supplementary question. I think, Mr. 
Andrews, you will recognize that part of the function of this committee is to 
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determine if there is undue profiteering by food companies and processors and 
people engaged in the food trade. You will agree that any arrangement you have 
for paying either royalties or management fees or whatever they may be to your 
parent companies is not an arm’s length transaction. Would you care to explain 
how we can be satisfied that there is not an undue amount being paid to your 
parent company which would lead to a very modest profit for the Canadian 
company as indicated by your statement? " 


Mr. ANDREWS: Yes, in the first place I should say the contract had to be 
approved by the Department of National Revenue and the Government looked 
very carefully, I assure you, whenever it was put into effect. 
| Secondly, this is a two-way street; there are clauses in the contract which 
- call for negotiations for reverse royalties on any patents or processes coming out 
of Canada. This same type of arrangement is made with all our subsidiaries in 
foreign lands. This is a typical arrangement and is the same for all subsidiaries. 


Mr. URIE: Why would it be related to profits rather than to direct payment 
for services rendered? 


Mr. ANDREWS: I don’t know. I was not there when the contract was 
originally negotiated. I understand this is considered by the Canadian Govern- 
ment to be the better way of doing it. An agreement on a lump sum can be 
arbitrarily changed but an agreement on percentages and sales has great logic. 


Mr. URIE: But it also enables money to be siphoned out of a subsidiary 
company and given to a parent without regard to services rendered. After all 
you pay your accountants and your lawyers on the basis of services rendered. I 
_ would think that the type of services made available to you by engineers and 
people like that might well be paid for on the basis of services rendered. 


Mr. ANDREWS: Again, for the sake of the record, let me make it clear I do 
not think it is unfair. 


Mr. URIE: It may well not be. 


Mr. ANDREWS: What is the trade mark and the ability to make Jell-O worth 
over a period of years? It is perhaps one of the most famous trade marks and 
- products in the world. 

Mr. URIE: But it is not as though you licensed me to use the word “J ell-O”’. 


Mr. ANDREWS: All right, but I will wager you for the sake of illustration, if I 
may, that if some independent company in Canada went down to New York and 
knocked at the White Plains door 20 or 30 years ago and said “‘We would like to 
make Jell-O”, I wager the rate would be very much more than 2 per cent. I think 
the licensing agreement to make a well established product such as “Jell-O” or 
_ “Maxwell House” would mean a great deal of money. 


Senator THORVALDSON: Arising out of that, I don’t want to be unfair in my 
question, but I am presuming for the purpose of the work of this committee that 
the main protection to the Canadian consumer in regard to this problem is the 

Department of National Revenue. I am aware that they have to decide, naturally, 
if payments of this kind are fair in cases where the parties are not at arm’s 
length. 


Mr. ANDREWS: You are quite correct, but there are no other management 
fees other than that. 


Co-Chairman Senator CROLL: Mr. Allmand. 


Mr. ALLMAND: Mr. Andrews, how do you sell to your retailers? What is the 
method? Do you have a contract with certain retailers or with supermarkets to 
supply to them so many cases of food over the year? Or do you sell week to 
week? 


Mr. ANDREWS: I would like to ask Mr. Poirier, our Sales Manager, to answer 
that. He covers the country. 
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Mr. Porrrer: As we mentioned before, we sell on a national basis and at the 
same price whether the wholesaler is located in Newfoundland or in British 
Columbia. We sell to wholesalers or to chains operating a warehouse because 
they have to redistribute the same as a wholesaler has. But we still have the one 
price; it is the same for everyone. There are no volume discounts. You can buy 
25 or 25,000 cases. We also average our freight rates so that a case of Jell-O in 
Newfoundland costs the same as it does in Cobourg where it is produced. 


Mr. ALLMAND: Does your price change very often or is it set for the year? 

Mr. Poirier: We have indicated in the brief that in the last 18 months we 
have had no changes. 

Mr. ALLMAND: Generally speaking do you have one price for the product 
you have, or does the price vary over the year, or do you try to maintain it forma 
period until you make a policy change to change it? 


Mr. ANDREWS: Now we are getting into questions of pricing policy. We 
change our prices from time to time, sometimes up and sometimes down. 


Mr. ALLMAND: How often, usually? 


Mr. ANDREWS: It all depends on so many things: the cost of raw materials, 
for instance, in our recent price increase in the cereal business; or the price of 
green coffee beans could go down to such a point we decided this was a 
permanent spot and not a temporary dip, and then we might decide to change © 
the price and lower it. It varies in all our business. To be quite honest, the 
reasons for bringing about a price change are many and varied. 


Mr. ALLMAND: How do you plan your production? Let us say in the vari- 
ous areas of frozen foods and packaged desserts, do you plan your production a 
year in advance? Do you decide this year you are going to produce so much of 
frozen fish and so much of frozen vegetables, and so on? How do you decide © 
how much you are going to produce in relation to this one price you have? 


Mr. ANDREWS: The first thing we do is to try to predict how many packages 
the consumer will take off the grocery store shelf. We start with the original © 
market, and try to predict, in terms of units, and obviously in our planning from 
year to year we have to make these estimates; and we will set up a gauge or 
estimate for our production requirements, and that is the basis of our planning. 
We will assume certain standard costs, which is common in our type of business; 
we will assume a certain price; and we will assume certain other expenses. 


Mr. ALLMAND: Do you plan your production to get the best supply-demand 
ratios to give you an opimum profit? 


Mr. ANDREWS: That is an interesting question. Could you explain that? 


: Mr. ALLMAND: On page 18 of your brief you say you have no set policy on 
pricing. 


Mr. ANDREWS: That is right. 
Mr. ALLMAND: As a matter of fact, you say: 


There is no pat formula for pricing. We do not employ fixed or 
percentage mark-ups, nor do we rely blindly on laws of supply and 
demand. Each pricing situation is unique,... 


. You say you have one fixed price across Canada for a certain product in a 
given period of time. 


Mr. ANDREWS: Until it changes. 


) Mr. ALLMAND: In other words, it is not competitive from district to district 
in Canada; nor does it depend too much on what your competitors do from day to 
day; and we have also heard from other witnesses that the price depends on 
supply and demand. We know that people can control supply so that they can get 
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the optimum profit from the market. In other words, if they supply too much 
maybe their price would be lower and they would have a lower profit. 


Mr. ANDREWS: Let me give you an example. You mentioned the supply and 
demand method. One of our businesses is Bird’s frozen foods. In this particular 
business we buy nothing from the producer, the farmer. We have an arrange- 
ment with a frozen food plant in Quebec to take care of our national require- 
ments. We take the top 25 per cent of the fancy grade, and he takes the rest, and 
that is the agreement we have. Obviously, the price of peas, which is an 
agricultural commodity, goes up and down with the laws of supply and 
demand—I think you would agree to that. 


Mr. ALLMAND: Yes. 


Mr. ANDREWS: Therefore, that sets our cost for that year’s supply of peas. 
When we know what that cost is we will set our price, and hopefully we will get 
that price; but so often in this type of business some competitor who is selling 
frozen peas will decide to lower the price to get rid of the pack so he will not 
have to keep it frozen for another two years. So this is an area of the business 
where supply and demand does function. 


Mr. ALLMAND: Would you, in setting the price of your different products, 
set that price as high as you could, as long as you think your production will be 
taken off the market at that price? 

Mr. ANDREWS: Not necessarily at all. 

Mr. ALLMAND: Why would you not do that, if you are out to make a profit? 

Mr. ANDREWS: If you set the price too high and the consumer does not buy 
it— 

Mr. ALLMAND: I said as high as you could and still have your production 
taken off your hands. In other words, you decide you are going to produce 
100,000 units and only 100,000 units for that year, will you set the price for them 
as high as you think that production will be taken off the market? If you feel you 
could get rid of them at a price, would you set them that high? 

Mr. ANDREWs: No, not necessarily. 


Mr. ALLMAND: Why not? If you thought you could get rid of them ata 
dollar, why set the price at lower than a dollar? 


Mr. ANDREWS: It is business judgment. There are many times when it might 
be possible to get the highest possible price in a business like ours, or any 
business; but I think a responsible manager has other things to consider and 
perhaps we have decided that we would like to sell more peas in certain areas, 
and it might be to our advantage to make a more attractive offer to the house- 
wife, and price is one of the things that goes into the value formula. So we 
could very easily lower the price and sell them off and perhaps thereby increase 
the Bird’s Eye franchise. It is a very complicated thing to break it down. 

Mr. ALLMAND: We have had other witnesses here who, after questioning, 
have more or less told us that if they could get rid of their production in a supply 
and demand market at a certain price they will set it. They said that supply 
and demand sets the price. We were trying to get an answer from them as to how 
they set their mark-up. They said it depends on supply and demand, which 
means that if you can get rid of your production at a certain price you will take 
what the market will bear. 

Mr. ANDREWS: I understand you are repeating the opinions of other people. 
We do not buy that. 

Mr. ALLMAND: I asked these questions because of your statement on pricing. 
You do not seem to have any formulas at all. 

Mr. ANDREWS: No, we do not. 

Mr. ALLMAND: Earlier in your brief you state you are here to make a profit. 
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Mr. ANDREWS: Of course. 


Mr. ALLMaAND: An optimum profit. Why would you take a smaller profit than 
you could get? 


Mr. ANDREWS: We want to make a fair profit. There is a paragraph on page 
7, I might add that took three of us five days to put together, because we wanted 
to give the best philosophy on profit we could, and that is it. 


Co-Chairman Mr. Basrorp: Could you tell me what a “fair profit’ is? 
—hbecause I am damned if I know. 


Mr. ANDREWS: Again, I am sorry. Textbooks have been written on this 
subject, as you know. 

A fair profit is many things. A fair profit is the amount of money 
stockholders of a business feel they are entitled to get back for their investment, 
and if they have been used to a certain level of profit for the last 10 years, you 
can bet your last dollar they will expect to get either that or something a little 
more. All of you who are stockholders of common stocks, I think, would agree to 
that. You have to consider the owners of your business. We are a growing 
business. Our whole philosophy is dedicated to growing through new products; 
and I believe we have demonstrated our ability to do this over a long period of 
time. To grow requires the accumulation of a certain amount of capital to buy 
new plant and machinery and to test new products. It is very expensive. Ours is 
a large national business and it costs quite a bit of money to do these things. You 
have to have money to make sure your business grows and to provide for your 
old age or the future—whatever you want to call it. We have to provide many 
services, benefits to our employees. In other words, a large corporation has many 
publics, many responsibilities. We have a responsibility to our stockholders, our 
own employees, and, obviously, the consumer, the trade to whom we sell, to our 
suppliers. In the final analysis, I think most business managers make a value 
judgment decision and hope they will reach this amount. Unfortunately, many 
of them are bad, because not all businesses in Canada make money. 


Mr. ALLMAND: If I understand you correctly, your company does not try to 
make maximum profits, but a fair profit? 


Mr. ANDREWS: That is exactly right, sir. 


Mr. ALLMAND: And you feel, if the situation will allow you to make a 
greater profit, let us say a competitor is on strike or there is a shortage of supply, 
you will not take advantage of that shortage of supply and maximize profits, 
even though you know you could get them? 

Mr. ANDREWS: It would not be much good. We produce packaged products 
and they do not go up and down like a yo-yo in price. No, we do not take 
advantage of situations like that. 

Mr. ALLMAND: Say your competitor cuts his price two cents, three cents—do 
you try and follow very quickly? I had the impression you would not try and 
follow. 

Mr. ANDREWS: Here again, that all depends. It is a free market place, and I 
think you agree that the grocery store today is one of the freest. Prices do 
change. For instance, prices are constantly changing on ground and instant coffee 
across Canada. A lot is being done for the retailers to decide the smart thing for 
them to do. This goes up and down. Occasionally we will run a buying allowance 
which would lower the price of, say, Instant Maxwell House 20 cents a jar. 
Sometimes our competitors do the same thing, or not. It all depends. What we 
are trying to do with pricing is to give good value to the consumer over the long 
run, because if we do not we are out of business in the long run. The housewife 
shops for our products every week. I think there are some 350 million packages 
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sold a year of General Foods products, and we are kept absolutely and 
completely honest by the housewife, because if she does not want to buy it at the 
right price, she will not. 

Mr. ALLMAND: On page 21 you discuss “cents-off” policy and say you feel it 
is a valid one if it is used properly. 

Mr. ANDREWS: Yes. 


Mr. ALLMaNnD: In order for us to judge whether it is used properly, I won- 
der if you could give us the history of a product you use—if you could give us a 
year and show us from this date to this date the regular price and ‘“‘cents-off” 
listed for two weeks, so we could see how often you had “‘cents-off” as compared 
to the regular price? In the United States they have just had an examination of 
this cents-off policy. They had a bill in the United States Congress with respect 
to it. You said you consider that your cents-off policy is a reasonable one and I 
want to see the ratio in time of cents-off to regular price. Could you produce it? 

Mr. ANDREWS: I cannot do so from memory. We can, of course, give you the 
last year on Instant Maxwell House. 

Mr. ALLMAND: Would you do that? 

Mr. ANDREWS: Yes. 

Mr. ALLMAND: It would be helpful. 

Mr. ANDREWS: I believe you asked another question. 

Mr. ALLMAND: No, I was making a comment. 


Mrs. MAcINNIS: You said that you reduced the price of Instant Maxwell 
House coffee. What I want to find out is how much of that, if any, was due to the 
pressure of the housewives boycott? 


Mr. ANDREWS: I hope I am not disappointing you; but really, nothing. Our 
volume was going down. We were not selling as much as we thought we should 
and so we used this device to lower the price because, of the millions of 
housewives that buy Instant Maxwell House, there is always a group very much 
concerned with price. We call them the “price buyers”. They may be 10 per cent 
or 20 per cent of a market. If you offer them a bargain, they normally will buy a 
product, provided it is a good product. I hate to get commercial, but when we 
run a label on it, Instant Maxwell House, it always is successful and it almost 
walks out of the store. 


May I add one thing. Mr. Hurlbut has pointed out to me that we made that 
decision on the label away back on September 1—and I believe that was before 
the boycott began. 


Mrs. MacInnis: In the frozen foods industry, how many competitors of 
Bird’s Eye do you have? 

Mr. ANDREWS: Dozens. 

Mrs. MacInnis: There are dozens? 

Mr. ANDREWS: I would say at least a hundred. 

Mrs. MacInnis: In Canada? 

Mr. ANDREWS: Yes. 

Mrs. MAcINNIs: You mentioned that you made a private label for Canada 


and it was of a different type. Do you make private labels for other foods besides 
coffee? 


Mr. ANDREWS: There is a small product. We make a drinking chocolate— 
cocoa. 

Mrs. MAcINNIS: You bought your frozen foods from another plant, anyway? 

Mr. ANDREWS: That is quite right. 

Mrs. MacInnis: All the products you have here are famous brand names, 


jellos, Bird’s Eye and so on. I wonder whether these were companies you had 
bought out at one time or another? 
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Mr. ANDREWs: Not in Canada. 
Mrs. MAcINNIsS: But in the United States? 


Mr. ANDREWS: The parent company in the United States, in the 1920’s, 
1930’s and the early 1940’s, acquired a number of companies. 


Senator O’LEaARY (Antigonish-Guysborough): I must first modestly say 
that I appreciate your recognition of the good judgment and good taste of the 
maritimers. I would like to know what your reason was for testing your new 
VIP cereal in the Maritimes? 


Mr. HURLBUT: In selecting a test market, we attempt to find one that would 
be reasonably representative for that type of product, representative of all 
Canada. In this particular type of product, the Maritimes have a consumption 
that would appear to compare favourably with other parts of Canada. That was 
the prime reason. We have several other products in test markets in different 
cities, and it is also desirable not to concentrate the test market activities in one 
region. 

Senator O’LEARY (Antigonish-Guysborough): With respect to cereals in the 
five per cent increase, I would assume that it came into effect following 
September 9. 

Mr. ANDREWS: Yes. 

Senator O’LEARY (Antigonish-Guysborough): Therefore, on page 42, num- 
ber 2 of your conclusions, as to no increases among 97.5 per cent of your gross 
sales—when questioned, I believe you said that your overall cereal sales 
constituted about 11 to 12 per cent of the Canadian total? 


Mr. ANDREWS: Yes, our share of the cereal business is around 12 per cent. 


Senator O’LEARY (Antigonish-Guysborough): This 24 per cent of your gross 
sales would really not have any bearing on the circumstances of the price rise? 
Mr. ANDREWS: I am sorry, I do not follow you there. What 2 1/2 per cent? 

Senator O’LEARY (Antigonish-Guysborough): You have 974 per cent of 


gross sales that you say you had increases in them, therefore there is 24 per 
cent left? 


Mr. ANDREWS: That is quite right—before September 9. After September 9, 
sometime last month, we did initiate a price increase in cereals. The figure I give 
you for the million dollar savings includes the price increase on both cereals. We 
are not misleading you. As of now, of all the price increases and decreases, the 
savings to the Canadian housewife is a little over one million dollars a year. 

Senator O’LEaRY (Antigonish-Guysborough): This statement I accept up 
until September 9, but we would expect there would be a change in the 
picture in the coming year. 

Mr. ANDREWS: It is still a million dollars. 


Senator O’LEary (Antigonish-Guysborough): I want to question that 
million dollars, because you combine the two on page 43, number 3. 
Mr. ANDREWS: Yes. 


Senator O’LEARyY (Antigonish-Guysborough): And you state that your in- 
creases are even more than offset by decreases. 


Mr. ANDREWS: Yes, sir. 


Senator O’LEARY (Antigonish-Guysborough): And the net result, you go on 
to say, of this has been an estimated saving to the Canadian housewife of one 


million dollars. Did you mean there the combined net result of your increases — 
and your decreases? 


Mr. ANDREWS: Yes, sir. I can make it a little simpler for you perhaps by 
saying that, as of September 9—that is an arbitrary date we selected for obvious 
reasons—as of September 9 we had saved the housewife $1,600,000. The price 
increases that we initiated last month will run, in annual terms, approximately 
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$400,000 a year. If you subtract that from $1,600,000, you get a figure of 
$1,200,000. That is why we selected $1 million as a conservative figure, because 
of the difficulty in getting a little closer. 


Senator O’LEARY (Antigonish-Guysborough): What is your figure for actual 
increased cost? 


Mr. ANDREWS: The figure I gave you is the net. 

Senator O’LEARY (Antigonish-Guysborough): But you had to arrive at this 
net by two processes, in one of them you had to figure the increased overall 
cost. 

Mr. ANDREWS: Yes, of course. I do not know what the actual figure was. Let 
us say it was $3 million worth of increases and there were $4 million worth of 
decreases, the net saving would be $1 million. 

Senator O’LEary (Antigonish-Guysborough): This is your side of the coin, 
I can understand that, but I thought you might like to go into detail a little 
further. 

Mr. ANDREWS: No, but if you would like to have it, our comptroller will be 
happy to give it. 

Senator O’LEARY (Antigonish-Guysborough): I would like to know. 

On chart No. 3, “Selling” I notice a constant increase from 1961, from 
3.3 to 6.00 in 1966. What is actually included in these selling costs? 

Mr. HuURLBUT: I think I can give most of the elements. The field sales force, 
our people at head office, the sales accounting, all of the administrative staff 
which would serve in this marketing area—that is, the field force plus the head 
office. We also have some broker’s selling costs. One of our brands is sold by a 
broker and that would be included as well. 

Senator O’LEARY (Antigonish-Guysborough): Would you categorically state 
that these selling costs do not include a portion of promotional costs, which I 
notice had a considerable reduction. 

Mr. HuRLBUT: There are no promctional costs in it. I have thought of one 
other cost, marketing research and development, but no promotional costs. 

Senator O’LEARY (Antigonish-Guysborough): Perhaps you heard a witness 
this morning tell us about the merits of pre-cooked cereals, breakfast foods? 

Mr. ANDREWS: Yes. 

Senator O’LEARY (Antigonish-Guysborough): Do you agree with his anal- 
ysis of its nutritional value, as regards most pre-cooked cereals? 

Mr. ANDREWS: You are referring here to the ready-to-eat cereal, which is 
corn flakes, honeycomb and that sort of thing. 

Senator O’LEARY (Antigonish-Guysborough): Yes. 

Mr. ANDREWS: Yes. 

Senator O'LEARY (Antigonish-Guysborough): You think they have a high 
nutritional value, do you? 

Mr. ANDREWS: Yes, they do. This has been supported by many experts. This 
is a very nutritious breakfast. 

One of the best things about it, which I think Mr. Robinson emphasized this 
morning, is that children like it and it is quite often the easiest way for a mother 
to get a good breakfast into the child. 

Senator O’LEARY (Antigonish-Guysborough): By contrast, how would you 
compare this one here? (Indicating a package) Here is your chance. 

Mr. ANDREWS: We make them both. This is a product designed for a special 
segment of the market. I believe you heard Mr. Robinson this morning describe 
his two teenage daughters and their breakfast habits. Well, I have one also. 
Unfortunately, a lot of people are in too much of a hurry to eat a good breakfast 
and this, basically, is for them. We are not suggesting that everybody start 
drinking breakfast. That would be a little foolish. I did not mean it that way. 
However, Mr. Hurlbut has a few statistics to elaborate on that point. 
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Mr. Hurusut: Actually, I think these statistics are rather astounding, but 
apparently 50 per cent, as I mentioned in the brief, of Canadians do not really 
take the time to have a good breakfast. However, I think something more 
significant, talking about teenage daughters, is that female teenagers apparently 
amount to 55 per cent of those who do not have a good breakfast. In total, boys 
and girls, about 3,500,000 teenagers or young children do not have a proper 
breakfast because they do not wish to take the time or because they just do not 
want to bother. 

So this product was designed, as the advertising says, to be the next best 
thing to a sit-down breakfast. 

Senator O’LEeary (Antigonish-Guysborough): This is rather an uninterest- 
ing question, but have you other flavours besides chocolate and banana? 

Mr. ANDREWS: I am glad you asked that. 

Senator O’LEaryY (Antigonish-Guysborough): I just wondered if you had 
orange, in view of your experience with orange and the money you lost on it. 

Mr. ANDREWS: Thank you very much for asking. We have chocolate, 
chocolate malt, strawberry, coffee, banana and french vanilla flavours too. 

Co-Chairman Mr. BASForD: Senator O’Leary, I think we are wandering just 
a little. 

Senator O’LEARY (Antigonish-Guysborough): Thank you. I am through. 
You can let somebody else wander now. 

Co-Chairman Mr. BAsrForpD: Mr. Scott. 

Mr. Scott: (Danforth): Does General Foods have much export business? 

Mr. ANDREWS: General Foods Limited here in Canada? 

Mr. Scott (Danforth): Yes. 

Mr. ANDREWS: Not much. We ship all the Grapenuts to England, for 
instance, but most of our products we do not, since the tariffs in the other 
countries are so high that it is impossible to do it economically. 

Mr. Scott (Danforth): You do not ship to the United States, then? 


Mr. ANDREWS: No. 


Mr. Scott (Danforth): Is there any control by your American company 
over pricing policies here? 


Mr. ANDREWs: None at all. 


Mr. Scott (Danforth): I notice from your returns that all of your directors 
and seven of your officers are American citizens. 


Mr. ANDREWS: Are you speaking of General Foods? 


Co-Chairman Mr. Basrorp: Mr. Scott, the transcription service is having a 
little difficulty catching you. Would you speak directly into the microphone? 


Mr. Scott (Danforth): I will try to do that. I just wanted to clarify the 
picture of the American company and the subsidiaries. Of your directorate all 
your directors are American citizens and four of the five live in New York. 


Mr. ANDREWS: That is quite right. 


Mr. Scott (Danforth): Then, of your officers, seven of the ten are American 
citizens and five live in New York. 


Mr. ANDREWS: That is incorrect, sir. I cannot imagine where you got that 
information. 

Mr. Scott (Danforth): From reading the Corporations and Labour Unions 
Return Act. 


‘apnea Mr. BasrorD: So, if you say that that is incorrect, you are in 
trouble. 
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Mr. ANDREWS: Are you talking about General Foods Limited, sir, or are you 
talking about General Foods Corporation, New York? 


Mr. Scott (Danforth): I am talking about General Foods Limited, 2200 
Yonge Street, Toronto. 


Mr. ANDREWS: You are probably looking at the document which includes the 
directorate. We also have four Canadian officers, vice-presidents of General 
Foods Limited. Now, does that document show four Canadian officers? 

Mr. Scott (Danforth): Yes, it shows Canada. I do not care to read the 
names, but it shows four Canadians among your officers. That is right. 

Mr. ANDREWS: Yes. 


Mr. Scott (Danforth): No, Iam sorry. It shows three Canadians. 


Mr. ANDREWS: Well, we have had two new vice-presidents in the last 
couple of weeks so that it is now up to four. 

Mr. Scott (Danforth): Is that a fairly typical set-up for totally owned 
subsidiaries? 

Mr. ANDREWS: I have no idea, sir. Let me explain how the company is really 
organized. What you have is a technical document. It is quite true that 
there are some gentlemen who are officers of General Foods Corporation, White 
Plains, who hold the title of officer and are directors of the company, but our 
Canadian company is managed and operated by myself and four Canadian 
vice-presidents. I am the only American officer. I am an American. 

Mr. Scott (Danforth): Yes, I realize that. 


Mr. ANDREWS: Yes. But this is the way our company is run. Now, it may 
look a little different on paper, but, as you know, lots of things look different on 
paper. 


Mr. Scott (Danforth): I was just wondering if, in view of this set-up, both 
in officers and directors, there was any control asserted over your freedom to 
operate in Canada. 


Mr. ANDREWS: So long as we run a successful business we are quite 
autonomous. 


Mr. Scott (Danforth): I wonder about your advertising. I imagine that you 
draw benefits from the American network advertising products like Maxwell 
House Coffee and other such products. Do you pay anything for that? 


Mr. ANDREWS: I would like to ask Mr. Hurlbut our marketing man to answer 
that. 


Mr. HURLBUT: No, Mr. Scott, we do not pay anything for the United States 
advertising. 


Mr. Scott (Danforth): But you would draw some benefits from it. It is the 
same product, is it not? 


Mr. HURLBUT: Yes, there is some overflow, and I think you are probably 
familiar with the market in Toronto and so on. As best we can measure the 


effectiveness, the weight of advertising, it would be about 5 per cent of our total 
efforts. 


Mr. Scott (Danforth): Do you make any sort of special packs for retailers 
at all? Let me give you an example of what I mean. I was written to by a person 
who said that she had gone to a supermarket and was getting a special sale of 
peaches or something, and on analysis it turned out that that particular sale was 
a special pack in which they had removed half of the peach. 

Do you make any sort of special packs for retailers? 


Mr. ANDREWS: No, none at all. 
Mr. Scott (Danforth): If I could come back to one final question. 
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Mr. ANDREWS: Just so that the record is clear, the private label coffee that I 
mentioned earlier might be called a special pack. 

Mr. Scott (Danforth): I understand that, but that is not what I meant. 

Now, the last question I want to ask you is about your packages. Have you 
still got them there? 

Mr. ANDREWS: I beg your pardon? 

Mr. Scort (Danforth): Have you still got your cereal packages there? 

Mr. ANDREWS: Yes, I believe so. 

Mr. Scott (Danforth): Well, let us take honey combs as an example. It 
really does not matter. 

Mr. ANDREWS: Yes? 

Mr. Scott (Danforth): You were explaining to us how you cannot make 
equal sizes because of the different composition of the cereals. 

Mr. ANDREWS: Oh, we could. It would just cost $5 million. 

Mr. Scott (Danforth): Yes, I got that clear. Mind you, over the long run 
that is not a tremendous amortization. 

Mr. ANDREWS: You would be surprised. 

Mr. Scott (Danforth): Well, we have costed it out also. But take, for 
example, honey combs. How many sizes do you market? 

Mr. HURLBUT: Two sizes. 

Mr. Scott (Danforth): What are they? 

Mr. HuRLBUT: Six and nine ounces. 

Mr. Scott (Danforth): Is there no possible way to do that in six and 12, 
since it is the same product? 

Mr. Hurisput: No. As a matter of fact, we did look into that, and we have 
not got the equipment that will pack cartons sufficiently large to take 12 ounces. 

Mr. Scott (Danforth): All right. Thank you. 

Co-Chairman Mr. BASFORD: Senator Inman. 

Senator Inman: Mr. Chairman, I would like to ask Mr. Andrews a question 
You mentioned about frozen foods, I believe. 

Mr. ANDREWS: Yes. 

Senator INMAN: Am I right that they go through four firms or operators 
before they reach the customer? That must add a lot to the cost. 

Mr. ANDREWS: I am sorry, I missed that, Mrs. Inman. 

Senator INMAN: You mentioned about your frozen foods. You buy 25 per 
cent of one processor’s packaging. Did you say that? 

Mr. ANDREWS: I said we bought the top 25 per cent of his grade of 
vegetables. 


Senator InMAN: Then, he would get a profit and you would get a profit and 
you sel] to the wholesaler who also gets a profit and then he sells to the retailer. 
The retailer must also get a profit. That must add a lot to the package. 


Mr. ANDREWS: That is the story of rising costs in the food industry today. 
Food is handled by very many people. I do not want to bore you with the figures. 
We have added them up. We were going to put them in the brief and then the 
brief seemed a little too long, but there are at least 32 steps that we identified 
in the marketing of frozen peas. There are the labour steps, the transportation 
steps, freezing and so on. 


‘ It would absolutely amaze you how many people have to handle these 
things. 


es Senator InMaAN: Yes, but the point is that you do not process it yourself, 
en. 
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Mr. ANDREWS: No, we do not process it ourselves. We buy it under an annual 
contract at, we think, a very reasonable price. 


Senator InMaAN: What I am trying to get at is that this is one reason why 
these foods are expensive, then. 


Mr. ANDREWS: Well, the addition of expenses, Mrs. Inman, at any step of the 
way will raise the cost of the food product. That is quite right, yes. 


Senator Inman: Another thing: what about Jell-O? Do you process that 
yourself? 


Mr. ANDREWS: Yes. 

Senator INMAN: You do that yourself. 

Mr. ANDREWS: Yes. 

Senator InMAan: How many firms in Canada make J ell-O? Do you know? 
Mr. ANDREWS: Only one: General Foods. 

Senator INMAN: I have bought others. 


Mr. ANDREWS: You may be referring to a little-known gelatin dessert under 
another brand name. 


Senator InMaN: I have a further question. Can you tell me what profit you 
get out of your potato chips? 


Mr. ANDREWS: Not very much. 
Senator INMAN: I understand that one potato amounts to about a dollar in 


potato chips. . 


Mr. ANDREWS: That is really a business I am not familiar with, but the profit 
return is far less than the fair profit we were discussing a little while ago. 


Co-Chairman Mr. BAsrorp: Senator Carter? 


Senator CarTER: I would just like to ask a few questions about the brand 
labels. We have been told by previous witnesses that they have compared private 


_ brands with Maxwell brand, that they had them chemically analyzed, tested, and 
_ so forth, and they told us that the private labels compare or are equal in quality 
| with national brands. From your brief you do not agree with that? 


Mr. ANDREWS: May I correct that. We were just talking about the product 


we make, coffee. 


| 


Senator CARTER: Yes. You do make a profit? 
Mr. ANDREWS: Yes. 


Senator CARTER: You say you make them cheaper because you have a 
different blend? 


Mr. ANDREWS: Yes. 


Senator CARTER: How much difference would there be in the wholesale price 
of your private labels compared with your regular brand, say Instant Maxwell 
House? 


Mr. ANDREWS: I couldn’t tell you precisely. That is a rather detailed figure. I 
said that it is less, and it is less. Basically the reason is the ingredients that go 
into it and the fact that it is made during periods when the plant would normally 
not be operating. 


Senator CARTER: We have been given prices that were little more than half 
that of the private brands. 


Mr. ANDREWS: I have seen a large number of price comparisons floating 
around and I am only interested in the ones on coffee. I get right back to the 
question of what is value in the housewife’s mind, and I maintain, and most of 
the people in the grocery industry would share this conviction, that value is not 
price alone, but many other things. This I think is at the root of this whole 
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except perhaps pharmaceutical chemicals, or something like that, but when 
something goes into your mouth this becomes a very personal choice. 

Senator CARTER: When you offer your instant coffee, you have different 
grades of beans, which run from 30 cents up to 50 cents per pound. Is there very 
much variation in the blend of beans? I gather that beans are the biggest factor 
in the ingredients. 

Mr. ANDREWS: In coffee raw materials are the largest cost. 

Senator CARTER: Would there be very much difference, then, in the price of 
the beans in a private label compared with regular brands? 

Mr. ANDREWS: It depends on what you mean by “very much’’. 

Senator CARTER: Would there be 10 or 20 per cent? 

Mr. ANDREWS: Quite easily. Furthermore there are other ingredients. There 
is a secret process we have which we call aroma for lack of a better name. It is 
more than that, it is an extraction from the original coffee bean before it is 
roasted. It is a flavour that only goes into our products, it is a flavour hard to 
detect. There are all these intangible things going into coffee. 

Senator CARTER: Your share of the market, you say, in cereals or groceries is 
13 per cent. 


Mr. ANDREWS: Yes. 

Senator CARTER: Is that cereals or groceries? 

Mr. ANDREWS: That figure I gave you was for cereals. 

Senator CARTER: I think you said 12 or 13 per cent? 

Mr. ANDREWS: Yes, that is correct. . 

Senator CARTER: What would be the corresponding figure for your coffee? 


Mr. ANDREWS: Let us start with the total hot beverage market, which is tea 
and coffee. Ten to 15 per cent. 


Senator CARTER: So that with your special priced aroma, and all this and 
that, you are selecting, how does competition from other points affect you. Do 
you still have that? 


Mr. ANDREWS: This is a huge market, sir. 


Senator CARTER: I am trying to reconcile the two statements that we have 
been given about the private brands. Some claim they are equal in quality, and 
others that they are not. 


Co-Chairman Mr. BasrorpD: The only way to come to a conclusion, senator, 
is to go out and buy them and sample them. 


Senator CARTER: No, the comparisons were given to us on the basis of 
chemical analysis, by which firms analyse their own brands and make corre- 
sponding analyses of competitive brands. 


Co-Chairman Mr. Basrorp: I should like to ask a few questions if I may. 
You state that your profit has been relatively stable as a percentage of gross 
sales—4.4, 4.9. But in the interim over that period of 1961 to 1966 your gross 
sales have gone up approximately 33 per cent. What has that return on gross 
sales done to you as a return on equity? 


Mr. ANDREWS: I don’t think we are talking about the same figure. You are 
referring to the period 1961 to 1966? 


Co-Chairman Mr. BASFORD: Yes. 


Mr. ANDREWS: The increase in gross sales has gone up 59 per cent, according 
to my calculations. During that period the profit after tax went up 78 per cent. 
However, if you take 1962 as a base—and all these things are important—sales 
went up 56 per cent, and profit after taxes, 41 per cent. As you know, it depends 
on what the base is. What is your question? 
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Co-Chairman Mr. Basrorp: We have the figures showing profit as a 
percentage of sales. What is the trend over that period as a return on investment 


or equity or net worth, whatever criteria you use? It seems a more meaningful 
figure. 


Mr. ANDREWS: I would agree that it is by far. I have attended a number of 
sessions here and I have seen a number of formulas used for calculating return 
on funds. I asked our comptroller to give me a list of how return on funds could 
be calculated for General Foods Limited, and he gave me seven different ways; 
and I have seen a number of formulas used here. 

We did not give you a return on funds today, but could obtain it for you, but 
I would suggest that the formulas used by all companies should be the same. 
You can use return on shareholders’ equity, return on investment, or add funded 
debt, or take it off. However, looking at our figures, it would be my judgment 
that our return on funds, any way you figure it would be much smaller than 
most of the operators of our size in the food business, whether distributors or 
manufacturers. It is difficult to say, because we do not have the figures, 
obviously, of other Canadian companies, but I venture to say that we will be in 
the same ball park. It has not gone up, and no matter how you figure it it is 
lower than our United States parent corporation. 


Co-Chairman Mr. Basrorp: I think you heard me quoting this morning from 
the previous Royal Commission report. 
Mr. ANDREWS: Yes. 


Co-Chairman Mr. BASForD: Which had selected the breakfast food industry 
as one that appeared to that commission to be enjoying what they thought were 
inordinately high profits. Would this apply to your company? 

Mr. ANDREWS: Decidedly not. We are not in the breakfast food business. I 
do not think you could categorize us as being in the breakfast food industry. 
General Foods is too broad a company. We have 53 products. If you want to 
call us a major coffee producer then I think that would be closer to it, but then 
there are so many other things that I do not think that would be accurate. 

» Co-Chairman Mr. BasrorD: What is the profitability of the breakfast food 
division over the coffee division? 

Mr. ANDREWS: We have showed our best estimate on profit. 

Co-Chairman Mr. BAsrorp: Is that chart 8? 


Mr. ANDREWS: Yes, Chart 8. Here you see the coffee division—well, it is 
really a conglomerate of our coffee business. We have allocated the overhead, 
and our best estimate would be 6.5 per cent after taxes, and that compares with a 
similar and comparable figure I would say of 3.6 per cent for the cereal part of 
our business. 

Co-Chairman Mr. BAsrorp: In respect of the increase in cereal prices this 
last September, who increased prices first—you or Kellogg’s? 


Mr. ANDREWS: Kellogg’s did. 

Co-Chairman Mr. BASForD: You explained, I think, in answer to a question 
of Mr. Urie that the reason for your price increase following Kellogg’s was a 5 
per cent ingredient costs? 

Mr. ANDREWS: That is right. 

Co-Chairman Mr. BAsrorp: And that that led to a 5 per cent increase in 
your price? 

Mr. ANDREWS: That is correct, yes. 

Co-Chairman Mr. Basrorp: I do not quite follow that, when according to 
your table the ingredients amount to only 16 per cent of the product. 

Mr. ANDREWS: The only significance of that figure of 16 per cent is when you 


relate it to the gross sales of total cereals. Now, this figure represents our cereal 
25157—6 
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business for the year March 31, 1966, which is a period of some six or seven 
months—a period in which there was no price increase. All this is supposed to do 
is to answer your question, and give you a fair and representative view of our 
total business, so I do not think that would be too helpful. 

Co-Chairman Mr. BASFORD: It seems to me that if the ingredient of a 
package is 20 per cent, and then that ingredient goes up in cost by 25 per cent— 


Mr. ANDREWS: No, sir, these figures—I am afraid we have misled you with 
these figures. As an example, let us say our sales of cereals were $1 million, in 
which case our raw materials would be $164,000. A 5 per cent increase in the cost 
of our raw materials would be about $7,000 or $8,000. Would you agree with 
that? That is what we did. Costs went up that much, and we increased our prices 
approximately that much, so the next year on this sort of example the volume, 
instead of being $1 million would be $1 million plus 5 per cent. It is a tiny 
amount—$50 thousand. That is a good example, I think. 

Co-Chairman Mr. BAsrorpD: I notice in one of your foot notes you say that 
you do not engage in co-operative advertising. Are there any other arrangements 
under which you make payments to the chain stores, or contributions to them? 


Mr. ANpREWwS: For the sake of the record may I ask you to re- 
phrase—‘“‘contribution’’—it is a sensitive word. We do not make any contribu- 
tions. 

Co-Chairman Mr. BAsrorD: Well, do you make any payments to the chain 
stores of any type? 


Mr. ANDREWS: Yes, we do, under certain very rigid and well defined 
circumstances. 


Co-Chairman Mr. BASFoRD: Which are what? 


Mr. ANDREWS: Well, we purchase from chain stores and other distributors a 
promotional package, which is the word I would use. What they represent is a 
package of promotional activity and value that the grocery store or chain store is 
prepared to offer to the manufacturer for a certain set price. These prices are 
published. They are firm, and they apply to all manufacturers such as ourselves. 
They may include an ad of a certain size in so many papers, and a floor display in 
so many stores. Sometimes they will reduce the price over the weekend and 
advertise that, and this is worth so much to the manufacturer. We buy those 
from time to time at our discretion with no pre-agreed amounts from year to 
year from a number of our good customers on a completely equitable basis. That 
is about the best way I can put it. 


Co-Chairman Mr. BAsrorp: If the promotional packages include advertising 
would they not be what most people would call co-operative advertising? 


Mr. ANDREWS: No, sir. The term ‘co-operative advertising” is used to 
describe an agreement between a manufacturer and a customer where a 
pre-determined amount of sales is set up annually to be used at the customer’s 
discretion for his own advertising purposes. 

No, what we do is buy a package: we will not buy a given package at 
a given price, and quite often it does not include advertising at all. They will 
just put on a display promotion. Coffee, for instance, is very sensitive to week- 
end promotions. We like to buy a package that includes a price feature for Max- 
well House coffe, or we would buy a package like—well, Jell-O is not too 
sensitive to price promotions, and here we would like them to display a huge 
quantity of Jell-O because that would be better from our point of view. 

Co-Chairman Mr. Basrorpb: Are those the only payments you make to the 
chain stores—that is, for the purchase of a promotional package, as you have 
described it? 

Mr. ANDREWS: That is right, is it not, Mr. Poirier? 

Mr. POIRIER: Yes, that is right. 


1 
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Mr. URIE: Is that under the heading of “Promotions” in your financial 
statement? 


Mr. ANDREWS: Yes, you will find that under the heading of “Promotions” in 
our financial statement. 


Co-Chairman Mr. Basrorp: I should like now to get some advice from you. 
Mrs. MacInnes raised this morning the question of premiums in cereals, that are 
directed to children. I have seen a number of these Honey-Comb packages in 
which you get cowboys and indians. The package reads: 


Hey Kids! Re-enact the rescue of Fort Cheyenne. A complete fort and 
indian village to cut out. Plus cowboys, indians, horses, the Honey-Comb 
Kid. At least three in every pack. You can get your complete set with four 
different boxes of Honey-Comb 9 oz. or 2 different boxes of Honey-Comb 
6 oz. and 3 boxes of 9 oz. 


Now, these have been sent to me because the women have bought one box 
and then have found that they could not get a complete fort, and their children 
are raising hell and they cannot find the rest of the fort in the stores. I do not 
know about the children, but the mothers are very annoyed at Honey-Comb. 


Mr. ANDREWS: If you will give me this lady’s name and address I will send 


her the rest of the fort. 


Co-Chairman Mr. Basrorp: This is pretty smart advertising or promotion, I 
must admit. People, when they buy one package, find that they really have to 
buy two others. I do not know but I regard that as—I will not say what I regard 
it as, but I notice that the 1960 Royal Commission suggested the drawing up ofa 
code of ethics for promotion and advertising business. 

Mr. ANDREWS: I do not think that is unethical. I do think it is unfortunate 
that the supply ran out too soon. I think when a child gets a box like that he 
probably enjoys cutting it out. It does not cost a cent. It is the cheapest thing in 
the world to print a box in a different way. I think this can be fun for the 
children. I do not think it is unethical. 

Co-Chairman Mr. Basrorp: But here you are adding to the stress and strain 
on mothers all over Canada, who cannot find the rest of the fort. 


Mr. JoYAL: And you are not helping us to educate our kids in Canadian 


_ History. Why do you not have Fort York or Fort Henry on the box? 


Mr. ANDREWS: If that is the worst thing she has to worry about then she is 


lucky. 


Mr. URIE: Instead of asking you questions at this late hour, Mr. Andrews, I 
would like to tell you of something we would like you to produce for us. You 
have provided us with an analysis of your advertising expense. Could you 
provide us with a similar analysis of your promotional expense for the same 
period? 

Mr. ANDREWS: Yes, of course. 


Mr. UriE: And similarly under the heading “other allowances” in your 
financial statement you have something like $4,200,000, which represents cents- 
off; could you give us an analysis of that too. 

Mr. ANDREWS: Yes, of course. 

Mr. URIE: I have just one other question. This package was left at my house, 
and I might say my kids like it. I also received one from Toronto. I presume 


_ these samples were left at certain houses in each city. Would you be able to tell 


us, as a matter of interest, how much this sampling costs your company? 
Mr. ANDREWS: No, I could not possibly tell you that. Could you, Mr. 
Hurlbut? 
Mr. HuRLBuT: I could not be specific. I would think the sample runs in the 
neighbourhood of 15 cents. 
25157—6}3 
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Mr. Urte: For the production and the delivery by the sampling firm that put 


Mr. HuRLBuT: Yes, for delivery it might be a few pennies higher. 

Mr. URIE: 15 to 20 cents? 

Mr. HURLBUT: Yes. 

Mr. Urie: Can you tell us how many were distributed, so that we have a 
rough idea? 

Mr. HuruputT: Again, I could not be specific, but it would be in the hundreds 
of thousands. We distribute those on a random basis. We could not afford, as 
much as we would like to, to give one sample to every home in the country. It is 
done on a very fair and equitable basis, such as one for every second or third 
house. 

Mr. ANDREWS: Pardon me—and only in the best neighbourhoods. I am 
serious, because it would be uneconomic to distribute a product like that in areas 
where the economic level was not sufficient to enable that area to become a 
potential customer. This is not the cheapest thing in the world. 

Mr. UrIE: One other question in connection with this free sample. This has 
been produced only in Ontario and Quebec? 

Mr. ANDREWS: And in British Columbia now. 

Mr. UriE: So that this will in turn be repeated in the other provinces and as 
you introduce it there these hundreds of thousands will become several hundreds 
of thousands and the amount you will receive on your investment in “Minute 
Breakfast” in the first year will be very materially reduced by the introduction 
costs? 

Mr. ANDREWS: I would assume that to be the case. We must also remember 
that we have just started this and we are halfway through our present fiscal 
year. So we would have six months of this charged to this year. 

Mr. UriE: How long does it take for a newly introduced product to become 
profitable? 

Mr. ANDREWS: It varies. I would hazard a guess of a year and a half, 
although sometimes it might go as long as three or four years, particularly if a 
new product required a very large investment in a new plant. We have gone into 
various types of soluble coffee where the investment in a new plant in Canada 
can be up to $10 million. We could not expect to regain that in a short time. 
There would be the question of a franchise and we would be building up 
something that would be with us for years. 

Mr. URIE: So that initial promotion costs could be 50 per cent of the total 
sales in the first year? 

Mr. ANDREWS: Now you are asking me to guess, and I hate to guess. 

Co-Chairman Mr. BASsForD: Gentlemen, your chairman has been informed 
that one of his bills is coming up in the house. 

Mr. ALLMAND: One last question, Mr. Chairman. 


You said you bought your frozen foods from another manufacturer. Does he 
produce his own national brand? 


Mr. ANDREWS: No, I don’t believe so. He is just a small packer in Quebec. 
Mr. ALLMAND: Does he produce for any other national brand? 
Mr. ANDREWS: Not to my knowledge, no. 


Co-Chairman Mr. Basrorp: Thank you very much indeed for a very 
comprehensive brief and for the material you have supplied to us and which you 
are going to supply to us. 


The committee adjourned. 
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CHART NO. 1 
SSS 


Number of 
Cost Employees 
ne REE eee |S SSIS V7 [SORA are SG SO de 
Headquarters 
pI ea KINA AIAN lacs lsilanhena ceded ile aoe ohh tera cob A LGASC HN oes oe vk 300 
Plants 
Compute Ontario, Pie a ARM's eats ANE S1o.o Won. 208. At 758 
AE A Tl i Se i oe rn anaes Bie $14.7 Million »...208. . 0.5 US 529 
Warehouses & Sales Offices 
PEDO AT aloes i wins ol dW =< vag uibita ic UL. ck obaele UE, a en acti yc Ne See 21 
LaSalle, ‘Quebec UR oh eee vp Ta Ape ESE ea ae Hea te RAN ee OT Vatteo. Planticce: >. fc ak, 68 
Cobourg, RATA ON wi cic oy te ins 9 Se EMS se ae Part celant, (seme = oe 65 
WVU Pez ML ANIVOUBA oe. c a Ossie ccs ic Phos. cor... $600,000......55.2.0: Ta NIM |r 30 
HEARTY COE Wc, alps hice ees 6 seh o Mad. 2: LOAD 09s Peres da nes eet 34 
1,805 


CHART NO, 2 
PRINCIPAL PRODUCTS 


GENERAL Foops, Limrrep 
8800 


Coffees Baking Ingredients 


Regular Maxwell House................ ) Baker S Wmocwaee we Tl hs coe 0 
Heeulsr Banka... io esos e al. 0 Baker’s Chocolate Chips.............. _ 
Regular Yuan... TWO cous eluve sec ts 0 HPAES COCOMAE SMPs hls aioe 0 

, ~-Instant Maxwell House.......0......... —_ Swan Down Cake Flour............... 0 

| Tushar Banke. PWD chee cate cis 3 sar's — Calumet Baking Powder............... -|- 
Tustane Y Ube... SPOS ct ee ey fee - 

Other Grocery Products 

_ Other Beverages MTBULS item gt oe 0 

STE IS RE OC LET Be AN Oe SOT 0 Minute Spanish Rice Mix.............. 0 
PTR NG IAY Be I ls BG ile saa lL 0 Certo Liquid and Crystals. . yl 
ve Ss eas a a 0 Good Seasons Salad Dressing Mixes. 0 
Ready-Sweet Kool-Aid................ 0 La France Instant Bluing.............. 0 
Jiffy Instant Chocolate................ = 
Be SA ees a oo ces Docc us 0 Frozen Foods 

ie InsiamhPostum........:............... + Birds Eye Gourmet Vegetables........ 0 

Dird ve Orange Juice oo — 

|. Cereals Bird’ Wye Veretablést.ilA............ + 
LEES LEN AT CEOS CT, | ee a ee cr 0 Birdie Ligh aces ronan teniaca eon sani -- 
ro coo Cl... 0 Bird Eye Potato Products............. “+ 
Pest Crispy @ritters..s0:.......pnt.... 0 Awake Orange, Drinks) 3 7 OF yee 0 
Post iriany Numbers... 0 
Post Grape Nuts Flakes............... 0 Desserts 
Host,GrapecN ute... 244 2.-.. ena a... 0 Jell-O Jelly Powders..... 0.06. .s.0..... 0 
Fos Bran Mle kes ri -nocae e ceo. gckie a ok g 0 Jell-O Instant Pudding... saltiuse be 0 
Pah ELONCU EOIN es eee oa ks 0 Jell-O Pudding and Pie Filling......... 0 
Post: Treat ak Monell). are... 0 Jell-O Tapioéa Puddings... .>)........ 0 

Jell-O Lemon Pie Filling. . hie ip Migs 

_ Dog Foods Whip-’n Ghill. i: oboe ceo eere fe. 0 
cpanda Doe Meal a. iu. .ciscscr nde eedes _ PSC RIRONID 3 OR eek iL.) ae 0 
Ceravivn SUA. Os J 2k Pole Ol eT _ Bird’s Gustard Powder........0i6..22; 0 
VR fet Ome A ec ey ee Te 0 D’ ZertanGelatia x. aewois at egpet).2) -b 
tines Wargerel fase. cs cece ewe Soin e 0 DD" PURE UA Gites OF oa ald sae «he a 

Pint eeiOa eer oc ay ld «ate 0 


—- REDUCTION + INCREASE 0 NO CHANGE 


BOX SCORE 9 REDUCTIONS 8 INCREASES 36 NO CHANGES 
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CHART NO. 3 
SIX-YEAR PROFIT & LOSS TABLE 


Fiscat YEARS ENDED Marca 31 
(eee eS 


1961 1962 1963 1964 1965 1966 


Ce ee SS Ee a ee eee 


Warts Hole OMT ONS oie ooh oe veges ways eres 12.3 12.4 13.4 14.0 15.1 18.2 


$ $ $ $ $ $ 
Mill. Mill. Miil. Mill. Mill. Mill, 


CT OSS CS aCe ee rte ees Ct Loe Sate poets 61.4 62.6 67.9 46,1 86.6 97.6 
EDPATS DOLUatlOn aud... 6. 0s cs + seer nd eeieke » MAM 1.9 Pipe Dips Ye De Ps 220 
WiRPeDOUSING 5. cc os cae des a swe os 1S meee Oo .o Ma idl .8 9 
Caste ISC OUT bias) soe hy o's Lope imirs « ee Oke <a a6) .6 at .8 9 
SP ONS e. A RES Sakina en aE ee .6 .6 Swe i mm!) 1.4 
WV ATIOMEE MORESO. 62, fete ree sig bas oe ns gf ty og ri a | fy 
(Ondavare Allen BRNKesI sho woo nae oUcnaaoonaue gle Foal 2.0 2.4 3.9 4.2 

Nehalem wr tele. hicey waeckerah a cele 56.5 57.9 61.8 69.3 vied 87.6 
Cost of Goods 

eV ACCEIALSE eo sree eu. emis nie ie 25.2 24.4 20.6 30.4 34.2 33.4 
Pacing WAterigIs... ee. .eeas ee eee ee 4.9- ie 6.2 5.8 6.8 7.8 
POU RO Maken 3 a Seas Ata « oa 4.1 4.3 4.1 4.5 Spy! 
NUTR siicrrs chat, cer Renta eo his Salers 2.6 20 3.8 4.4 4.9 6.1 
LotalGospatrO0US sc. o.. anaes ex Sede. oh 36.4 36.7 39.9 44.7 50.4 53.0 

CTL OS SULT ILN shot Se oe ae oe 20.1 2172 21.9 24.6 20.5 34.6 
PETE TSI NO” nt ecclGBane s feteas is elbene Ba cale whe ae 6.6 6.2 Desk Gis tie 9.4 
eVOMOPLOUS ses aoe ca h ee eo cl ee ae 24 Mee 225) ae, 3.8 5.9 
SSW TY ao: ge i Ra ie is A aE TI oL8 3.6 3.8 4.2 4.8 6.0 
ANG WANN B NON Sos Soca ot lea ee ono cc rl 2.0 a0) Drea Ome Paget 
hayeronaavepel Web qach ann pedis Reo onene ee eo 3.0 Sel! 4.1 Oe 4.9 5.8 

ProfibeAtternL axesis..25: ci ua. ce ee Dall 3.4 3.8 4.5 4.4 4.8 

FO G76ss Bales. seine eee se eee es St 4.4 5.4 5.6 5.9 a0 4.9 


*These represent invoice reductions such as buying allowances, ‘‘cents off’’ labels, etc. The 1961 and 
1962 figures are the best available estimates. The 1963 to 1966 figures are actual. 


CHART NO. 4 
ANALYSIS OF ADVERTISING EXPENSES—1961-1966 


61 62 63 64 65 66 
*All Media Advertising 5 Gnesi, Ge a na cts eRe 5, 833 5,692 4,843 5,445 6,037 8, 204 
led at Mgverale Steet e ee tee eee eee e eens 247 253 PAD 307 387 481 
Advertising ‘Production,.~.3... 4.2. ones 518 222 607 487 851 668 
SU A ee. es x 6 cats 6c Re eee 6, 598 6, 167 5, 662 6, 289 7,200 9, 353 
OP ASRGne ALES. 275s raul te le es ee eee 105% 9.9 8.4 8.3 8.4 9.6 


*Above figures in thousands of dollars. 
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CHART NO. 5 
' MEDIA RATE INCREASES* 
1961—1966 
(1961 =100) 
a=aea_a_agqw=®@$®@OVWVWwVOWOWOWOOOOOOOOooOoOoOoOoOoa—“$<S@OwwOownmSOmooaooomnammSNToOTS=<$ eee ES eee 
PRINT 1961 1962 1963 1964 1965 1966 
pe oe eee Seen ee. eee BY PO: See | 
Newspapers (95 Dailies)................. 100 107 109 tie 117 119 
NU COKENG Maenyint. og: Bote vii'cec welv cde caus 100 112 131 125 131 bhed 
RCH GPS OU cst ae hens 244 eh Leet 100 105 112 124 129 134 
(hetelament Leen. ee Oe wc as 100 107 If 114 114 118 
RADIO 
AMbstation AVCTAPE cscs cis pon caso a doaden 100 105 109 110 114 N/A 
TELEVISION 
var Network (3 hour Prime)........... 100 100 101 111 115 125 
pot 
(A.A, Time-70 Stations)............ 100 107 112 121 131 145 


*These figures are averages—major elements in newspapers, radio and television have shown even 
higher increases. Increase 1961/1966 in media accounting for 90% of General Foods’ dollar expenditure is a 
full 30%. 


CHART NO: 6 
PACKING MATERIALS 


Years EnpepD Marcu 31 


% To 
Thous. Gross Sales 
POOL A cits cree 4,860 8.0 
LO G2 eres sect er teen eo 5, 280 8.5 
OG Sa ae so iat We 6, 210 9.1 
TOOL, ek Se Ne eee Ne Oniou eG 
OGD) SO. 8 Se Se ee, oe et 6, 830 7.9 
TOGO enn etek cae 7,840 7.9 


CHARL NO? 7 
PRODUCT LIST PRICES 


F.0.B. CUSTOMER’S WAREHOUSE 


Price Per Case 


February July 

1965 1966 

Enstans Maxwell Houser 15.10.07... .o, ot. Me ths do aden dawk Bas $29.75 $28 . 25 
2 REESE RECESS GP gee Sy dn ee ae - GPC Oe ee Oa Oe ae 7.10 7.45 
wegdlar Maxwell Elouse: Io tilb. Bas..:. 2. te... a. 3 ss load 9.96 9.96 
Beil), 80 o.O%...% ob A Be ee es ae a i BR oe, Me ca ee o.00 3.50 
Jell-o Pudding & Pie Filling 24 6 oz. Chocolate.................. 3.90 3.90 
Bea bay WV ID, 248 OAS, de Seren, «ah ees AP wha. OM = enn ck Ob os ahs ok os Bh 10.60 10.60 
CR CUTE By COREL SE GY fa = ok oO 9 10.90 10.90 
Beene Crane. 25a. ee. me 2ket ceo, ke ce. on a Oe ea eo ee 9.40 9.40 
Ee OOMAIG 26G-OnVelONess Im tx om. ov os a.cd Son > San >) ae Se 12.07 12.07 
Peo MensONs 72 ONVEIONES os cc kobe ne os ones en eeaves eae ee 10.10 10.10 
MNO PENCE MMR ieee Pires 8a 8s mini w oho ms unk gear bee ey 3) 5.75 


Norte: The price record of these products reflects the pattern of price changes throughout our line of 
53 products. As indicated earlier in this brief, during the 18-month period ending September 1966, there 
were 36 products which had no price change, 9 products which were reduced in price and 8 products which 
were increased in price. 


JOINT COMMITTEE 


1242 


So cy (¢°2) 
6°¢ 6'P (1°8) 
9°S L 6° 
L°3 GP Liv 
v8 Ls a 
9°ST L 3° 
v8 — ae 
0°% Ss — 
VOL as a 
¥* LI 6°89 T° 66 
LE 3° 6G 
13 == = 
v8 =a pe 
OT a5 ae 
OT 9°¢ ie |. 
T'S 0°9 Lt 
0°00T 0°00T 0°O00T 
SOSVIDAVG “SIA gone 
19y3O W9ZOL IT dSUBIO 


8 "ON LUVHO 


i i 
N sare 


HOomnrnmMoo oo kX 


v'G 9°9 9°& Ts o"9 a) 
GG T2 8°é vs OL 6°9 
£°G v'T oS 8°& pas 8°G 
0’? LS is 6°9 Leh 0'¢ 
G'S eT vst 8°8 9°6 a 
ZL GL O°LT vst vy Ot v9 
1°06 8¢ 8'FT LLt TOL cs 
G'S O'T GE v'G Lek aa 
Lv SL vst LL VL Lg 
LP 8° && y 91 6° SS 0°16 9°SP 
O'L oS OT ge? LT LL 
— — a ait Ga — 
6°7 ae ia 6°S = = 
C" O'T O'T O'T OT O'T 
3° 8°G O'T v° 8° g 
1G 0'&T I? | a: G's pel | 
0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 


“204 Spoo jy s[vorey) ssulddoy, Sj1essoq¢T soojjoo 
IOyV_ SOC q19Ssaq Toc 
TOYO M AIG 


Seer eet rion Peon. wae SOxB], OIFV FYorg 


BG) ae AE REE eS eee! nineties "ateeceyeithy a SOxB 


aulooUuy 


CEO Cano CAO MC OOO « Gece cue: uoT}eIySTUTUE pV 


C6, DS 2 Oe aE eee © 6 ELS, Se OF a SEO! O Vey: 5) eee Oh ee 


ofa) 6x6) Rn. Smeeey = epeKenah © nea ge ome ey 


“BUTTTES 
youloig 


© 0 6 en 6 © se be 6 6. «Dele Cb eon wae eS SUISTIFIVA PV 


ei 6 6 uw ho Lele 8s CS Ae we. #0) Ue. 6: a. 6 Cele Wie: a.m cee ve 


Moqe'T 


ore eee wee eee eee eee ee see S[eVI107B J SULyOV 
guid). 'e) i whet Ope eS SES Wo ecient) oe % @ee.e (6 STVIIOYR JT MBIT 


ee, <> ee eee (eee MOTTY 10u1O 


aspyy pe 
OR oS eRe sd as sto Sikes ad ea So ze 


SeuleT 
iL STs 


a6 6 6 RUM AOR A, © (e @hale! dH D oa e we. (Crake wow qunoosiqy ysey) 
4 0, 8) Soe) wh OE lie. 6. oe 0816 8 FLO S Ve st Wie wes SUISNOYOIC AA 


WG hk CCE eAe Fe Se BO Kh De. 0) 6) 8S oe @.°s) 9 uoT} ey 1OdsuBl 


Sele Seqhe bey) ie, © 6 o Gin 6 9. 6.0.6 wee © 8 Ss 6s re 


9961 ‘Tg HOUVI ONIGNY UVa 
SHILIGOWWOO NAL AO SISATVNV LSOO 


sopeg ssory 


CONSUMER CREDIT 


1243 


CHART NO. 9 


A COMPARISON OF CONVENIENCE PRODUCTS VS. HOMEMADE FROM 
THE STANDPOINT OF COST PER SERVING & PREPARATION 


ne ee EO ae 
————————————_—_""._wo_oo“s“_$0 ooo 


Cost per Tot. Prep. 
Product Wt. Yield Serving Time 
SSS SS RIESE WEG UE ie 53 FOE <EMAIL SURO NL eM A a eI 

Birds Eye Cut Green Beans.................0 10 oz 4 serv 7¢ 12 mins. 
Fresh Cut Green Beane. 35.0060. Lisw ae 14 oz 4 serv 6¢ 22 mins. 
BIIMUIOU IGG: cure erie rate doti es oa regeed 14 oz 2 cups 4¢ 5 mins. 
BRCAL Saale Carag sos Woe ie oh cesta!» acca: 16 oz 23 cups 2¢ 18 mins. 
PROM N Wan BO Re Ne en erin ils. oles Canis es akin sseaseh 1 doz. 24 oz. 14¢ 14 mins. 
RING eR Ne ete aa alae hae A aaa Reon rae 1 pkg. 24 oz. 4¢ 45 secs. 
Birds Eye Frozen Orange Juice................. 1 tin 24 oz. 5¢ 3 mins. 
EMR CLES Be eee CLE ORCL SANE Care deel ped 1 pkg. 4 serv. 3¢ 3 mins. 
Gelatin Dessert: 13.055. 29 PRA OU ae 1 env 4 serv. 3¢ 12 mins. 
Jell-O Instant Pudding Wt wl. 6 Pe. Oe Je ee 1 pkg. 4 serv. 7¢ 1-3/4 min. 
Deut) ooked: Pudding. s2).6609. ica cede ec ese 1 pkg. 4 serv. 6¢ 7 mins, 
Homemade Cooked Pudding................... 3 serv. 6¢ 20 mins. 
Jell-O Lemon Pie Pilling ooo ceela sek. 1pkg. one 9” pie 32¢* 9 mins. 
Homemade Lemon Pie Filling................. — one 9” pie 56¢* 25 mins. 
pS ely wacarter Nr oe Fined ou gaa cee 5 lb. 12 medium 8¢ 45 mins, 

apples ++ glasses 

3 bottle 

Certo 
Apple Jelly—Homemade...................008 5 lb. 5 medium 13¢ 3-3/4 hours 

apples glasses 


* Cost per pie. 
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First Session—Twenty-seventh Parliament 
1966 
PROCEEDINGS OF 
THE SPECIAL JOINT COMMITTEE OF THE SENATE 


AND HOUSE OF COMMONS ON 


CONSUMER CREDIT 


(PRICES) 
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JOINT CHAIRMEN», S> 
The Honourable Senator David A: feral 


and 


Mr. Ron Basford, M.P. 


WITNESSES: 


| Green Giant of Canada Limited: Mr. A. W. Anderson, President and 
General Manager; Mr. W. B. Eagen, Vice-President, Sales and Mar- 
keting; Mr. C. A. Farrow, Vice-President, Production; Mr. R. O. 
Thrane, Planning Assistant. 


Fullerton, Mackenzie & Associates Limited: Mr. D. H. Fullerton, Presi- 
dent. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1966 
25159—1 


MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


For the Senate 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, O’Leary (Antigonish- 
Cook, Inman, Guysborough), 
Croll, McDonald (Moosomin) Thorvaldson, 
Hastings, McGrand, — Urquhart, 


Vaillancourt—(12). 


For the House of Commons 
Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McCutcheon, 
Andras, Horner (Acadia), McLelland, 
Basford, Irvine, . Olson, 

Cashin, Lachance, Otto, 

Choquette, Leblanc (Laurier), Ryan, 

Clancy, Lefebvre, Scott (Danforth), 
Code, MacInnis, Smith, 

Crossman, Mandziuk, ~ Whelan—(24). 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 
Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 
SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 


 1966:— 


“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
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problems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


_ heard. 


MINUTES OF PROCEEDINGS 


TuESDAY, November 15, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
Inman, McDonald (Moosomin) and McGrand—5. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis and McCutcheon.—4. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel J oyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 


| Urie, Q.C., Counsel. 


The following were heard: 

Green Giant of Canada Limited: 
Mr. A. W. Anderson, President and General Manager. 
Mr. W. B. Eagen, Vice-President, Sales and Marketing. 
Mr. C. A. Farrow, Vice-President, Production. 
Mr. R. O. Thrane, Planning Assistant. 


At 12.45 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 
Chairman), Inman, McDonald (Moosomin), McGrand and O’Leary (Antigon- 
ish-Guysborough) —7. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Lefebvre, MacInnis, Smith and Whelan—6. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 


Urie, Q.C., Counsel. 


Mr. D. H. Fullerton, President, Fullerton, Mackenzie & Associates Ltd., was 


At 5.00 p.m. the Committee adjourned until Thursday next, November 17, 
at 9.30 a.m. 


Attest. 
John “A: Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, November 15, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: There is a quorum. We have this morning the 
Green Giant of Canada Limited, represented by Mr. A. W. Anderson, President 
and General Manager; Mr. W. B. Eagen, Vice-President, Sales and Marketing; 
Mr. C. A. Farrow, Vice-President, Production; and Mr. R. O. Thrane, Planning 
Assistant. Mr. Anderson, on my left, will present the brief. 


Mr. A. W. Anderson, President and General Manager, Green Giant of Canada 
Limited: Mr. Chairman, honourable senators and members, ladies and gentle- 
men, we welcome the opportunity to appear before this Joint Committee on 
Consumer Credit and Cost of Living and hope that what we can offer will 
contribute to better understanding of food prices and their relation to the 
Canadian economy. 

We regret that we have had so limited a time to get together the materials 
included in our brief. We affirm our sincere desire to present those facts that you 
may find to be of value and have tried to present material that we feel is sound. 

In 1931, Green Giant Company of Le Sueur, Minnesota organized an 
affiliated company, Fine Foods of Canada Limited in Tecumseh, Ontario. In 1960, 
Green Giant purchased almost all of the public interest in the company and we 
are now organized as Green Giant of Canada Limited. Since that time no 
dividends have been distributed and these retained earnings have contributed to 
our growth and development in Canada. We are pledged to the principle of 
Canadian participation in the ownership of Green Giant of Canada and shall be 
working to this end over the next several years. 

In late 1965, Green Giant Company purchased Clark Foods of Canada 
Limited and amalgamation with Green Giant of Canada was effected April 1, 
1966. On October 17 of this year, the head office of the Company was moved from 
Tecumseh to 500 Ouellette Avenue in Windsor, Ontario. 

We presently have some 500 regular employees and in the peak of our 
_ processing season augment these people with some 1,700 seasonal workers. We 
have plants at Harrow and Tecumseh in Ontario and at Ste. Martine and St. 
Remi in Quebec. Green Giant of Canada is a processor of quality canned and 
frozen vegetables and our principal products are green peas, sweet corn and snap 
beans. We are also now engaged in processing some of the prepared foods which 
were the principal products of Clark Foods Limited. 

Figures contained herein pertain only to the canned and frozen vegetables 
which have been the traditional products of Green Giant of Canada Limited and 
for which we have trend and historical information. Because we have not had a 
full cycle of production and marketing with those products in the Clark line, we 
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were unable to provide meaningful information in this-area of our Operations. 
We suggest that more complete information on these new product lines can be 
supplied by those companies that have had longer experience in these areas of 
the food industry. na 

At Green Giant we recognize that a corporation has basic responsibility to 
three groups—its consuming public, its employees, and its stockholders. In order 
to discharge its responsibilities properly, a company must generate adequate 
profits. Therefore, we recognize the primary purpose of Green Giant of Canada 
Limited to be the making of a profit over the long term, consistent with being a 
good corporate citizen. 


Only in this way can we discharge properly our responsibilities to: 

1. Consumers, by providing constantly improved and new food products 
distinctive in quality, value and convenience. 

2. Employees, by providing opportunity and incentive for maximum 
self-expression and growth, together with adequate compensation 
and security. 

3. Stockholders, by providing a reasonable return on and growth of 
their investment. 


Our profit margins are not satisfactory measured by these criteria, and in 
fact, as subsequent figures will show, are dangerously thin, particularly for a 
basically seasonal business. We must at pack time commit ourselves to invento- 
ries representing more than one year’s sales. We are presently committing the 
Company and spending money against 1967 requirements which will be sold 
through to the 1968 pack. If future events reveal our present projections to be 
overly optimistic, the cycle becomes increasingly risky. 

Shown below are the key figures from our financial statements for fiscal 
years ending March 31, 1961, through 1966. 


GREEN GIANT OF CANADA LIMITED (000’s omitted) 


1966 1965 1964 1963 1962 1961 

Gross Sales ..... S 21.017 $ 9,620 $ 8,185 $48 3517, $0230 $ 6,807 

Net Earnings .... 334 341 59 134 360 278 
% Net Earnings 

of Gross Sales . 3.0% 370 0.7% 1.6% 5 0% 4.1% 

GREEN GIANT COMPANY U.S.A. (Consolidated) 

Gross Sales ..... $139,500 SHIS 71138 $ 97,632 $ 78,195 $ 75,039 $ 67,595 

Net Earnings .... 4,649 5, DLS O12 1,476 21.93 2,202 
% Net Earnings 

of Gross Sales 3.28% 2.7% 1.9% 1.9% 2.9% 3.3% 


You will note that in 1961 our net profit Green Giant of Canada Limited was 
4.1 per cent and fell in 1965 to 3.5 per cent and dropped further in 1966 to 3.0 
per cent. You will also note the wide fluctuation of profit from a high in 1962 of 
5.0 per cent to 0.7 per cent in 1964, indicating the high degree of risk inherent 
in narrow product line and seasonal processing where Mother Nature plays the 
dominant role. 


The consolidated statement of the United States Company shows fairly 


similar profit margins, but less annual fluctuation, pointing out the benefits 


accruing to a more widely diversified product line and greater geographical 
spread of risk. 


We would point out here that if the entire net profit of Green Giant of 
Canada had been passed directly to the consumer in 1965, it would have 
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amounted to a reduction of slightly more than half a cent per can. In 1966 this 
would have dropped to slightly less than a half cent per can. In 1964, our net 
profit amounted to only 1/10 of one per cent per can. 

The detailed comparative earnings statement for Green Giant of Canada 
Limited for 6 years is attached as Exhibit A. We will be referring to this later. 

A further substantiation of our profit position by product grouping for the 
past four years is shown in the summary table directly below. 


1966 1965 1964 1963 

% % % % 
Canned eas ., 1,5... C5 ih 8 he (0.1)* 1.0 2.4 * Loss 
Waived Corn fsa. oe aL 4.3 1.9 0.3 
Carmed “Beans 3,27 >. 4 4.8 4.9 0.2 5.3 


More detailed figures for the 1966 year will be referred to later in this brief. 

This further points out the fluctuations in seasonal vegetable products. In 
two out of four years we have shown losses on canned peas. 

Advertising and marketing expenses as a percent of gross sales are noted 


below and are as shown on the comparative earnings statement referred to as 
Exhibit A. 


(000’s omitted) 


1966 1965 1964 1963 1962 1961 
Advertising & 
Marketing. .... . $625 Soo2 $495 $458 $491 $415 
% to Gross 
Salese ee Pr. ONE 5 6.1 5.4 6.8 6.1 


The above figures include media advertising, cooperative merchandising, 
consumer promotion, direct mail and dealer helps. 

The general trend has been down considering our increasing volume. 

The table below shows our cost per ton of raw produce delivered to our 
plants for the 1964, 1965 and 1966 pack years. These costs shown are adjusted 
for contract deductions and our own field department labor and overhead. 
Payments are still being made to growers and some 1966 figures are preliminary. 


1966 1965 1964 
Cost per Ton Pack Pack Pack 
PNA beans 1.8 cic. sei Th $ 98.54 $111.50 $ 86.80 
Gorm wird. nites aieiabieed . 2 31.26 32.10 28.34 
POSS hows. . yleventse . vats e kiss 178.04 132.40 143.22 


Costs for cans, cartons and labels are shown below for the period requested. 
These are averages. 


Costs per Thousand—14 ounce size 


% Change 
1966 
1961 1962 1963 1964 1965 1966 vs. 1961 
Zin Cans. ....:$ 32.40. $33.32  .$33:32i) $34.0501 #84.75 $35.45 + 9% 
Shipping 
CATLONS ree to» 93.35 96.00 96.00 96.00 96.00 99.85* + 7% 
iy 21 he 2.46 2.46 yee is 2.18 2.18 2.18 — 11% 


* Does not include 5% increase as of October 1, 1966. The asterisk refers to shipping car- 
tons. You will notice that labels have gone down 11 per cent. This is a volume situation. 
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Consumer sizes of most of the products we produce are controlled by 
government regulations.* As a matter of principle, we believe that container sizes 
for basic vegetables are and should be designed to give the consumer the portion 
or number of servings he or she wants for the particular circumstances. We all 
consume different amounts of different foods as our taste dictates, and a lower 
price per ounce in a larger package does not necessarily mean greater economy. 

Families vary in size and foods vary in densities and container require- 
ments. We try to meet what we understand to be the desires of the consuming 
public in co-operation with the industry and government. We have no desire to 
tell the housewife what sizes of containers she needs, and would be foolish to try. 
We will produce food for the consumer in any container she desires, as long as 
we can do so in compliance with government regulations and within the 
specifications of purity and quality that we demand. i 

We think it should be noted that our basic commodities are in quite simple 
packages consisting of a container, a label and a carton. 

Although competitive prices are important to us, they are not the only 
determining factor in arriving at our selling prices. During pack and particularly 
upon completion of pack, we consider production costs. Based on these costs and 
considering probable shelf price, we evaluate our selling prices. If we do increase 
our price on an item and if, in the opinion of the trade, our announced price 
exceeds that of competitors by too great a degree, we would be so advised. 

In point of fact we are not always competitive. Our production plants are 
located in Quebec and Ontario. Since we sell our products on a F.O.B. basis, 
added freight costs result in a higher laid down cost in distant markets. This is 
particularly true in the west. 

We, of course, always wish to know our competitive price position in the 
market place. We purchase a retail price report covering Toronto chain store 
shelf prices and a similar pricing report published in French for retail chain store 
prices in Montreal. In addition, our sales force is required to send in, periodical- 
ly, retail price reports and immediate reports on current competitive action, 
either in retail price changes or merchandising activity. Personal observation of 
shelf prices is also employed. 

Shelf price changes, patently not of a temporary promotional type are an 
immediate sign that a competitor has most likely changed his selling price to the 
trade. With our experience in this field we can make a very accurate estimate of 
the competitor’s revised price. 

Pricing in the processed vegetable business is important and complex. 
Although we take a number of factors into consideration in our pricing, the 
fluctuating production of agriculture crops often forces us to ignore desired profit 
goals, production costs and competitive pricing. 

In brief we evaluate a number of factors in determining our prices to the 
trade. These factors are our own supply, industry supply, production costs, 
competitive pricing, desired shelf prices and corporate profit goals. 

We pride ourselves on our marketing record—on the advertising support we 
have provided Green Giant Brands over the years. The Green Giant on the label 
opens buyers’ doors to our brands since they know each item will receive 
adequate merchandising support resulting in a high-shelf velocity. Consumers 
across Canada have been introduced to Green Giant Brand products through 
magazine, radio, newspaper and T.V. advertising. This introduction has helped 
consumers become acquainted with the high quality of Green Giant Brands and 
our increasing sales attest to their loyalty. 

Because of the national advertising support, we are limited users of other ~ 
types of promotional activity. We do very little. We use consumer premiums 
sparingly and never the in-pack or on-pack style. In 1961 we gave in exchange 


* Canada Agricultural Products Standards Act and the Processed Fruit and Vegetable 
Regulations. 
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for 2 labels a Green Giant Colouring Book for children. In the fal] of 1962 we 
offered a large Green Giant rag doll and one year later we provided a consumer 
write-in offer on a 16 inch Green Giant rag doll. During October 1964, we offered 
a mail-in premium—The Green Giant Valley Express Train. We are again pres- 
ently offering a 16 inch Green Giant rag doll. It should be emphasized that these 
consumer premiums all required that those desiring the premiums write in for 
their requirements. They do not have to buy anything. 

We are not large users of coupon promotions. A “pop-up” coupon was used 
this year in the February 1966 issue of Chatelaine Magazine. Limited use has 
been made in the last five years of “in-freezer’’ coupon pads supporting “frozen 
in butter sauce’? items. In addition we usually offer a Canadian National 
Exhibition Coupon Book to those people visiting our booth at the Exhibition. 

As stated above, we are limited users of consumer premiums and coupons 
but this should in no way be interpreted that we are not convinced of the value 
of these merchandising tools. Coupons for example, offer to the advertiser speed 
of action, flexibility, and geographic control—and to the consumer—savings. In 
the same vein, although we have used the “cents-off” or “Flag label offer” 
sparingly, we believe it is a fully acceptable and useful marketing tool. Green 
Giant of Canada used a “cents-off” label in 1965 on buffet size items. Our 
experience was that the reduction shown on the label was fairly handled by our 
distributors and we feel that Canadian consumers received full benefit of the 
reduction. 

The following table shows opening or current prices F.O.B. plant on 
our major Green Giant Brand items compared to the consumer price index. The 
table shows increases have been made on some items. Other items have 
decreased or held steady. On the basis of available information, it would appear 
to us that our price levels have not increased at the rate of consumer prices in 
general. 

These are our major items, and I will read across from 61 to 66. There has 
been a designation change on the first item; it used to be 15 oz. but is now 14 oz. 
in the same size can. 


% Change 
1966 


1961 1962 1963 1964 1965 1966 vs 1961 

24/140z Green Giant Brand Peas. $3.95 3.95 3.95 3.95 4.10 4,30 + 9% 

24/120z Niblets Brand Corn...... 3.80 3.90 3.90 3.90 4.10 4.10 + 8% 
24/140z Green Giant Brand Cream 

Be i ee ee a 3.90 3.90 3.90 3.90 4.10 4,10 + 5% 
24/140z Green Giant Brand Cut 

igs eee tee ee te 3.80 3.860 3.90 3.90 4.05 4.30 +13% 

~ This is the institutional size. — 

6/750z Green Giant Brand Corn. 5.78 5.78 5.78 5125 5,25 Su — 9% 
12/24 Green Giant Brand Frozen 

Be BR ON es EY R ne 4.75 4.75 475 4.75 4.75 4.75 0% 
12/2: Green Giant Brand Frozen 

Opn, .DoIMl MiUnBIN. 10. 5.00 5.00 5.00 5.00 5.00 5.40 + 8% 

Consumer Price Index............ Mess 22 126.8 113 IPA Fh 136.4 Pavol +19% 


(1949 = 100)* 


* SourcE—D.B.S. Prices and Price Indexes (Food) for the month of September. 


Our sales orders are billed to the trade on gross selling price and show on 
the face of the invoice any allowances that apply, such as, damaged merchan- 
dise allowance, promotion allowance and 15-day cash discount. 

Green Giant of Canada does a minimum amount of “private label’? pack- 
ing—on a per case basis less than 1 per cent in fiscal year 1965 and 1.6 per cent in 
fiscal year ending March 31, 1966. We just are not in the private label business. 
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At Green Giant we believe in our nationally advertised brands. We believe 
we offer a superior quality product and that we have built and are building a 
franchise of consumer trust that has become precious to us—almost a way of life. 
We believe this franchise sets a goal of quality that is an asset to the food 
industry. We believe this franchise lets us plan better for the crop ahead and for 
the future—thus giving us a better chance to produce more efficiently. Our 
quality franchise provides us the incentive to do the basic Agricultural, 
Processing and Consumer Research that in our segment of business is done to a 
great extent by the nationally advertised brand packers. We have many of our 
own seed varieties, processes and methods which are developed to give the 
consumer a superior product. 

This research, so vital and necessary in Canada, makes possible not only 
better food, but more return to the farmer, better production costs and in net 
effect lowers prices to the consumer. 

National brand advertising costs money, but how does this relate to the cost 
of goods and the prices consumers pay for these goods? 

Professor Neil Borden of Harvard University, working with an advisory 
committee of five other professors, examined hundreds of case histories to 
discover the effect of advertising on prices—Among his conclusions was this 
point: ‘The building of the market by means of advertising and other promo- 
tional devices makes price reductions possible for large firms’’. Professor Borden 
and his advisors decided that advertising, “though certainly not free from 
criticism, is an economic asset and not a liability”’. 

If advertising is an essential element of our economic success here in 
Canada, it is and will be no less essential in penetrating and sustaining foreign 
markets. Thus advertising becomes an essential tool in reducing unfavorable 
balance of payments. 

Mass production requires mass distribution and mass distribution requires 
mass demand. Advertising is to distribution what the machine is to produc- 
tion—a multiplier of effort. 

If Canada did not have a nation-wide market its economy would be 
segmented, unstable and far, far less productive than it is today. This national 
market has shaped an interdependent, closely knit economy that generates its 
own growth. Each part—each industry, each city, province, region—each part 
through the sale of its product and services, creates wealth that in turn provides 
buying power for the products and services of other parts. In effect we all buy 
each other’s bread. 

Over the period 1965 to 1975 the gross value of all manufactured goods 
produced in Canada is expected to more than double from thirty-two billion 
dollars to sixty-seven billion dollars. This would represent a more rapid rate of 
growth than took place over the decade from 1955 to 1965, when the gross value 
of manufactured output in current dollar terms rose by about two-thirds. So, 
over the next decade Canadian manufacturing industries face the task of finding 
huge new markets for the products they will be capable of turning out and the 
main market will have to be found in Canada. The task is truly gigantic: how to 
sell an additional thirty-five billion dollars’ worth of manufactured goods 
annually a decade from now? 

Where the costs of making a product are reduced by virtue of large scale 
production, and where advertising has helped produce the volume of sales 
needed to effect the savings of mass production, it is legitimate to say that 
advertising has helped make possible the reduction in the cost of producing these 
goods. The job of advertising is to help create the volume of orders needed to | 
eee the optimum level of production, serving to reduce the cost of manufac- 

uring. 

At Green Giant we believe confidence is the most precious ingredient in the 
market place. Advertising helped build consumer confidence. Before the advent 
of brand names and before advertising identified those brand names as synonyms 
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for quality in the public mind, the consumer accepted it as a fact of life that 
quality was a hit or miss affair. 

It wasn’t until the cracker was taken out of the cracker barrel and put in a 
tin can with a name on it, and not until that name was given circulation through 
advertising, that the consumer began to expect quality or was readily able to 
identify quality products. And because she got it, she increasingly bought other 
brands that she saw advertised. 

It was advertising and brand names that gave us faith in the market place in 
the first place. Superior quality sustains that faith. 

A tabulation of hourly rate increases from 1961 through 1966 will illustrate 


the increase in the rates of production labour during the past 5 years at Green 
Giant. 


YEAR ROUND EMPLOYEES—HOURLY RATES 


% Change 
1966 
1961 1962 1963 1964 1965 1966 vs. 1961 


Sit cee 4 soe Se Oe eee eee 


Avg. Rates $ 1.81 Pilon yi 04, eS 2141, SO 37 $2.54 + 40% 
Annual % 


Increase — 5 % 7% 5% 8% 10% 


SEASONAL EMPLOYEES—HOURLY RATES 


% Change 
1966 
1961 1962 1963 1964 1965 1966 vs. 1961 


Ste. ae} ea ee ee eee 


Avg. Rates 5, iat 6S. Ll oulaZOue~ > 1.04 seu LA S cL OO. a NES TD 
Annual % 


Increase — 8% 6% 5% 1% 7% 


Of particular interest is the percentage increase in rates in years 1964 
through 1966. 


YEAR ROUND EMPLOYEES 


1961 through 1963 1964 through 1966 
Avg. % Increase 6% 9% 


SEASONAL EMPLOYEES 


1961 through 1963 1964 through 1966 
Avg. % Increase 6% 7% 


The escalation in wage rates is, we think, related to— 
1. Inflationary pressure on wages. 


2. The upward shift of skill requirements from 1961 when 36 per cent of 


year round employees were skilled to 1966 when 54 per cent are 
skilled. 


Total salaries and wages on a calendar year basis in thousands of dollars are 


shown below. 


1960 1961 1962 1963 1964 1965 


Lceeecraeccce Ne Were a ee, le a eee ee 


Dalaress, Ya Abe $298 $ 342 $ 392 $ 388 $ 446 $ 564 
Hourly Wages .... 689 742 852 872 903 1190 
f i's ZEN Bere a re $ 987 $1084 $1244 $1260 $1349 $1754 


We make no interpretation of these; they are there for your help. 
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The table below attempts to show components of the gross sales dollar we 
receive by major commodity. 

No application should be made to any specific brand, quality or tin size since 
this is an average and a number of allocations were necessary in our attempt to 
provide this type of information. 

Co-Chairman Senator CROLL: You need not read all these figures; they will 
be included in the record. Have you anything further to add on this table? 

Mr. ANDERSON: No, sir. 

Mr. WHELAN: I think some of these figures are the most important of all the 
figures we have had, especially where you compare price of raw product with 
price of containers. I would like them to be read at this time. 

Co-Chairman Senator CRoLL: They will be included in the record, you 
know. 

Mr. WHELAN: I know, but Mr. Anderson read all the others that are not so 
important. 

Co-Chairman Senator CROLL: All right, go ahead. 


Mr. ANDERSON: Yes, Sir. 


COMPONENTS OF GROSS SALES DOLLAR BY COMMODITY 
FiscaL YEAR ENpED Marcu 31, 1966 


Canned Canned Canned 
Peas Corn Beans 

Sit (DTA UE ee ee oe ee i Ae 1A Sele’ AO Ab Ere). 1.000 1.000 1.000 
UM Na Gyo <a RO Oa ea PR epee ae ae en Ie ERMA 4 BLY etre fa: .088 .018 . 052 
ORE ORLULC oe eee i CREE eo ore ea Re eee eGR ee ea ee . 303 934 191 
@ontainete: 28: Ae Ae Oe. SAS MEL Se aleraorwet 2h. a: JQ 245 244 
Hactory labor dnd Overheads. ..o26 29. @ « Aecks ee Be eee: eee . 189 . 130 . 146 
AB OTS a fas Be area Ce, ecm ees ges i oy eh igh Seah Ps ae . 022 .026 . 026 
U3] 575 Tee RS a I Rl ie ta gr aR cere Ft LAY ss ieeeel Rey De lgh ae bo oye gt .014 .O11 .017 
Gonaiments fH eee ee SF en Pee ee rere .013 me .001 

TOGA ee, oe gia ag Oe ee EE eet . 708 . 658 . 625 
Distributions Gosteincexs wees sae eee ae tei ee ee ae .019 .031 . 046 
IBEOK Ora Ce, ANG SOLEIN Oa ai yo haces ir ctieakt s ctu eoiinaaea ea aene a aie hase inlet . 024 . 024 . 024 
Advertising and Merchandising .:2 ...cncmraeupie acre mores ron ee rene . 057 . 059 .057 
Cash UDiscounte..ie ate. Nae ee en ee eee: .012 .012 .012 
Volwme:Discountsc.4 =a = eee acess sacra te acutkacidc a Ree ee ees 017 017 017 
GOTO Te et te ee ee ae ee eee .016 016 016 
Administrationvands Generale a anes se aeins, « anne he ene ee 060 . 060 . 060 
Income Tax ee ee eee ee ye er. ae, neta es Mee S| pee es — .052 . 046 
UES righ a 0 Wh ae a ee ER MRD AA! ETS WEY Jol gly 8 is Repeeyees albany) (.001) .053 .045 


If you please, you might now look at Exhibit A, which is the last page, 
before I read the summary. 


Co-Chairman Senator CROLL: No, go ahead and read the summary. Members 
can look at Exhibit A while you are reading the summary; it will be included in 
the record anyway. 


Mr. ANDERSON: All right, fine. In summary, we have attempted to give to the 
committee as clear and concise a story as possible. 

We have tried to show in so far as time and our records allow the increasing 
costs and expenses that are a part of the rapidly expanding economy. To the best | 
of our ability in the preparation time available, we have tried to show that our 
prices have generally gone up less than costs, considering that we have absorbed 
or offset many of those costs by more efficient methods and by putting increased 
emphasis on agricultural and production research. 


lines. 
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We feel—and this is personal—we cannot emphasize the latter point too 
Strongly, that only by expanding research done in Canada can we hope to 
compete in the world and our own market place. Those who wait for the basic 
research to be accomplished and paid for and the market established by others 
are not in our opinion contributing in full measure to the long range strength of 
the Canadian economy. 

We have said that ours is and has been traditionally an extremely competi- 
tive and risky segment of the food industry. 

We have said that we must generate profit and at a sufficient level to 
compete in the market for the money necessary to stay abreast of modern 
processing methods and techniques, provide new and modern machinery and 
equipment and to attract the people to do the job. 

We have not shown separately the increases in interest rates, municipal and 
provincial taxes and almost every item we use in our business, but these are 
included in the net financial statement. 

Because we sell on a F.O.B. basis, we have not covered the area of freight 
and distribution costs. However, changes or increases in freight rates, which we 
understand are being contemplated, will undoubtedly have an effect on retail 
food prices. 

We feel that basic food items and particularly quality processed vegetables 
represent a good value to the consumer. 

On behalf of Green Giant of Canada Limited, I want to thank you for the 
opportunity to appear before this committee. We hope that what we have been 
able to bring here will be of value to the committee in their study of food prices. 

Thank you very much. 


Co-Chairman Senator CRoLL: Exhibit A will, of course, appear on the 
record. You might take a minute to look at it. Meanwhile members might 
indicate if you want to do any questioning. 


Mr. Anderson, the accountant informs me that all the guidelines that were 
sent to you have been fulfilled, with the exception of one, comparative financial 
statements. You have given us the 1965, but there is 1960-65, and you will 
forward those to us as soon as you get back home? 


Mr. ANDERSON: Yes, we will send those immediately to you. 

Co-Chairman Senator CROLL: Fine. I will start with Mr. Urie. 

Mr. UriE: Thank you, Mr. Chairman. 

Mr. Anderson, as you have pointed out in your brief, you are a wholly- 
owned subsidiary of the Green Giant Company of Le Sueur, Minnesota? 

Mr. ANDERSON: Yes. 

Mr. UriE: Does your parent company own any other companies, wholly or in 


| part, in Canada? 


Mr. ANDERSON: No, not to my knowledge, sir. 
Mr. UrIE: Do you have any subsidiary companies? 
Mr. ANDERSON: Yes, we do. We organized two this year—Producers Con- 


_ tainer Limited of Canada and Green Giant Frozen Foods of Canada Limited. 


Mr. URIE: What are their particular functions? 
Mr. ANDERSON: Producers Container will be a can manufacturing subsidiary. 


We are just completing—in fact, we are working on it now. Likewise with 


Frozen Foods. What little freezing we have done up to this time has been done on 


-aco-pack arrangement. 


Mr. URIE: In other words, you are getting into the production of the 


containers you use? 


Mr. ANDERSON: Yes, we are making them now. We are stil] installing the 
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Mr. Urie: Do you own any of the farms, or the primary producers, from 
which you obtain the raw materials? 

Mr. ANDERSON: No, we own no farms. We own just the land that we have 
our plants on. 

Mr. SmitH: I suppose you grow various products on contract with farmers? 

Mr. ANDERSON: Yes, sir, we do. We grow on contract and we do some 
farming on our own. 

Mr. SmitH: Do you have a standard agreement with the farmers? 

Mr. ANDERSON: Yes, we do. 

Mr. SmutH: Could the committee be provided with a copy of that agreement 
at some time? 

Mr. ANDERSON: You certainly may. Mr. Farrow will be glad, I am sure, to 
provide whatever you want. It is a standard form. 

Mr. Urie: Are these annual contracts or are they negotiated in the open 
market? 

Mr. ANDERSON: These are annual contracts. 

Mr. Urie: Your purchases then are made solely through contractual rela- 
tionships with the producers—or, do you go to the open market? 

Mr. ANDERSON: I would say they are made solely on contract. I cannot think 
of anything offhand that we buy— 


Mr. A. C. Farrow, Vice-President, Production, Green Giant of Canada 
Limited: In Ontario we deal with the marketing boards where the prices are all 
negotiated over the winter months and in the early spring. This process sets all 
the prices and terms for the following pack year. Likewise, in respect to our 
contracting—where we operate in Quebec the negotiations are all completed 
with the growers in the spring. 

Mr. URIE: So, all of your Ontario purchases are made through the marketing 
boards and all of your Quebec purchases are made through individual contracts 
with the producers? 

Mr. FARROW: Yes, sir. 

Mr. SmitH: Do you find that dealing with marketing boards tends to lend 
stability to the prices from one year to another? 

Mr. Farrow: I would not say it has in our particular case, because we are 
dealing only in Ontario and Quebec with raw produce. 

Mr. SMITH: That is what I am talking about. , 

Mr. Farrow: They are so associated that one follows the other. They are 
very close. 

Mr. SMITH: Has there been any such fluctuation from one year to another in 
the prices you have paid since these marketing boards have been established? 

Mr. Farrow: I do not think I could answer that, sir, because we have been 
operating under the marketing boards in Ontario for as long as I have been with 
the company. 

Co-Chairman Senator CROLL: For how long is that? 

Mr. Farrow: About 20 years. 


Mr. UrRIE: Now, as a Canadian subsidiary of an American company what 
arrangement do you have for the payment of licensing fees, royalties, advertising 
allowances and charges for research facilities that are provided for you by your 
parent? 


Mr. ANDERSON: We pay only the per diem fees. We pay the expenses of these 
people that we ask to come, and we pay them on a per diem arrangement. 


SS 


ey ee 
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Mr. URIE: There is no flat annual fee? 


Mr. ANDERSON: No. Sometimes we request people, and sometimes we get 
someone we do not request. 


Mr. URIE: In that respect you are unlike some of the other companies which 
have appeared before this committee, which pay a fee based on a percentage of 
sales? 

Mr. ANDERSON: No, we have no such arrangement. 

Mr. URIE: I refer you to page 5 of your brief. You make a statement there 
with respect to advertising in these words: 


The general trend has been down considering our increasing volume. 


In that connection may I point out to you that from 1961 to 1966 the total 
volume in dollars has increased by about 50 per cent. 


Mr. ANDERSON: Yes. 

Mr. UrRiE: And I point out also from your exhibit A that during the same 
period your sales increased from $6.807 million to $11 million, which is an 
increase of approximately 62 per cent. As a matter of fact, if you take each one 
of the items in exhibit A, as I have done, you will find that they have increased 
by an average of 60 per cent. One item has increased by about 79 per cent. But, 
your advertising has gone up only 50 per cent. Is the fact that your advertising 
budget has not gone up as much as your gross sales figures an indication to you 
that advertising does not play the important part that perhaps you have 
thought? 

Mr. ANDERSON: No, I would not say that. 

Mr. URIE: What is your comment in respect of this? 

Mr. ANDERSON: It is a matter of budgeting with us, and trying to get the 
most for the dollar. 

Mr. UrIE: And this is demonstrated by the fact that your sales have 
increased quite markedly while, as you point out, there has been a general trend 
downward in the total amount expended? 

Mr. ANDERSON: Yes. 

Mr. URIE: Is that because of a wiser spending of your advertising budget? 

Mr. ANDERSON: I would hope so. Perhaps Mr. Eagen can comment on this. 

Mr. URIE: Yes, and bear in mind, Mr. Eagen, that practically every company 
has increased its advertising dollar volume during a similar period. 


Mr. W. B. Eagen, Vice President, Sales and Marketing, Green Giant of Can- 
ada Limited: Mr. Urie, I appreciate your comment about spending dollars 
wisely, and perhaps that could be passed on to our management. I think the 
answer to your question is that our promotional or advertising activity tends to 
snowball as we are able to put more brands under the Green Giant umbrella. If 


we have to go out and advertise and buy, let us say, TV spots for one item then it 


becomes expensive, but if we can put a number of items on the one TV spot, for 
example, with a rider, then this brings down our costs, and our volume increases 


aS we increase our lines. The result is that our advertising costs do come down. 


Mr. SmitH: Do you propose to put the Clark brand names under the Green 
Giant label? Do you intend to market them as Green Giant soup and Green 
Giant pork and beans? 

Mr. ANDERSON: I would not think so. Right at this moment we are not 
prepared to judge that. Let me say this, that we are very, very impressed with 
the Clark position. We are very impressed with the quality, and we are not 
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prepared to make any judgment here. I would think that this will require much 
more knowledge than we have right now. 

Mr. SMITH: You have certainly a pretty good economy name. 

Mr. ANDERSON: We were very impressed with the line, and I say that 
sincerely, but we are not that far along with it now to make any judgment. We 
are trying to live right now. 

Mr. UriE: Mr. Anderson, you mention also on page 5 that the advertising 
figures include media advertising, co-operative merchandising, consumer promo- 
tion, direct mail and dealer helps. 

Mr. ANDERSON: Yes, sir. 

Mr. URIE: Would you provide us with a break-down of those various items? 

Mr. ANDERSON: Yes, we certainly will. 

Mr. URriE: I think that will assist us because this is the type of thing we must 
look at. 

Mr. ANDERSON: Yes, we will give it to you in whatever detail it can be 
provided. y 

Mr. URIE: Now, it would seem, referring to your exhibit A again, that in 
addition to advertising and marketing the following items might be included 
under the heading of ‘“‘Promotion” or “Marketing,” or whatever you wish to term 
it, namely, export development and distribution expenses. I mention those two 
items particularly because you have stated that you do deliver f.o.b. your 
factory. 

Mr. ANDERSON: Yes. 

Mr. URIE: And volume discounts. I do not think cash discounts should be 
included, but certainly volume discounts should be. I would think that they 
would be part of your promotion expenses. 

Mr. ANDERSON: Yes. 

Mr. URIE: Would you give us your comments on those observations, please? 

Mr. ANDERSON: Of course, distribution expenses in our case are largely 
inter-plant and consignment stock, and so forth. In other words, we produce 
snap beans only in Quebec—we used to call them string beans, but we did not 
like that. They have been improved you see. 

Mr. URIE: What did you say the distribution expenses were? 

Mr. ANDERSON: Largely, in our case, they are inter-plant expenses and 
consignment stocks, and then there are the costs of distribution. We have, for 
instance, snap beans only in Quebec. We would like to have them in Ontario. We 
have to bring most of them back here and re-distribute them, you see. 

Mr. URIE: This is from one warehouse to another? 

Mr. ANDERSON: Yes, for consignment stocks that we put in places so that we 
can serve the customers. In other words, we have to be able to give them the full 
line whenever they require it. 

Mr. UrtsE: But that has nothing to do with the distribution expense from you 
to the customer? 

Mr. ANDERSON: Only in so far as those things that are not completely © 
covered on an f.o.b. basis are concerned—some items there. ] 

Mr. URIE: What would those items be? 


Mr. ANDERSON: Where we have to get into some kind of freight equalization 
which, again, is pretty small with us. However, there are some cases where you 
cannot expect the customers to bear this expense. 


Mr. UriE: That is where there are long distances involved? 
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Mr. ANDERSON: Yes, where you have an inequity. We try to make our 
products available fairly to everybody. 


Mr. URiE: What about export development? 


Mr. ANDERSON: Export development is concerned largely with our attempt 
to move into the market actually in the United Kingdom. 


Mr. UrtE: Have you moved into it to any extent? 


Mr. ANDERSON: Yes, we have. We are really very happy about it. We went in 
with corn and we found first of all that the people in the United Kingdom had 
never seen it and it was quite an experience. So we introduced it and did some 
advertising, and we have had what we think a very gratifying experience. I 
should say that our parent company has helped us tremendously here. They have 
the international division and pay most of the wages of the people, and we are 
allowed to get by pretty well. 


Mr. UrRIE: Any advertising you have had in the export market has been 
under the heading— 


Mr. ANDERSON: Yes, this is what this is. We went in pretty strongly, and 
then had some pretty poor profit years and could not do much, as you know. 


Mr. UrieE: I have one or two more questions, and then will turn the 
questioning over to the members. On page 6 you refer to packaging, and the 
increases there are relatively small: Tin cans, 9 per cent; shipping cartons, 7 per 
cent; and labels are down 11 per cent. What are your comments with respect to 
those relatively modest increases in two cases and the decrease in one, and the 
large increases in your sales, sales allowances, brokerage, discounts, and so on, 
bearing in mind that on your chart on page 15, if you add cartons and labels to 
containers in each of the three products you mention there, in two of the cases it 
brings the cost of the containers, cartons and packaging, to a figure greater than 
the actual raw product which goes into packaging? 

Mr. ANDERSON: Let me say first of all that since we have had another week 
available to us we did get some more figures on this. This is general. We went 
back to the actual invoices and dug them out and would like to give the figures 
to you in much more detail. 

Mr. URIE: Have you those with you, Mr. Anderson? 

Mr. ANDERSON: Yes. Mr. Thrane has them with him. It is a much better 
breakdown of what has happened. It also gives the breakdown of the advertising 
media. 

Co-Chairman Senator Crouu: This is Exhibit B and is being distributed to 
the members of the committee now. Please take a look at it before Mr. Urie 
continues. It is entitled “Schedule of Allowances”—‘“‘Schedule of Advertising and 
Promotion”. 

Mr. Urtz: I presume you are referring, with respect to containers, to 
Exhibit D? 

Mr. ANDERSON: Yes. 

Mr. UrRIE: I would like to review that from 1961 to 1966, for the benefit of 
the members of the committee. 

Mr. ANDERSON: Looking at it I thought perhaps we had better go back to the 
invoices and take the discounts to see what actually happened, because there is a 
great difference by product. 

Starting with 1961 we see 300 x 407, canned peas, in the amount of $32.82; 
in 1966, $35.45, an increase of 8 per cent. 307 x 306, corn, in 1961, $33.46, and in 
1966, $35.94, an increase of 7 per cent. 300 x 407, corn, $32.82 in 1961 and in 1966 
$35.45, an increase of 8 per cent; and 300 x 407, beans, $32.97 in 1961, and in 
1966, $39.55, an increase of 20 per cent. 
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I should comment here that beans are put up in what generally is referred 
to in the trade as “hot dip”. The mills are simply, not technically equipped to 
preduce this plate, a process they cannot afford to mechanize because of 
volume. They want to go out of this hot dip plate business. This accounts for 
some of the differences. What will be the future of the hot dip plate in the 
canning business we don’t really at this time know. Canadian and United 
States mills want to get out of it. I am saying this because this is not because of 
the can companies but because of the tin plate that is coming in here, as we 
understand it. 

Referring again to Exhibit D, under the heading “Shipping Cartons”, you 
will see for 1961, 24-14 ounce peas, $90.35; in 1966, $93.91, an increase of 4 per 
cent; 24-12 ounce corn, 1961, $84.98; 1966, $94.24, an increase of 11 per cent; 
24-14 ounce corn, 1961, $88.97; 1966, $90.54, an increase of 2 per cent; 24-14 
ounce beans, 1961, $83.60; 1966, $93.81, an increase of 12 per cent. 

These figures on shipping cartons do not reflect this latest increase, again, 
because we went to actual invoice so that you would have it as an actual matter 
of record. 


Mr. UrtE: The only thing included in packaging would be the labels, which 
you have shown on page 6? 


Mr. ANDERSON: Yes. There has been quite a breakthrough, as we under- 
stand, in the label business, and they are doing a nice job. We are very happy 
about it. 


Mr. Urie: Perhaps I will go back to this exhibit after I have had a better 
chance to examine it, Mr. Chairman. I have one other question of Mr. Anderson, 
that is, with respect to these comments on page 10 of various items of your 
products. How many products do you manufacture in addition, is this the whole 
line? 

Mr. ANDERSON: No, but this is probably—what you would say 60 to 70 per 
cent? These are the major items. We have Garden Patch label, Kounty Kist 
label, and so on, but these are fancy items. 


Mr. URIE: Your price changes range anywhere from an increase of 9 per cent 
in the case of Green Giant brand corn, to an increase of 13 per cent in Green 
Giant brand cut beans? 

Mr. ANDERSON: Yes. 


Mr. Uri: They are relatively modest increases, and at the same time even 
after taking into account all your various increases, sales allowances, advertising, 
and so on, as shown in Exhibit A, an eventual increase in net profit of 20 per 
cent. Your average increase I would say is about 8 per cent in prices. What is the 
explanation for the substantially greater net gain? 


Mr. ANDERSON: I think you have reversed the figures, sir. 


Mr. UriE: I am sorry, I can see now that I have been reversing the figures, 
and I withdraw my question. 


Co-Chairman Senatro CROLL: Senator Carter? 

Senator CARTER: On Exhibit A, your volume discount has been fairly steady 
from 1961 to 1966, in percentage terms, and also your cash discount; but your 
sales allowances have fluctuated considerably. You may have given that answer 
to Mr. Urie but I did not catch it. 

Mr. ANDERSON: No, sir. The volume discount and the cash discount are on a 
straight percentage, they are just a per cent. 

Senator CARTER: Just per cent on sales? 

Mr. ANDERSON: Yes. But the sales allowances of course include a damaged 
merchandise allowance. We make an allowance so that if there are damaged cans 
in shipping, or if the labels are off, and so on, this is our responsibility all the 
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way. We do not want them on the shelf in any other way but as nice as we can 
get them there. Therefore, we make this allowance. Different companies do this 
in different ways. Some companies go out and actually pick up the cans and 
replace them but this is quite expensive and can be an annoyance to the people 
in the trade, if they have to justify the thing. We make a straight allowance here 
and we hope that it covers it and we think that it does and if there is any 
variance there it is part of the business. 


Senator CARTER: The point I am making is that sales allowances jumps from 
$273,000 in 1962 to $479,000 in 1963, it stayed at $407,000 in 1964 and went down 
to $305,000 in 1965. It jumped around a lot? 


Mr, ANDERSON: Yes. Perhaps Mr. Eagen, the Sales and Marketing Vice- 
President, could explain this to you. I hope he can help you. 


Mr. EAGEN: I believe I can be of some help. We make up our advertising 
budget figure prior to pack. Therefore, this remains fairly constant. Being in a 
business where Mother Nature gives us the quantities, we cannot control them 
like other industries. If we know we have an above-budget pack, it behooves us 
to move it in that pack year. The quickest way is to use an allowance. Therefore, 
when we have an above-budget pack, this promotional allowance will rise. That 
basically is the reason. It is the result of a pack situation. 

Senator CARTER: I think you told Mr. Urie that you export some of your 
products? 

Mr. ANDERSON: Yes. 


Senator CARTER: You give us here in Exhibit A figures for export develop- 
ment, which also fluctuated tremendously, from $127,000 in 1962, to nothing 
in 1963 and 1964? 

Mr. ANDERSON: Yes. 

Senator CARTER: Was that advertising? 


Mr. ANDERSON: Yes. That is, other than salaries. Actually, we went into the 
market and looked at it and we found a great interest in Canadian products. So 
we said, “Let us go out and do this”, and we spent some money the year we had 
some money. Frankly, we did not have any for a year or two. It definitely is 
coming now. We are very excited with this thing. Incidentally, we are working 
very closely with the Government in this area. We think we can do some more of 
these things. We are hoping for it. 


Senator CARTER: Going back to page 16, your distribution costs for your 
product—your distribution cost for canned corn is twice as much as for canned 
peas, and for canned beans it is almost twice as much. Can you explain the 
reason for that? 


Mr. ANDERSON: Yes. As I said earlier, we have beans only in one area. All 
our snap beans are in Quebec. We would like to produce them in Ontario, if we 
could get the capital money. A lot of the cost is in bringing the beans down and 
reshipping them. 

In the case of corn we are completely nationwide, with our Niblets brand. 

Senator CARTER: It is a matter of distance? 

Mr. ANDERSON: Yes, and the way we have to bring the product into our 
interplant situation. It is a matter of supply. Mr. Farrow could give some more 
information on that. 

Mr. Farrow: As Mr. Anderson has mentioned in the case of beans, we have 
to move a large percentage of them from the Quebec plant where they are 


| produced to our Ontario plant for distribution to Ontario and to the west. 


In the case of corn, the majority of the cream style corn is only manufac- 
tured in Ontario and has to be moved back to Quebec for distribution to Quebec 
and eastern markets. Whereas, the peas acreage situation is very well split, so 
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the peas produced in Ontario take care of the market there and the peas 
produced in Quebec take care of the Quebec market. 
It is basically an interplant situation—freight. 


Senator McDONALD: As a supplementary on that, why is it that you only 
produce beans in Quebec, rather than in Quebec and Ontario? 


Mr. Farrow: Historically there have been better quality beans produced in 
Quebec. It seems that the longer cool nights and the weather situation produce 
better wax beans, of better colour. This has been the situation over the past 
several years. We are quality conscious. We have been doing a tremendous 
amount of research over the years, in the Essex district and Essex County, in the 
London area, trying to grow beans there. As Mr. Anderson has said, this is a 
question of money. We try to study some of the varieties not available, to see 
what we can do to get them into Ontario. 

Senator McDona.tp: I have one more supplementary. Are you able to get 
sufficient beans in Quebec to supply the Canadian demand as far as your 
company is concerned? 


Mr. Farrow: Yes. We have no problems securing average in any area for 
any of our products. 

Senator McDoNALD: It is just a matter of the price, if you have to move it 
too far? 


Mr. FARROW: Yes. 
Mr. ANDERSON: And the production facilities. 


Senator CARTER: I have many more questions here but I will confine myself 
to two. On page 14, you talk about your employees and you relate the escalation 
in wages to inflationary pressure on wages and the upward shift of skilled 
requirements. You make a comparison between 1961 and 1966, as to the 
percentage of your employees who are skilled. Have you any figures you can give 
the committee as to the increase in productivity that has resulted from this 
upgrading in skill? 

Mr. ANDERSON: I do not have any with me, but unquestionably there has 
been an improvement. This is a difficult thing to answer, because at the same 
time we have been investing almost all our money back in the business, in 
machinery and in better ways to do the thing. There has been a definite 
improvement. As you bring in new equipment, new machinery, it takes more 
skilled people to run it. The day is almost gone when you can have almost 
anyone run a machine. For instance, our products are processed largely in 
continuous cookers and these are complicated machines and require skilled 
people to control them. . 


Senator CARTER: On page 11 you state that you do a small amount of private 
label packing? 


Mr. ANDERSON: Yes. 


Senator CARTER: Could you give us your price differential for your private 
labels, your prices to the wholesaler for your private labels, as compared with 
the national brands? 


Mr. ANDERSON: I am sure Mr. Eagen could give you some prices. First of all, 
let me say that no Green Giant quality goes into the private label, so if we would 
compare this, the comparison is not valid. 


Co-Chairman Senator CroLtL: What would go into these private brands? 
Mr. ANDERSON: It would depend upon what the private label request would 


be. In our case, it is very small. If they want choice quality, it would be choice. If 


they want another quality—we are just not in it. In our case it is mostly the 
choice product. 
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Mr. EAGEN: I really do not have that comparison between our own prices 
and the private label prices. 


Mr. ANDERSON: But this could be supplied. 


Senator CARTER: How many different size packages do you use for your 
product? 


Mr. Farrow: We are regulated by Government regulations, as you know, on 
tinned foods. We are only allowed to put them in the sizes they are provided for. 
In the case of peas, as I recall strictly, it is 10 ounce; the former 15 ounce now is 

_ called 14 ounce; the former 20 ounce is now called 19 ounce; and the 105 ounce is 
- now called 100 ounce. These are the basic four sizes permissible, and we are in 
_ three of those four. 

Senator CARTER: Do you have any odd sizes? 


Mr. FARROW: We are not allowed odd sizes. We are regulated entirely by the 
Department of Agriculture. 

Senator CARTER: All of your packages come under these regulations? 

Mr. FARROW: Yes sir. 


Senator CARTER: You make a point on page 6, that it is not always a good 
buy to buy the large size. In food, you might buy more than you are going to eat, 
and have to throw the balance out? 

Mr. ANDERSON: Yes. 


Senator CARTER: Have you carried out any consumer research, to find out 
| what quantity should be in cans, to meet various needs? 


| Mr. ANDERSON: Yes, we do some. We have not done a great deal, in regard to 
cans, here in Canada. The parent company has done this for years and years, 
exhaustively. We have not actually been big enough, and we have not done a 
| great deal of that in the can part of the business. 


Senator CARTER: Could you give us some idea what the results of your 
research have been and what you have found out? Perhaps you could provide 
that information later; I am not asking you to give it to us now. 

| Mr. ANDERSON: Do you mean what we have found out respecting sizes? 
| Senator CARTER: No. What I wish to know is what should be in tins and 
what actually goes into them according to the regulations. I am interested in 
sizes, yes, but also in the contents. 
| Mr. ANDERSON: I believe we can provide you with that information, al- 
though, offhand, I do not have any comment to make, except that, thinking in 
terms of basic vegetables, which is what we are talking about here, the various 
sizes pretty well meet demand. I suppose there could be some variation, but 
there is a little limiting factor here that sometimes bothers us. Let us take the 
export business, for example. Sometimes we do not have the exact right can to 
export. However, we do not find a great problem in this area. 

This is simply an opinion, and I do not know that I can really help you much 
in this regard, but we can send you what information we have. 

Senator McDonatp: May I ask one supplementary question, Mr. Chairman? 
Is your parent company in the United States controlled by government regul- 
| 


ations regarding the sizes of cans? 

Mr. ANDERSON: No, they are not. The parent company co-operates with the 
food and drug people there, and cur company at least would be very reluctant to 
simply make an arbitrary change of size. They go right to the government and 
talk to them about it. 

! Senator McDoNALp: But you are free in the United States. Your parent 
company could put up its products in whatever size cans it likes. 
Mr. ANDERSON: By law, yes, but we are very conscious of the customer. 


ss —>._—= 
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Senator McDoNnALp: Could you tell me how many can sizes your company in 
the United States has for peas? 


Mr. ANDERSON: I believe so. The parent company has a seven-ounce can, 
which is a “211”. There is no 10-ounce can. There is what is called a 17-ounce 
can, which is a “303” rather than a ‘300’, and with these figures I am talking in 
terms of dimensions. There is a No. 2 can, or at least I believe some packers still 
carry that. 


Mr. FARRow: That is the same as our 20-ounce can. 


Mr. ANDERSON:We do not pack it. Our company does not have it, but there is 
one. We also pack in the No. 10 size. 


Senator McDONALD: You have about four sizes in Canada and about four in 
the United States in your parent company. Is that correct? 


Mr. ANDERSON: I believe we have only three in both places. 


Mr. ALLMAND: Mr. Anderson, on page 5 of your brief there is a table at the 
bottom of the page referring to cost per ton of raw produce. 


Mr. ANDERSON: Yes, sir. 
Mr. ALLMAND: According to that table, corn is by far the lowest cost item. 
Mr. ANDERSON: Yes, sir. 


Mr. ALLMAND: It would seem, if you look at that alone, that the price of corn 
should be substantially lower than your other products. 


Mr. ANDERSON: Yes? 


Mr. ALLMAND: It should be lower than peas or beans. Now, on page 4 you 
have a table with respect to profit which shows that you made a bigger profit on 
corn in 1966, namely, 5.1 per cent. 

Mr. ANDERSON: Yes, sir. 


Mr. ALLMAND: Do you use corn to make up for a lower profit that you would 
get on peas or beans in order to maintain a certain profit level over all? 


Mr. ANDERSON: No, not necessarily. We would like each one to contribute its 
own share. If I may presume, the difference here is that corn is purchased on a 
ton basis and there is a high percentage loss per ton. 

I would ask Mr. Farrow to explain this, as it deals with recovery, a subject 
with which he is more familiar than I. 


Mr. Farrow: In the case of peas versus corn, you are looking at four times 
the recovery from a ton of peas compared to a ton of the raw product of corn. I 
believe this explains the difference. To explain further, $100 worth of the raw 
product of peas produces four times as many cases as $30.00 of corn. Now, that is 
what I am getting at. This is a factor to be taken into account. 


Mr. ALLMAND: What I am getting at is that the apparently lower cost of corn 
does not seem to be handed on to the consumer as much as it might be, because it 
seems that you are using the lower cost to make a higher profit rather than 
handing it on to the consumer. 


Mr. Farrow: Perhaps I am not making myself clear. From a ton of corn an 
average of 30 cases of finished product might be recovered, whereas, in the case 
of a ton of peas, 120 cases of finished product will be receovered. 


Mr. ALLMAND: I see. Now, I was also going to relate those costs to the table 
on page 15. If you look at the relative cost of the raw product, corn is higher than 
beans. Corn is .234; beans is .191. This would seem to indicate that corn costs | 


more than beans. Then, if you go back to the table on page 5, it seems that corn 
is much less. I find this rather confusing. 


Mr. Farrow: Of a ton of corn brought into the factory, 70 per cent is thrown — 
away. 


Mr. ALLMAND: I see. 


a i 
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Mr. FARROW: We throw away the husks, the cobs and so on. However, if you 
were to buy one ton of peas from the grower, you would be bringing into the 
factory, basically, one ton of shelled peas and the loss there would be very small. 


Mr. ALLMAND: With respect to my first question, whether you try to price 
your products in order to maintain an average profit level in the company, do 
you try at the beginning of the year to set a profit level that you want to aim at 
and price your products throughout the year in order to maintain that level, 
gaining higher profits on some products and lower profits on other products? 


Mr. ANDERSON: The fact is that we do have variations caused largely by 
supply and demand of the product. 


Mr. ALLMAND: But what is your answer with respect to a goal? 


Mr. ANDERSON: We do have a goal, but it is an overall goal and we try to 
budget toward it. 


Mr. ALLMAND: It is a profit goal. 


Mr. ANDERSON: We would, naturally, like each product to contribute its 
share, and all things being equal, if the planners did their job right, we would 
come out exactly even. However, it just does not happen that way because 
nature, almost, controls the thing in the end as to supply and demand. Of course, 
too, other canners have variations in what they need and there are variations in 
the industry supply. 


Mr. ALLMAND: Also on page 15, looking at that table, I notice that the 
container cost for corn is higher than for peas or beans. However, the difference 
is not very much between corn and beans, whereas it is quite noticeable between 
corn and peas. Why is that? 


Mr. ANDERSON: This is caused by different tin plates, different weights, 
different specifications to carry the product and so on. This is a very technical 
matter, but each product has its own requirements and these weights and tin 
plate specifications vary greatly. They even vary, sir, if I may say so, by how far 
you intend to ship particular goods. For instance, if you ship overseas your 
requirements might vary considerably. I am not saying that that is so in our 
company, however. 


Mr. ALLMAND: I see. Finally, with respect to allowances, the allowances on 
corn are much less than the allowances on peas and beans. What is the reason for 
this? 

Mr. ANDERSON: This is, of course, one particular year, and relates almost 
directly to supply and also to the industry supply. 

Mr. ALLMAND: I want to move on to another area. You sell both frozen and 
canned goods. 


Mr. ANDERSON: Yes. 


Mr. ALLMAND: Often they are the same product with respect to corn and 
peas. 


Mr. ANDERSON: That is correct, sir. 


Mr. ALLMAND: The price to the consumer of frozen products is higher than 
for canned products. 

Mr. ANDERSON: Yes, sir. 

Mr. ALLMAND: What percentage of your sales in peas was in the frozen area 
as compared to the canned area in 1966. 

Mr. ANDERSON: I do not have the exact figure, and I would not want to guess, 
but it is very small. As I said we just built our freezing plant and started 
operations on July 1 of this year. In fact, we have some questions as to whether 
we are really in operation yet. However, it is a very small part of our overall 
operations, and we certainly hope that it will become more. We have bet our 
money here. 
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Mr. ALLMAND: On page 11 you mention that you produce for the private 
labels. You say that you believe that your national product is a very high quality 
product, but you do not comment on the comparative quality between the 
private label packing and your own national product. Do you produce peas, for 
example, for private labels? 

Mr. ANDERSON: Yes, but not Green Giant quality peas. 

Mr. ALLMAND: What quality are they? Are they a different recipe? 

Mr. ANDERSON: No, there are three general Government grades, fancy 
choice and standard, in Canada. We don’t do private label business in our fancy 
peas. 

Mr. ALLMAND: But in the choice brand? 

Mr. ANDERSON: Yes. 

Mr. ALLMAND: In the choice brand is there a difference in recipe from the 
choice brand in your national products? 

Mr. ANDERSON: Actually basically there is a difference in maturity so far as 
peas are concerned. 


Mr. ALLMAND: I see. Are there any cases where the recipe in the choice 
quality of corn or beans or peas is exactly the same as the recipe in your national 
product? 


Mr. ANDERSON: Well, no. We have our own label for choice and standard 
brands. In our case this would be Garden Patch or Kounty Kist. 


Mr. ALLMAND: How do these products which you produce under your own 
choice brand name compare with the quality of the products you produce for the 
private labels. 


Mr. ANDERSON: They would be the same. If they ask for choice quality they 
get choice quality. 

Co-Chairman Mr. BASForD: With such a small percentage of your business 
in private labels, what sort of firm would you prepare private labels for? 

Mr. ANDERSON: I will ask Mr. Eagen to answer that. 


Mr. EAGEN: We sell some private labels to A & P, some to Woodward’s and 
some to Steinberg’s. I think that is all. 


Co-Chairman Mr. BasrorD: Would you supply all of their requirements? 
Mr. EaGEN: Oh, no, we wouldn’t. As you can see it is a small percentage. 


Mr. ALLMAND: Has this percentage been increasing from 1963 to 1966? Have 
you been asked to produce more for private labels in recent years? 

Mr. EAGEN: I would say it has been increasing, but because of the years you 
chose—we only started to sell private labels in the last couple of years. 

Mr. ALLMAND: 1965 and 1966? 


Mr. EAGEN: Yes. 

Mr. ALLMAND: Do you think the trend will be greater for supermarkets to 
produce their own labels? 

Mr. EAGEN: We are not anxious to produce private label products. 

Mr. ALLMAND: I don’t know why you are not anxious to do this. They seem 
to be able to sell these goods on the shelf ata cheaper price than yours. 


Mr. EaGeEn: We have certain production facilities, and we have problems 
enough In producing sufficient for our own label. We do not want to invest 
capital in further plant to produce for private labels. 


; Co-Chairman Senator CRoLL: But you said that you have choice brands 
which you produce for yourself and which you produce for private labels. Some 
of these people you mention advertise their private brand as being cheaper than 
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your brand. In fact what is happening is that they are asking a cheaper price for 
goods which are the same as those that you sell under your own name. 


Mr. ANDERSON: Yes, but I would take it that the quality between the two at 
the choice level is different. I do not think there is a difference in our own choice. 
I do not have the figures with me, but I don’t think there is a difference in the 
choice when they advertise it as choice. 


Mr. ALLMAND: Therefore there isn’t any difference between the choice you 
produce for supermarkets and the choice you produce for your own label. 


Mr. ANDERSON: If it is Canada Choice it is Canada Choice. 
Co-Chairman Mr. Basrorp: What is the range of quality in choice products? 


Mr. ANDERSON: There is a difference—in our range there might be two or 


three points difference. I don’t know how the Department of Agriculture does 
this. 


Co-Chairman Mr. BAsForD: What I am getting at is that there is quite a 
range of quality in choice quality. 

Mr. ANDERSON: Yes. 

Mr. ALLMAND: When we had the supermarkets before us as witnesses they 


_ all indicated that they intended to get into the private label business more and 


more, and if they do they will be buying from canners like yourself and Aylmer 


and other people in this field. Now there is a demand from the consumer for a 


lower priced product and it remains to be seen what the effect of this will be, but 
there seems to be a trend to buy private labels. The comparative prices of 
national products vis-a-vis their own private labels—I am referring now to your 
statement on page 12 with respect to advertising. You say that if we are going to 
have a mass market or if we have a mass market we have lower costs and lower 
prices and therefore we need this advertising. 

Mr. ANDERSON: Yes. 


Mr. ALLMAND: I want you to comment on this: If the public has confidence 
in a particular supermarket like A & P or Loblaw’s, they may have the same 
confidence in supermarket names as opposed to the national brand name and yet 
they get the product at a lower price because they don’t have the high promotion 
and advertising costs. 

Mr. ANDERSON: I think this goes pretty deep. We say and we believe we are 
the leaders in this field and we built a franchise and this franchise lets us do the 
research, the basic research, and the basic building of the market. We have, for 
instance, in our corn varieties, if I may refer to them—these go back 40 years in 
time, and we have these varieties which we have led in the industry, and in 
bringing these along we have actually led the increase in production and 
therefore have set the pace in the industry, and we think that no matter how 
things go someone will have to do this. 

Mr. ALLMAND: Why could you not continue to do research and produce 
products for sale to the supermarkets which they in turn can sell to the public at 


cheaper prices because they do not have the large national brand advertising? 


Mr. ANDERSON: It comes down to two things, the ability to plan for the 
future and so to amortize the investment you put into this. In the situation you 


_mention you would be completely at the mercy of a one-year’s contract or one 


year’s supply. We can look into the future and put in new machinery and new 
equipment when we maintain our own national brand. 

Mr. ALLMAND: You feel you would not be able to control the market as 
well? 

Mr. ANDERSON: No. 
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Co-Chairman Senator CROLL: What Mr. Anderson is saying that he would be 
in the hands of the chain stores who could cut his throat any morning and leave 
him flat. He wants to avoid this situation, and that is not a bad idea. 

Mr. ALLMAND: What percentage of the market do you have for corn and 
peas and beans? 

Mr. ANDERSON: For basic vegetables I think we have about 20 per cent of the 
Canadian market. We get these figures from purchased services. 

Mr. EAGEN: May I make a comment here? International survey estimates in 
1965 show there are 31,340 grocery outlets in Canada. Of these 1,530 stores, or 
only 4.9 per cent, were corporate chains doing an estimated 46 per cent of the 
dollar volume. The same survey indicates that there are 7,410 other group outlets 
and 22,400 independent stores. This means that 95.1 per cent of grocery outlets 
do 54 per cent of the dcllar volume. Your comments about private label were in 
connection with corporate chains. There are a great many other stores to be 
serviced which leaves a considerable area for other than private label business. 

Mr. ALLMAND: But it seems that even in these private stores they are 
beginning to join together into voluntary groups. 

Mr. EAGEN: Yes, some of the voluntary groups have their own private labels, 
but this is a minority. Some 22,006 stores do not have their private labels. 

Mr. ALLMAND: It is increasing though, from what other witnesses have said 
before us. The independent stores are joining more and more in voluntary 
groups and are sharing in wholesale facilities and putting out their own brands? 

Mr. EAGEN: Yes, that is right. 

Co-Chairman Senator CROLL: Senator O’Leary? 

Senator O'LEARY (Antigonish-Guysborough): On page 10 you show three 
price increases in 1966 on three different items? 

Mr. ANDERSON: Yes. 

Senator O’LEARY (Antigonish-Guysborough): When did these increases 
take place? 

Mr. ANDERSON: Mr. Eagen, do you have the dates on those? These are right 
after pack time, when we evaluate the pack and industry supply. We depend on 
DBS and we see what our stocks are going to be and our ability to supply them. 

Senator O’Lyary (Antigonish-Guysborough): Just for this year. 

Mr. EAGEN: Beans this year, our new pack prices were announced on August — 
29. On peas our new pack prices were announced on August 9. 

Senator O’LEaryY (Antigonish-Guysborough): What percentage of your total 
pea sales, in any form, would come under the first category there, your 
14-ounce? What percentage would you sell of frozen peas compared to canned? 

Mr. ANDERSON: Our percentage frozen would be, I suppose, 1 or 2 per cent. 
Do you mean on a pound basis? 

Senator O'LEARY (Antigonish-Guysborough): Yes, on a pound basis. 


Mr, ANDERSON: It would be very small. I sort of hate to guess; I do not have 
the figure, and I do not want to say something that is not right. It is very small. 
Our business is canning, and we are new in the frozen business. 

Senator O’LEARY (Antigonish-Guysborough): Let us go on the beans. This 
price increase also took place in August? 

Mr. ANDERSON: Yes. 


Senator O’LEARY (Antigonish-Guysborough): Approximately a 6 per cent | 
increase. Your net profit position on the peas, the objective, is easily seen. What 
was the basic reason behind the increase in the beans? 


Mr. ANDERSON: The basis reason is the increase in the container costs. I 
referred to that earlier. 
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Senator O’LEARY (Antigonish-Guysborough): That is the basic reason? 
Mr. ANDERSON: That is one of the basic reasons. 


Senator O’LEARY (Antigonish-Guysborough): What about the Clark’s prod- 
uct, pork and beans? When did you take over Clark’s? 


Mr. ANDERSON: Actually, the parent company bought the Clark company 
and we were amalgamated, as I said in my opening paragraphs, effective legally 
April 1, 1966; but we just moved the office down in late August and September, 
and actually moved to our central office on October 17, while we were putting 
this together; so, right now, we are in it. 


Senator O’LEARY (Antigonish-Guysborough): You started the distribution 
of the Clark’s product approximately what month this year? 

Mr. ANDERSON: I think you would have to say immediately after the 
amalgamation. 

Senator O’Lrary (Antigonish-Guysborough): Has there been any increase 
in the Clark’s products since you began distributing, to your knowledge? 

Mr. ANDERSON: I do not believe so. I do not have the figures here, but we are 
still looking at this and trying to do project accounting on this, and we are using 
pretty much the budget figures we have. This business is so very competitive you 
are just in a very competitive situation. 

Senator O’LEARY (Antigonish-Guysborough): Your cash discounts, of 
course, appear on the invoice? 

Mr. ANDERSON: Yes, they do. 

Senator O’LEARY (Antigonish-Guysborough): What about the volume dis- 
count? 

Mr. ANDERSON: The volume discount is given once a year on a fiscal year 
basis. 

Senator O'LEARY (Antigonish-Guysborough): At the end of your financial 
year? 

Mr. ANDERSON: Yes. As I say, it is an accepted standard practice in the basic 


| vegetable business. 


Senator O’LEARY (Antigonish-Guysborough): On your Exhibit A, advertis- 
ing and marketing to gross sales, would you object to substituting the word 
“promotion” for “marketing” there? 

Mr. ANDERSON: On? 

Senator O’LEARY (Antigonish-Guysborough): Advertising and marketing, 
the fifth item on Exhibit A. Would you object to using the word “promotion” 
rather than “‘marketing’’? 

Mr. ANDERSON: I think “marketing” probably covers a little broader field 
than just “promotion.” 

Mr. EAGEN: Do you mean “advertising and promotion”? I think “marketing” 
is the better term; it is a broader term, in my opinion. 

Senator O’LEARY (Antigonish-Guysborough): I just noticed some of your 
competitors used “advertising and promotion,” and did not give a separate 


figure. 


} 


Mr. ANDERSON: I guess this is just semantics. 
Co-Chairman Senator CROLL: Mr. Whelan? 
Mr. WHELAN: Mr. Chairman, Mr. Allmand asked most of the questions I 


_wanted to ask about the containers, and there is probably not very much more I 


can ask about them, only to say I hope the consuming public of Canada realize 
now that the processors of primary products are not the reason for the increased 
cost of living, when you figure it would be cheaper for them to eat the contents 


of the can when the can itself costs more than the produce in the can. 
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One thing I wanted to ask was, Mr. Anderson, I believe, mentioned you do 
some farming on your own? 

Mr. ANDERSON: Yes, we do. 

Mr. WHELAN: Approximately how many acres of peas, corn and beans do 
you grow? 

Mr. ANDERSON: Mr. Farrow, do you want to comment on that? He is our 
farmer, sir. 

Mr. Farrow: I would say about 40 per cent of the total is on company farms. 

Mr. WHELAN: This is on rented land? 

Mr. FARROW: Yes. 

Co-Chairman Senator CROLL: What was the answer? 

Mr. Farrow: 40 per cent of the total acres would be on company farms. 

Co-Chairman Senator CROLL: Total acres of what? 

Mr. Farrow: Of products—peas, corn and beans. 

Co-Chairman Senator CroLL: Mr. Urie asked you that question and you 
said, ‘‘No.” 

Mr. ANDERSON: No. 

Mr. URIE: I did so. 

Mr. WHELAN: No, he asked if they owned any land, and they do not. 

Mr. ANDERSON: We do not own it. 

Co-Chairman Senator CROLL: He asked if you farmed any land. 

Mr. ANDERSON: No. 

Co-Chairman Senator CROLL: All right, go ahead. 

Mr. URIE: That is semantics too. 

Mr. WHELAN: I particularly watched what Mr. Urie asked, because it is of 


great concern to many people. Have farmers refused to contract your crops? Is 
this the reason you are in production? 


Mr. Farrow: No. I think there are many reasons why we are in farming. 
Basically, it permits us to do quite a bit of research in the farm end of it in the 
way of machinery and equipment, new varieties, methods, where in many cases 
the farmers have been reluctant to try these things. We have been able to try out 
new varieties and methods on our own farms. 


Mr. WHELAN: One other question then. You do your own farming. Have you 
any idea of what your total investment would be in equipment?—and I am not 
talking about the harvesting equipment, because it has been a policy your 
company has had for many years that you own the harvesting equipment, but 
other farm equipment needed for cultivation and the planting of crops normally 
done by farmers previously, before you did any forming on your own. Farmers 
have this other equipment anyway, and use it for other types of farming. Have 
you any idea of how much money you have invested in tractors, plows and 
discs—all sorts of your cultivating equipment? 

Mr. ANDERSON: No, but this could be dug out. 


Mr. WHELAN: Is this a good operation for the company? Is this an economical 
operation for the company? Is it better than contracting with the farmers? 


Mr. ANDERSON: These things have to be companionized. We believe they go 
hand in hand to do a good operation. | 


Mr. WHELAN: I think you are aware that many farmers are against this 
vertical type of integration, and I could see that if it was completely taken over 
it would be to the disadvantage of the consumer again. 


Mr. ANDERSON: Yes. We believe that in our basic philosophy to be a good 
corporate citizen we encompass this thing; we believe in this, and we live it. 
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Senator McDonaLp: Could I ask a supplementary question, Mr. Chairman? 
Co-Chairman Senator CROLL: Yes, Senator McDonald. 


Senator McDonaLp: What is the total acreage you have under rent or rental 
arrangements that you farm yourself? You said 40 per cent of your production, 
but how many acres are involved? 

Mr. ANDERSON: I do not have that figure. 


Co-Chairman Senator CRoLL: Cannot you estimate it? Surely you must have 
that figure. 


Mr. Farrow: It would be about ten thousand acres in total. 


Senator McDona.Lp: How many land owners would be involved in these ten 
thousand acres? 


Mr. Farrow: I would say that the average leased farm is probably around 
100 to 150 acres. N ormally, these people who lease farms are retired farmers and 
widows—people like those who are looking for an income from their farms. They 
do not want to farm any more. There are some who are actually working in the 
city, and their farms are available for lease. We compete with other farmers in 
the leasing of these farms. 


Senator McDonaLp: And in the majority of the cases you rent the whole 
farm and not just a piece of it? 
Mr. FARROW: Yes, normally we do. 


Mrs. MacInnis: I have a couple of questions to ask, and the first is about the 
cans themselves. Does the government specify how much of the product must be 
in each can. 

Mr. ANDERSON: Yes. 

Mrs. MacInnis: Are the can sizes government sizes or your own sizes? 

Mr. ANDERSON: They are government sizes. 


Mrs. MacInnis: In other words, the government has changed its size from 15 
ounces to 14 ounces? 

Mr. ANDERSON: No, this is a change in designation. Actually, the size is 
exactly the same. 


Mrs. MacInnis: Is there the same amount in the 14-ounce can as there used 
to be in the 15-ounce can? 


Mr. ANDERSON: Yes. It is perplexing to us too. 


Mrs. MAcINNIs: Yes, it is a little difficult to understand. I am going to 
question you from the angle of a woman, a consumer, who is looking at this table 
on page 10. One thing that a woman would see on that page is, with the 
exception of one item in respect of which there has been no change, that every 
single one of those sizes that is suitable for a householder is up in price now from 
what it was in 1961. 

Mr. ANDERSON: Yes. 


Mrs. MAcINNIS: That is the first thing she would see, and then she would 
want to know why. She would be casting about and saying that it is obviously a 
good product and, therefore, some research must have gone into it, and then she 
would turn to pages 8 and 9 of your brief and see—I am not talking about the 
frilly kind of woman, but theaverage, sensible kind of housewife—and see these 


_ paragraphs about consumer premiums. Now, you stated a few moments ago—and 


I took down your words—that consumers do not have to pay for the premiums. I 
want to question whether this is actually the case. It is true that the consumers 
do not have to take home the premiums, but do they not have to pay for them? 
Mr. ANDERSON: In some respects there has to be a charge for those. They 
have to be covered somewhere. 
Mrs. MAcInnts: Does not this put up the price of the article? 
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Mr. ANDERSON: Well, I think this depends on whether you are actually 
gaining the momentum, and gaining this position in the field, and actually 
allowing yourselves to grow, and putting the money into it— 

Mrs. MacInnis: But apart from that, does not this put up the price to the 
consumer. 

Mr. ANDERSON: I think Mr. Eagen, who is our marketing expert, would like 
to speak to that, if he may. 

Mr. Eacen: First of all, Mrs. MacInnis, in connection with the prices to 
which you refer I will say that we have not taken specific items. The items here 
amount to only 60 or 70 per cent of our totalproduction. In addition to these we 
have other items that have been reduced in price. We have not selected— 


Mrs. MacInnis: Yes, but these are the big ones. I have followed carefully 
what you have said, so you do not need to go into that detail. 

Mr. EacEN: We have some additional items that we have not mentioned. In 
connection with the premiums we mention that we have not put out in-pack 
premiums. The premiums we have used have been write-in premiums. For the 
doll item the consumer sends in five labels. This is actually an expense to us. 
Other than the five cents that the person would incur in sending in the labels 
there is no money involved. 

I think the other portion of your question might be answered by my saying 
that we have a promotion or advertising budget. We spend it on media 
advertising, for example, and some of it is spent in this selective way. This 
means, therefore, that the premium does not necessarily increase the price, 
because we have used some of our advertising dollars in. this area. 

Mrs. MaciInnts: But is it not true that the consumer has to pay for the Green 
Giant rag dolls, the express, and the colouring book? Is not that true? 


Mr. Eacen: It would be true if we were also to say that advertising as a 
whole is a cost— 

Mrs. MacInnis: All right. It is a cost, obviously. It is true that these things 
put up the price to the consumer. Do not go around the bush, please. Do they or 
do they not? Please answer Yes or No. 


Mr. Eacen: I do not think I can answer the question in that way. 

Mrs. MAcINNIs: Very well; that is all I need in the way of an answer. I 
will go on to my next point. I want to question the accuracy of this statement 
on page 9 of your brief: 

Coupons, for example, offer to the advertiser speed of action, fiexibil- 
ity, and geographic control—and to the consumer—savings. 


I would like to know, in the light of what we have just gone through, how these 
coupons offer savings to the consumer. I wish you would tell me the answer to 
that one? 


Mr. Eacen: I will preface this by saying that we are not large users of 
coupons. I am defending these more on principle than on the ground of being a 
large user of coupons. One of the major areas in which these coupons are used is 
in our hand-out at the food building of the Canadian National Exhibition. These 
are packages of coupons that we provide. They are provided without a purchase 
by the consumer, and they permit her to go to her store and turn in the coupons 
and thus enjoy a reduction in her purchase price of up to five cents per coupon 
on, possibly, seven or eight items. Therefore, in my opinion, if she picks up 40 
cents worth of coupons then they would represent a saving of 40 cents on her © 
purchases. 


Mrs. MacInnis: But how much of that amount of 40 cents does she have to 


pay for the express trains, the Green Giant dolls and the colouring books. That is 
what I want to know. I would like to know how much she saves in view of the 


CONSUMER CREDIT 1275 


fact that she has to pay for all of those. Whether she writes in and gets them or 
not she still has to pay for them. That is what I want to know, and it is what the 
women want to know. 

Mr. EAGEN: That goes back to my previous statement, that this is all part of 
our national advertising and promotion. 

Mrs. MAcINNIS: I am talking about the consumer. Would it not be cheaper 
for the consumer if you cut out all of that, and sell her your goods without the 
express trains, the dolls and all the other stuff? 

Mr. EAGEN: Not on the basis that it is all part of our national advertising 


campaign. We have shown to you that as we spend our national advertising 


dollars and increase our sales, we reduce our overall expenditure. Therefore, on 
this basis, I think that as we increase our sales we can reduce the price of an item 


_ to the consumer. 


Mrs. MacInnis: Look at page 10. There you show that between 1961 and 
1966 every single item, except one, that a householder uses has gone up jin price. 
How can you tell me that advertising and coupons cut down the price to the 
consumer, when every one of those items—the peas, the beans and all the 
rest—have gone up in price? How can you tell me that the advertising and 


coupons make for savings for the consumer? 


Mr. EAGEN: This increase in price, of course, is not entirely due to advertis- 


ing. We have shown that our costs have increased. 


Mrs. MacInnis: But a few minutes ago you told me that advertising was one 


of the costs. 


Mr. EAGEN: Yes. 


Mrs. MacInnis: If you increase your costs, including advertising, do you not 
increase the cost to the consumer? I am an ordinary consumer, and to me this 


statement sounds logical. It may be lyrical to say you have made savings and 
everything else, but your balance sheet shows that you have raised prices as a 


result of all these gimmicks and advertising. 


Mr. ANDERSON: It shows that we have increased prices, but it also shows that 


our prices have increased less than the consumer price index. It shows that our 


prices have increased less than the general costs. Other costs have gone up, but 
we have advertised less, and— 

Mrs. MacInnis: I will leave it at that, but I will ask you whether you have 
ever had a campaign among the women to find out whether they would prefer a 


_cents-off policy, or whether they would be willing to pay just as much if they 
knew they could get a price that did not vary all the time—a price that did not 


fluctuate with cents off and on. In other words, do the women want competition, 
or do they want goods at a regular price that is predictable? Have you ever tried 


to find that out? 


i 


Mr. ANDERSON: I have not been here a long time, but I do not believe we do 
this in Canada. Do you know, Mr. Eagen? 
Mr. EAGEN: No. 
Mrs. MacInnis: I have only a few more questions. On page 11 you say: 
The building of the market by means of advertising and other 
promotional devices makes price reductions possible for large firms. 


Advertising makes price reductions possible, according to your brief, or accord- 
ing to Professor Borden, whom you quote? 

Mr. ANDERSON: Yes. 

Mrs. MacINnNIs: Does it make price reductions actual? 

Mr. ANDERSON: I think it makes them possible in this regard, that prices 


have not increased by as much as they would have increased. I think we are 


talking here about what they might have been. 
25159—3 


1276 JOINT COMMITTEE 


Mrs. MAcINNIS: Your own balance sheet shows that you have not in the past 
five years passed those things on to the consumer; it was possible but not 
actually done? 

Mr. ANDERSON: I think we have passed a great deal on to the consumer, 
because we have had the franchise, the new equipment, the new methods of 
doing things, and particularly the new research which makes this possible today. 

Mrs. MAcINNIS: But you are claiming that those things make savings for the 
consumer possible, and yet these things are going up in proportion. 

Mr. ANDERSON: We say they are not going up in proportion. 

Mrs. MacInnis: Another thing, on page 4, where you say, “In 1964, our net 
profit amounted to only one-tenth of one cent per can.”’ 

Mr. ANDERSON: That is right. 

Mrs. MAcINNIs: That does not mean anything to me unless I know how many 
cans there are. 

Mr. ANDERSON: That is true. That would be on an average size. 

Mrs. MAcINNIS: How many cans would you have in 1964? 

Mr. ANDERSON: I don’t know the figure, I do not have it with me, but it 
would be an average. 

Co-Chairman Senator CROLL: Can you not estimate the number of cans you 
use in a year? 

Mr. ANDERSON: I wouldn’t want to guess. I cannot figure that quickly, but we 
do have the figure. 

Co-Chairman Senator CROLL: Will you see that the figure is sent in? 

Mr. ANDERSON: I will, sir. 

Mrs. MacINNIs: At the bottom of page 5 you give the cost per ton of your 
produce. What percentage of it comes from your own growing and how much 
goes to farmers? 

Mr. ANDERSON: Well, I would have to say that this would relate to the 
number of acres. I don’t know, I would have to divide it back. 

Mrs. MaAcINNIs: How do you relate that to what you say on page 11, which 
says: 

This research, so vital and necessary in Canada, makes possible not 
only better food, but more return to the farmer 


If you look at the bottom of page 5 you will see that the actual cost per ton 
of these things in 1966 was down for two out of the three items. 


Mr. ANDERSON: That is right. These figures are delivered costs. 
Mrs. MacInnis: I see. Now, looking at page 2, you say: 


At Green Giant we recognize that a corporation has basic responsibil- 
ity to three groups—its consuming public, its employees, and its stock- 
holders. In order to discharge its responsibilities properly, a company 
must generate adequate profits. Therefore, we recognize the primary 
purpose of Green Giant of Canada Limited to be the making of profit over 
the long term, consistent with being a good corporate citizen. 


Mr. ANDERSON: That is right. 


Mrs. MacInnis: I want to ask you this. Is it possible for your company, or 
for that matter any other company, to satisfy all three, that is, the consuming 
public, the employees and the stockholders; or do you have to make a decision in 


favour of a third one, that is, satisfying the stockholders in order to stay in 
business? 


Mr. ANDERSON: No; I would say that we strive to do all three. This is our 
corporate policy. It is written down. 
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Mrs. MAcINNIs: Can you do all three? 

Mr. ANDERSON: This is our goal. We certainly do. 

Co-Chairman Senator CROLL: Senator Inman? 

Senator INMAN: Mr. Chairman, Mrs. MacInnis did cover some of the 


questions I was going to ask. Mr. Anderson, do you put your own labels on tins, 
or do you send them to a company who has a franchise to do that? 


Mr. ANDERSON: No. ; 

Senator INMAN: I believe I do know that one company charges a cent for 
putting labels on the tins. 

Mr. ANDERSON: We put our own on all of them. 

Senator INMAN: You put them all on? 

Mr. ANDERSON: Yes. 

Senator INMAN: So you do not have to pay a cent per tin? 

Mr. ANDERSON: That would be terrible. 

Senator INMAN: Going back to this matter of giving away things, do you feel 


that these give away promotions do increase the volume of your business to a 
great extent? 


Mr. ANDERSON: Yes, we do. We believe in it. There is no cost of this item that 
I do not look at with very jealous eyes. We certainly think this is an asset. 

Senator INMAN: You spoke about the tins on the shelves and that if your 
competitors wrote the price down you would also have to do so. 

Mr. ANDERSON: Oh, yes. 

Senator INMAN: Where do you get your money. Does that also come from 
your budget to take care of such instances? 

Mr. ANDERSON: Yes, this would come out of our goal. 

Senator INMAN: In order to price your goods? | 

Mr. ANDERSON: Yes. We are always aware this can happen. In a business 
which is so competitive as this it does happen. 

Co-Chairman Senator CrotLt: May I ask a question following from an 
answer you made to Senator Inman? You said to Senator Inman that you felt 
that advertising was justified, that it brought more business to you. You had a 
bad year in 1964? 

Mr. ANDERSON: Yes. 

Co-Chairman Senator CROLL: Why did you not increase your advertising 
commitment for that year to try to recoup some business? 

Mr. ANDERSON: I wasn’t here then. But I guess the decision would have had 
to be that there just was not that much money. We were down in a pretty bad 
position. 

Co-Chairman Senator CROLL: Were any of the other gentlemen here at that 
time? 

Mr. EAGEN: Are you referring to 1964? I mentioned before, Mr. Chairman, 
that 1963 and 1964 were years of large packs for us. If you look at Exhibit A 
under “Sales allowances’”’, you will see that we did increase our expenditures in 
that year. The reason is that we set up an advertising budget based on expected 
pack, but to get immediate results and to try to move the pack within the pack 
year we raised promotional sales allowance dollars, so although the advertising 
as such did not increase we did use the additional promotion in that year. 

Co-Chairman Senator CROLL: Yes, but you see 1963 was not such a hot year 
either. 

Mr. ANDERSON: No, it was not. 
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Co-Chairman Senator CROLL: You spent more in 1961 and 1962. 1961 wasa 
fair year, 1962 was a little better. The advertising did not change in those years 
to amount to anything. 1963 was a bad year, almost half of what you made in 
1962. You cut your advertising budget in 1963 and the profit was cut in half. You 
did not raise it at that time. 1964 was a very bad year, and it was raised a little 
bit, but nothing comparable to what you might expect from advertising results. 
How do you explain that? 

Mr. UriE: Mr. Chairman, to assist in the answer to that question, perhaps 
you should make reference to the additional exhibit. 

Mr. EacGen: Exhibit A, is what I was referring to. 

Mr. Uris: I refer to Exhibit B. In order to determine what actually was 
spent, do not only look at advertising, you must look at all these various items, 
and you will find that in 1966 the total of price promotion, co-operative 
merchandising, media advertising, marketing expense, came to 9.5 per cent of 
gross sales. In 1965 those four items amounted to 8.7 per cent; in 1964 11.1 per 
cent; in 1963 11.1 per cent; in 1962 10.6 per cent; and in 1961 19.9 per cent. Does 
that not indicate that your emphasis as between promotional devices and 
advertising varies from year to year? 

Mr. EAGEN: Yes. That is why I said our advertising budget which is set at the 
first of the year remained somewhat static, because you cannot get immediate 
results from a nationally advertised program. 

Co-Chairman Senator CROLL: Senator McDonald? 

Senator McDona.tp (Moosomin): Under ‘Price Promotion” there is an 
increase to 471 in 1963 compared with 265 in 1962. This was a reduction of the 
wholesale price to the retailer, I presume? 

Mr. EAGEN: Primarily that would be correct. This would be off invoice 
allowances and promotions of that kind. 

Senator McDona.p: Is any of that passed on to the consumer by the 
retailer? 

Mr. EAGEN: Yes, it would be passed on. I do not know what the percentage 
< 

Senator McDONALD: It would be a proportion? 

Mr. EAGEN: Yes. 

Senator McDONALD: This is an increase in general advertising with a 
reduction in price to the consumer? 

Mr. EAGEN: That is correct. 


Senator INMAN: I am interested in anything that would bring down the 
price to the consumer. How do you grade the peas? Have you three brands, such 
as fancy, choice and standard? 


Mr. EAGEN: There are three Government standards—fancy, top grade; 
choice, and standard. 


Senator InmAN: Could you tell me what the differences in the prices are? I 
have not been shopping for a while. 


Mr. EAGEN: Did you say prices? Is it the difference in the price or the 
difference in the grade? 

Senator InMAN: The difference in price between the grades. 

Mr. EAGEN: I am sorry, I have with me only the fancy prices. I do not have 
the comparative prices for choice and standard. Primarily, we are packers of 
fancy quality grade and this is where most of our business lies. 

Senator InMaNn: In fancy? 

Mr. EAGEN: In fancy. 
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Senator InMAN: What do you do with the others? You must have a lot of 
them? 

Mr. EaGEN: The choice or standard—we have small quantities of them. We 
have not, other than in the corn area, established a brand franchise where the 
product will be sold through the year. Usually with the small quantities 
available, we will pay a promotional allowance to try and move it out at one 
time. 

Senator INMAN: I was wondering if a woman going shopping, with a family, 
would have a choice, and if there would be much difference in the price of the 
can, as to whether she would buy a fancy can or some other—-would it be two or 
three cents more than the choice grade? 

Mr. EAGEN: You are talking about retail prices? 

Senator INMAN: Yes, from the shelf. 

Mr. EAGEN: Do not commit me here, as I am not sure of the price; but I 
would say there would be two to three cents, possibly two cents difference per 
can. 

Senator INMAN: Thank you, that is all. 

Senator McGRAND: On page 14, you mention that the cost of labour went up 
40 per cent from 1961 to 1966. What percentage of the increased cost of your 
product would that be responsible for? How would you relate this increased cost 
in wages to productivity? 

Mr. Farrow: That would be very difficult to do, sir, because over a period of 
six years you make many changes in production methods within a plant. It 
would be very difficult to relate it. There is no question that the productivity has 
increased. What the percentage would be I do not think we could say. 

Senator McGRAND: Would you say that the increase of 40 per cent in the cost 
of labour would contribute to the end price of your product? 


Mr. Farrow: Yes. How much, I do not know. 

Senator McGranp: It would be difficult to determine how much? 

Mr. FARROW: Yes. 

Senator McGranp: I wonder does productivity outpace the rise in the cost of 
labour, or does the cost of labour outpace the rise in productivity? 

Mr. Farrow: I have not got the numbers here. This would be just my own 
view. I would think the increase in wages has outpaced the productivity, 
actually, in our particular situation. There is a limit to, say, how fast you can 
husk corn or process peas. You are limited physically by the equipment. 

Senator McGranp: On this land that you rent, do you hire the work done or 
is part of it done by a contract? 

Mr. FaARROow: Part of it is done by our own regular personnel all the year 
round. 

Senator McGRAND: On wages? 

Mr. FARROow: Yes. 

Senator McGranp: And that goes into that 40 per cent? 

Mr. FARROW: Yes. 

Mr. UriE: Senator McGrand asked and received an answer to one of the 
questions I had. In regard to co-operative merchandising, under Exhibit B, what 
does it include? 

Mr. EAGEN: Co-operative advertising would be the dollars that we set up on 
a per case basis for purchase of promotional activity at retail store level. 

Mr. UrIE: All right. Then you must have various plans, or a plan which you 
submit to the retailers for this purpose, or is it negotiated individually? 
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Mr. EAGEN: We set up a basis of 10 cents per case shipped of our national 
advertised lines. 

Mr. URIE: Set aside for? 

Mr. EAGEN: It is almost like a banking system. We set up the co-operative 
allowance. Most of your retail chains in groups have a price for various types of 
promotional arrangement which you can purchase from them. We purchase the 
co-operative advertising arrangement within a budget development of 10 cents a 
case. Let me make it clear that this 10 cents goes on fancy lines, which means the 
Green Giant line, plus the Blue and Gold brand. 

Mr. Urite: And on your other quality? 

Mr. EAGEN: We do not have a co-op on choice or standard. 

Mr. UrtE: So the price is fixed, the dollars which you spend are within the 
10 cents a case; but the amount that you expend at any individual store is set 
from store to store, is that right? 

Mr. EAGEN: That is correct. 

Mr. UrIE: Now, when is that negotiated? From store to store? From time to 
time, or is that over a period? 

Mr. EaGen: Both. In some areas we will set up a program on a yearly basis. 
This is to our advantage because we can pick better dates, pay weekends or 
holidays. In other areas we will arrange it on an individual basis at the time. 

Mr. Uris: Is that with the stores or with the head office of separate chains? 
Does it vary from store to store within the chain? 

Mr. EAGEN: Primarily with the head office. There are a few exceptions to 
that. 

Mr. URIE: Where are the exceptions? 

Mr. Eacen: If there are some large independents who purchase from a 
wholesaler who does not have a co-operative advertising arrangement, we will 
contract an in-store arrangement with him on the 10 cents a case basis. 

Mr. URIE: With the voluntary chains, such as I.G.A. by way of example, do 
you set that up, for example, in this area with Loeb Limited, or would you set it 
up with the independent retailer? 

Mr. EAGEN: We set up the co-operative contract with the individual 
branches of the M. Loeb Corporation. 


Mr. Urig: That is what I wished to know. As to the actual display of 
advertising material in use, I assume it is subject to your approval before it is 
used, or do you have any control? 

Mr. Eacen: When you buy the package promotion that I am talking about, it 
is spelled out as to what you do receive within the package. 

Mr. URIE: One of your competitors furnished us with their particular 
merchandising plans for filing in the record. Do you have any similar plan or a 
plan which could be filed within the record, or sets of schemes? 

Mr. EAGEN: Yes, we have two things. It is the philosophy of our company to 

e ethical with all our customers. To do this, we have an announced plan, so that 
everyone is aware that there is 10 cents a case available for co-operative 
advertising to them. This is written out. We follow this, in setting up an 
arrangement, with an advertising contract and I believe, Mr. Urie, it is the co-op 
contract you have in mind and I will be glad to submit copies of a contract to you. 

Mr. URIE: What is the other one? You mentioned two? 


Mr. EAGEN: Some chains for example ask us to confirm at the start of the 


year that co-operative promotion is still in effect, which we do. This is not 
general. 
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Mr. URigE: How do you distinguish between co-operative merchandising of 
that nature which you describe, and the dealer helps and consumer promotion, 
under marketing expenses, on Exhibit B? 

Mr. EAGEN: Consumer promotion would be the type that we have discussed 
before, where there would be coupons or premiums involved. It would be in that 
order. Dealer helps would be point of sale material. We might have some special 
in-store material which we would supply to the stores. That is a very minor 
thing. 

Mr. URIE: On price promotion, Exhibit B, what does that include? It is a 
very large item, $406,000 last year. 

Mr. EAGEN: Price promotion, primarily, is a promotion based on a case 
allowance for a sale to a buyer. I think a good example of this would be an 
off-invoice allowance. That would be the best type of example. 

Mr. URIE: Do you have any facilities for determining whether off-invoice 
allowances and cash discounts, perhaps not so much the latter, together with the 
other devices you use which result in savings to the retailer, do in fact result in 
roughly similar savings to the ultimate consumer? 

Mr. EAGEN: We have no proof, Mr. Urie, of a percentage, let us say. We do 
know that in buying promotional arrangements allowances are usually reflected 
in reduced retail prices on aisle displays or shelf displays of the product, which 
would be to the advantage of the consumer. 

Mr. URiE: I presume you subscribe to the various pricing services, or to a 
retail pricing service of some kind. I believe you said that earlier. 

Mr. EAGEN: Yes. 

Mr. URIE: Examination of those retail pricing services would divulge to you 
whether or not in fact these savings have been passed on, would it not? 

Mr. EAGEN: They would. 

Mr. URIE: From your analysis of the pricing services, are you able to state 
whether they have been? 

Mr. EAGEN: May I correct that and say that they would, if the service is 
correct. 

Co-Chairman Senator CroLt: Why do you buy it, if it is not correct? 

Mr. EAGEN: We are assuming that it is correct. I am saying that there could 
be a possibility of it not being correct. We think it is correct and that we 
could find out from this. 

Mr. URIE: There is no reason to believe it is not correct. 

Mr. EAGEN: That is correct. 

Mr. UrtE: If it is correct, then, what have your investigations disclosed with 
respect to the prices after you have made certain deals with the retailers? 

Mr. EaGEN: Mr. Urie, we do not really use the pricing service to police the 
Passing on of allowances. I believe this is the point of your question. 

Mr. URIE: That is the point of it. 

Mr. EAGEN: We do this more through our own sales department. When we 
sign a co-operative advertising contract with an advertiser we require that 
Particular sales office to actually make a check, an in-store check, to see that we 
are getting the promotion for which we are paying. Before an invoice is paid for 
co-operative advertising we require confirmation from our own sales department 
that in fact we did get the promotion arranged for. 

Mr. URIE: Your objective in that regard is not to determine prices but to 
determine that you are getting value for your money. However, at the same 
time, do you ascertain that the savings have been passed on? 
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Mr. EAGEN: We ask if there was a price reduction other than the regular 
shelf price, so we do ascertain that. 

Mr. URIE: I see. Thank you. 

Co-Chairman Mr. Basrorp: May I ask a supplementary question. If you 
have this policing policy, as you call it, it must mean that you believe that some 
people would not give you the value you expect. 

Mr. Eacren: That is a leading question, Mr. Basford. I think it is just good 
business. If we are going to spend advertising dollars, we want to see that we get 
our money’s worth. If we buy a page in Chatelaine magazine, for example, we 
want to have proof of the ad before we pay for it. It is not that we do not trust 
these people, but we do want proof. If we buy advertising at the store level, we 
want proof there as well. 

Co-Chairman Mr. Basrorp: Have you ever found that you did not get 
value? 

Mr. EaGEN: We have found on occasion that we did not receive the 
promotional support to which we felt we were entitled. In such cases, and 
they are very few and far between, there is usually some misunderstanding and 
we simply go back to the advertisers and point this out to them. They have been 
very co-operative in making up for this sort of thing. In other words, they will 
re-run a promotion, if we feel and can prove that the promotion did not live up 
to obligations in the first instance. 


Senator O’LEARY (Antigonish-Guysborough): I just want to go back briefly, 
Mr. Anderson, to this matter of semantics. Where do sales commissions, field 
sales, salaries and expenses appear in Exhibit A? I’ presume that it would be 
under distribution expenses. They do not appear, but where are sales commis- 
sions, field sales, salaries and expenses included? 

Mr. ANDERSON: In line four, sir, brokerage and field sales expenses, on 
Exhibit A. 

Senator O’LEARY (Antigonish-Guysborough): Going on to Exhibit B, con- 
cerning your marketing expenses, you give a definition in brackets there. 

Mr. ANDERSON: Yes. 

Senator O’LEARY (Antigonish-Guysborough): What is in that “‘ete’’? 

Mr. ANDERSON: In marketing expenses? 

Senator O’LEARY (Antigonish-Guysborough): Yes. ‘Dealer helps consumer 
promotion, etc.’ What is included in that ‘‘ete’’? 

Mr. ANDERSON: I believe Mr. Eagen touched on this formerly. 


Senator O’LEaRY (Antigonish-Guysborough): I am sorry if I missed that, 
but I would ask him to repeat it. 


Mr. ANDERSON: That is fine. Mr. Eagen? 

Mr. EAGEN: Actually, this is a catch-all, Senator O’Leary. Let us say we buy 
a special in-store Christmas display piece; rather than spell it out here, we have 
used this expression. That is the type of advertising which goes into this. 

Senator O’LEARY (Antigonish-Guysborough): I am just going to conclude, 
then, by saying that, strictly speaking, that marketing item is a promotional item 


included as a portion of marketing expenses. It is a promotional outlet. It is not a 
matter of semantics at all. 


Mr. ANDERSON: I guess that is fair. 

Senator McDonatp: I wonder if we could turn to Exhibit D for a moment. 
Mr. ANDERSON: Yes. 

Senator McDoNaLp: I am interested in the tin or metal that you use in a can 


of beans. Is it a different metal from that which you use for a can of corn or a 
can of peas? 


Mr. ANDERSON: Yes, it is. 
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Senator McDona np: Is this because of some chemical reaction with beans? 

Mr. ANDERSON: Yes. I think Mr. Farrow can help you more there. He is 
equipped technically. But that is right sir, it is a different type of tin plate. 

Senator McDonatp: I just wanted to know if this was the case.’ I do not 
require any further evidence because it would not mean anything to me anyway. 

I wonder if we could turn to shipping cartons now. 

Mr. ANDERSON: Yes. 

Senator McDona.p: From whom did you buy your shipping cartons in 1966? 

Mr. ANDERSON: From Hygrade Containers Limited. 

Mr. Farrow: From Hygrade Containers Limited, Canadian International 
Paper. 

Senator McDona.p: Is that the same company from whom you purchased 
your cartons in 1961? 

Mr. FARRow: Yes, sir, it is. 

Senator McDonaLp: Would 24 cans of 14-ounce peas weigh the same as 24 
cans of 14-ounce beans? 

Mr. ANDERSON: I do not think they would weigh exactly the same, sir. I do 
not have the shipping weights with me, but they would not be exactly the same. 
They would be approximately the same. 

senator McDonaLp: What I am getting at is that in 1961 the shipping 
container for 24 12-ounce cans of corn cost $84.98, and for 24 14-ounce cans it 
cost $88.97. In other words, it cost $4 a thousand in round figures more for the 
containers for 14-ounce cans than it did for 12-ounce cans. In 1966 you have the 
reverse situation. The containers for 14-ounce cans are $4 less than the contain- 
ers for 12-ounce cans. Why should this be so? 

Mr. ANDERSON: Sir, I would have to go to the specific invoice and see 
actually the strength and weight of the carton and so forth. There have been 
some changes over the years in the type of cartoning provided. 

Senator McDonatp: Let us go back again to 1961. Look at the four figures, 
$90, $85, $89 and $83.50 in round figures. There is quite a spread from the top to 
the bottom. Then, if you go to the same figures for 1966, there is very little 
variation. 

It looks to me as if the carton companies have simply levelled their prices 
and are charging the same price for all sizes, whether the costs have gone up or 
down for different weights. Is this a possibility? 

Mr. ANDERSON: I could not answer this, sir. Actually, I just do not know. 

Senator McDonatp: I suppose I have the wrong witness. 

Mr. ANDERSON: Yes. I wish we knew more about their business, but we do 
not, sir. 

Senator McDonaLp: You said earlier that your company was going into the 
manufacture of cans and cartons. Is that right? 

Mr. ANDERSON: Not cartons, sir, just cans. 

Senator McDona Lp: It looks to me as though you might do well to get into 
the carton business also. 

Mr. ANDERSON: You have a point there. 

Mr. WHELAN: You export more corn than anything else, I believe, and I was 
wondering if you had to have heavier cases for exporting corn. 

Mr. Farrow: May I answer that question? That was true in the beginning, 
Mr. Whelan. When we first started out we were advised to have a certain weight 
of carton in order to get our products to England in proper shape. Subsequent 
experience proved that this was not so. In reality, we could use the same carton 
that we use in Canada. 
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Co-Chairman Mr. Basrorp: Mr. Eagen, earlier you gave us a breakdown of 
the different types of retail outlets in Canada. Roughly what percentage of your 
sales went to the 1,050 corporate chains? 


Mr. ANDERSON: I do not have a figure on that, sir. Actually, I could not even 
guess. 

Co-Chairman Mr. Basrorp: You do not know that either, Mr. Eagen? 

Mr. Eacen: I don’t have a breakdown on that, Mr. Basford. 

Co-Chairman Mr. BASForD: But surely you are able to guess. 

Mr. EAGEN: I would prefer not to guess. I would prefer to give you the 
figures. 

Mr. JoyAu: But if these figures are 46 per cent of the volume, would it not 
follow that the sales would be 46 per cent? 

Mr. Eacen: I would say our percentage of sales would be higher, but I 
would not want to make a guess at this stage. 

Co-Chairman Mr. BAsrorp: What percentage would it be of the 7,410 
voluntary chains? . 

Mr. EaGcENn: I could not give you that breakdown either. We will give you a 
complete breakdown as soon as we possibly can. 

Co-Chairman Mr. BASrorp: What percentage of the volume discount that 
you pay out is paid out to the 22,000 independents? 

Mr. EAGEN: That is the same answer because it is based on the dollar sales. 

Co-Chairman Mr. BAsrorp: Might I take it that it would be very little? 

Mr. EAGEN: It would be in the same proportion as our sales. When we give 
you the one, we will be able to give you the other. 

Co-Chairman Mr. BAsForp: Are the independents able to take advantage of 
the volume discounts? 

Mr. EAGEN: Yes, we have an open policy from $5,000 of sales upwards. From 
there on up it is on a graduated scale and everyone from that figure up receives 
volume discounis. P 


Co-Chairman Mr. BAsrorp: But I doubt if independents are able to make 
use of the volume discounts. 


Mr. EAGEN: It goes back to the point made earlier that a good number of 
them become part of a voluntary group and they therefore pool their purchases. 

Co-Chairman Mr. BaAsrorp: They would be included in all your other 
voluntary chains, wouldn’t they? 


Mr. EAGEN: These people who are part of voluntary chains have their 
purchases pooled. 

Co-Chairman Mr. Basrorp: But there are 22,000 outlets that are not part of 
voluntary chains, according to the figures you gave us. 

Mr. EAGEN: That is correct, but they are retail stores, and we do not sell 
directly to retailers. We sell to the wholesaler who supplies them and he would 
receive this amount. 

Co-Chairman Mr. BasrorpD: Now with regard to the co-operative merchan- 
dising allowance of 10 cents per case, I imagine the 1,050 corporate chains take 
full advantage of this. 

Mr. EAGEN: For the most part that is correct. 


Co-Chairman Mr. Basrorp: So that at the end of your year there is little in 
the corporate chain accounts—very little credit balance left for promotional 
activities? 

Mr. EAGEN: That is correct. 
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Co-Chairman Mr. BasrorD: What is the situation with regard to voluntary 
chains? 

Mr. EAGEN: It would apply there also. 

Co-Chairman Mr. BAsrorp: How do the 22,000 independents participate in 
the allowance for promotional activities? 

Mr. Eacen: The co-op dollars follow the goods and therefore these are made 
available. We are talking now about the 22,000 retail stores, and we do not sell 
directly to them. But the co-op dollars are made available to the direct buyer 
who would be the wholesaler for use in connection with his independents. As I 
pointed out before, in some cases of larger volume retail outlets, we will deal 
directly with the retail outlets writing a co-op contract, and the dollars are paid 
to the retail outlet and deducted from the amount available to the wholesaler. 

Co-Chairman Mr. Basrorp: As I see the situation you will make a large sale 
to Dominion Stores or Loblaw’s or Safeway or Steinberg’s which will immediate- 
ly make available to them on a 10-cents-per-case basis a large co-operative 
account. I don’t see how, in spite of how you set things up in your books, that is 
available to the independent retailer. 

Mr. Eacen: It is available to the independent retailer through the wholesa- 
ler. This 10 cents per case is on performance only. These dollars are available to 
the wholesaler for use with his independents on the same basis of 10 cents per 
case. 

Co-Chairman Mr. Basrorpb: To what extent is it used? 


Mr. EAGEN: I would say it is used extensively. I would not say it is used as 
well or as thoroughly as for chain stores or co-operative groups. 

Co-Chairman Mr. Basrorp: That is to say that you have at the end of the 
year in your total co-operative accounts a credit in your favour due to the 
portion unused by the small wholesale accounts? 

Mr. EAGEN: Yes, our policy on co-op is that it must be used within the fiscal 
year. It is not carried over from year to year. Within the policy we have a slight 
variation; if the contract is submitted and signed before the fiscal year ends we 
will permit performance in the following month, if the dollars are available, but 
it is not carried from year to year. 

Co-Chairman Mr. Basrorp: Would it be true to say that the co-operative 
allowances work to the greatest advantage of the corporate chains? 

Mr. EaAGen: I would say it works—let me put it another way—I would say it 
is available on an equal basis to all retail stores who will perform and areina 
position to perform. 

Co-Chairman Mr. Basrorp: I know it is available to al] because section 33B 
of the Combines Investigation Act makes it mandatory that it be available. But 
your evidence was that it isn’t used as much, and the conclusion to be drawn is 
that it is of greatest advantage to corporate chains in spite of the fact that the 
law and your practice makes it available to everyone. 

Mr. EAGEN: It is available to everyone. 

Co-Chairman Mr. Basrorp: But in spite of the fact it is available to 
everyone, it works to the advantage of the corporate chains who are able to take 
advantage of the amount while the small purchaser is not able to do that. 

Mr. EaGEN: Well, the smaller purchaser is able to take advantage of it, but it 
does not follow that he does. 

Senator O’LEARY (Antigonish-Guysborough): May I ask a supplementary 
question? Do you have any policy whereby your field salesman attempts to sell 
to the retailer on a drop shipment basis on invoice by the wholesaler? I am 
speaking now of the fairly large independent. 
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Mr. EacEn: No, we do not have a drop shipping policy. I would say no. 

Co-Chairman Mr. BasrorpD: To what extent are dealer helps available to the 
independent grocer? 

Mr. Eacen: I would say that dealer helps are just as available to the 
independent grocer as to the corporate chain stores. I qualify this by saying that 
it is used more at the independent level than it is otherwise. Chain stores as a 
rule prefer not to use help supplied by a manufacturer and therefore the dealer 
help is primarily used in the independent area. 

Co-Chairman Mr. BAsrorp: Now in Exhibit B, for 1966 co-operative mer- 
chandising—are you able to break down that figure of $237,000 as between what 
is being allowed to co-operate chains, voluntary chains and independents? I 
am not asking what has been allowed, but what has been taken advantage of. 

Mr. Eacen: Our records do not differentiate between the type of outlet, 
whether a co-op chain or voluntary chain or independent; but from the records 
we could glean the division in answer to your question. In other words, we do 
not have it broken out this way, but it could be. 

Mr. ANDERSON: It would be quite a job. 

Co-Chairman Mr. BASFoRD: I would appreciate it, if it is not too much effort. 

Mr. EAcEN: It is a rather large job. We have to go through each one of these, 
and it would take some time; it is a big job, but it can be done. 

Co-Chairman Mr. BasrorpD: I am sorry, senator, for taking so long; but, Mr. 
Anderson, of the $230,000 spent on merchandising—these are actual expendi- 
tures, are they not? 

Mr. EAGEN: Yes. 

Co-Chairman Mr. Basrorp:—What for that year would have been budgeted 
for that item? That is to say, you have to stand ready to pay 10 cents per case on 
all cases sold? 

Mr. EAGEN: Yes. 

Co-Chairman Mr. BAsForp: How many cases did you sell, in effect? 

Mr. Eacen: When we set up our advertising budget—for example, 
we would do that within the next month or so—it is based on our 
forecast sales during 1967-68. On this basis we would set up a co-op budget 
based upon our forecast sales. The amount spent could vary on the degree our 
actual sales vary that year from our forecast of sales. Does that answer your 
question? 

Co-Chairman Mr. Basrorp: Yes, but I have a few more. If you had had to 
pay the co-op on each case sold in 1966, what would have been the co-operative 
merchandising figure? 

Mr. EaGEN: Mr. Basford, I will depend upon memory here, and this will vary 
by year. I think our co-op expenditures against the actual developed is about 9.8 
cents. 

Co-Chairman Mr. Basrorp: What do you mean by “‘actual developed”? 

Mr. EAGEN: I thought this was the sense of your question. 

Co-Chairman Mr. BAsFrorp: I just do not understand your terminology. 

Mr. EAGEN: I thought what you were getting at was we do not spend all the 
co-op dollars developed. My answer is we probably spend about 9.8 cents of the 
10 cents per case developed. This the other 0.2 percent you mentioned we would 
not spend. 


Co-Chairman Mr. Basrorp: Just to make myself clear, if you sell a thousand 
cases, then you have $100 available for the co-op? 
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Mr. EAGEN: Right, and the history of our expenditures would probably be 
$98 of that spent out of $100 developed. I again point out I am going by memory, 
but I think that is correct. 

Co-Chairman Mr. BAsrorp: How do the wholesalers take advantage of the 
co-operative advertising? 

Mr. EaGeN: The wholesalers would take advantage of the co-operative 
advertising by our making dollars available to them for in-store merchandising 
by the retail outlets they serve. Again, I would like to reiterate this is not an 
off-invoice allowance: the wholesaler does not himself get the co-op dollars; they 
are made available to him asa merchandising tool. 

Co-Chairman Mr. Basrorp: But I go into the corner grocer and I see your 
products on the shelf. He might end up the year only buying two cases of beans. 

Mr. EAGEN: I hope more than that. 

Co-Chairman Mr. Basrorp: But I see nowhere where he gets any advantage 
out of the allowance for co-operative advertising. 

Mr. ANDERSON: If this independent store will build a display, for example— 

Co-Chairman Mr. BAsrorp: I do not see any displays in corner grocers. 

Mr. EAGEN: Yes, we do get co-operation at that level, for example, in the 
area of handbills, that type of thing, he will be paid for. 

Co-Chairman Mr. BAsrorD: That would be made available to him through— 

Mr. EAGEN: Through the wholesaler. 

Co-Chairman Mr. Basrorp: I thought they were dealer helps rather than 
co-operative merchandising. 

Mr. EAGEN: No, that is part of our co-operative. Dealer helps would be in 
store sales material—large cut-outs of the giant, for example, banners on 
Overhead wires. 

Co-Chairman Mr. Basrorp: Your figure, from memory, is 98 per cent of 
your co-operative merchandising allowance is taken up? 

Mr. EAGEN: That is correct. 

Co-Chairman Senator CROLL: You say on page 2: 

We suggest that more complete information on these new product 
lines can be supplied by those companies that have had longer experience 
in these areas of the food industry. 


What companies have you reference to?—because we are new in this 
business? 

Mr. ANDERSON: I guess Heinz certainly is in; Canadian Canners are in on all 
these; I would have to say Libby’s, for a broad line; Stokely, Van Camp for some 
of these—they have bean and juice, I believe, and tomatoes—maybe they just 
have the peeled tomatoes. 

Co-Chairman Senator CroLuL: Are these the four leading ones? Are there 
any you have forgotten? 

Mr. ANDERSON: Who have I forgotten? I guess that would be about it, sir. 

Co-Chairman Senator CROLL: I am speaking of the chains. What is their 
normal turnover of your goods? 

Mr. ANDERSON: Do you have a comment on that, Mr. Eagen? 

Mr. Eacen: Of course, we are really not an expert in that area. 

Co-Chairman Senator CroLL: Nobody is an expert; we are all amateurs. 

Mr. Eacen: I would also qualify this by saying it depends on the area. 
For example, we will ship larger loads to western Canada. One major eastern 
chain will call in weekly orders, and I would think most of our other buyers, 
eastern chains, buy on a two-week basis. 
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Co-Chairman Senator CROLL: The evidence we have had here is that on 
some items 30 or 40 times a year, but on the average at least once a month. 


Mr. Eacen: I would think the turnover of chains on our major items would 
be higher than that. 

Co-Chairman Senator CroLL: Would be...? 

Mr. EaceNn: More than once a month. 

Co-Chairman Senator CROLL: If he buys goods today how much time has he 
to pay for them? 

Mr. EAGEN: 15 days. 

Co- Chairman Senator CROLL: So by the time that he pays for the goods he 
has sold them? 

Mr. EacEn: If he is a good operator. 

Co-Chairman Senator CROLL: Is that normal in the business? 

Mr. Eacen: Do you mean the allowance? 

Co-Chairman Senator CrRoLL: No. What I am saying is, and what I have said 
was, he buys a thousand dollars worth of goods and has to pay in 15 days. By the 
time he has to pay he has already sold the goods and does not have to do any 
advancing or borrowing from the bank, but he is living on your money. Have 
you ever thought of it that way, or is that a bad way to think of it? 

Mr. ANDERSON: We do not know whether he does it or not. 

Co-Chairman Senator CROLL: In the normal course of business, is that what 
happens? 

Mr. ANDERSON: I suppose this would occur. 

Co-Chairman Senator CROLL: You just said he turns over twice a month; 
that is 14 days. You are billing for payment in 15 days. It just follows, as my 
co-chairman says, the logic is the chains have the money in their pocket and pay 
you before they get your bill. 

Mr. ANDERSON: That could be. 

Co-Chairman Senator CROLL: No, but is it? 

Mr. ANDERSON: I really do not know their business, but it certainly could be. 

Mr. WHELAN: It is “cash and carry’: somebody else carries the chain, the 
consumer in the process with the primary producers. 

Co-Chairman Senator CROLL: Has anyone any other questions? 

Mr. WHELAN: I have two other questions I want to ask. Why does not Green 
Giant buy farm land and own themselves, rather than just rent it? 

Mr. ANDERSON: I think it would take a very large investment. We are really 
in the processing business rather than the land investment business. 

Mr. WHELAN: That is what we would hope, namely, that you are in the 
processing business. If you fired all your sales staff and promotional staff, and all 
the other people involved in this, how many people would be involved? 

Mr. ANDERSON: Are you referring to our sales staff? 

Mr. WHELAN: Yes, all over Canada. 

Mr. ANDERSON: How many salesmen do we have? 

Mr. EAGEN: I am hoping your comments, Mr. Whelan, will not find their way 
to our head office. We have 55 salesmen across Canada. We are actually small in 
this area. 

Mr. WHELAN: Then, I have a supplementary question. For how long do you 
think you would operate if you did fire all your sales people? One of the ideas I 
am getting from these committee hearings is that we are against promotion and 
advertising. I do not want you to get the idea that I, for one, am against sales and 
promotion, because I know this builds volume, and volume creates employment 
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and everything else. I hope we are not getting across the idea to the processors 
or manufacturers that come here that we are against legitimate sales promotion. 

Co-Chairman Senator CrRoLL: Mr. Whelan, in all the sittings we have had 
you are the first to suggest that. I have never heard it from anyone else. 

Mr. WHELAN: What is that? 

Co-Chairman Senator CROLL: That anybody here is opposed to sales promo- 
tion or advertising. All we are trying to do is get the facts in order to be able to 
reach some conclusion. I have never heard such an expression as that you made 
just now. 

Mr. WHELAN: Maybe I put it in a rather crude form, not knowing the 
exact words to use. But, I have the feeling that we are against promotional 
programs and gimmicks. 

Co-Chairman Senator CROLL: No, you are against them. Nobody else is. We 
are examining them to see what they mean, because we are not experts. 

Co-Chairman Mr. Basrorp: Senator, your remark also should not be 
construed in the sense of our being in favour of it, either. 

Mr. WHELAN: Mr. Anderson this afternoon we are to hear a witness, Mr. 
Fullerton, who has proposed in newspaper articles that there be a tax on 
advertising, or, in lieu of a tax, that companies be restricted from deducting 
advertising expenses for purposes of income tax. This idea was expressed in an 
article published in the Toronto Daily Star on October 17. Are you familiar with 
these proposals? 

Mr. ANDERSON: No, I have not read the article, sir. I did hear this morning, I 
believe, as we were coming over that there was such an article, but I have never 
read it. 

Mr. WHALEN: What would be your reaction to the disallowance of advertis- 
ing expenses as a deduction? 

Mr. ANDERSON: I am opposed to that. I think it would be a step in the wrong 
direction. 

Mr. WHELAN: If there were a tax on advertising, what would you do? Would 
you put your money into other types of promotion? Do you think it would reduce 
the cost to the consumer? 

Mr. ANDERSON: No, I do not, not in the long run. I think the history of the 
world almost proves this. I believe that for 150 years people much better 
informed than I have debated this thing. You can get reams of Opinions, and I 
personally—this is a personal opinion—think it would be wrong. 

Mr. WHELAN: When you say “wrong” do you mean— 

Mr. ANDERSON: I do not think it would help. I think these foods are a 
bargain. I think that food, taking its price as a percentage of income in the free 
world, is a bargain, and this has been demonstrated. 

Mr. WHELAN: You have not made any real study of it? 

Mr. ANDERSON: No, sir, Iam no authority here. 

Co-Chairman Senator CRroLL: Mr. Basford asked you about that coO-opera- 
tive merchandising item of $237,000 for 1966, and you said it would be difficult to 
obtain the information. You could get that for us for the chains and the 
voluntary chains, could you not? That would not be very hard, would it? 

Mr. EaGEN: No. 


Co-Chairman Senator CROLL: They will get us those figures. If there are no 
further questions I will say, as did Mr. Whelan, that Mr. Fullerton will be here 
at 3 o’clock to speak on advertising. We have had a great deal of discussion on 
this topic, and he has some views that we ought to hear, and they will enable us 
_ to make up our minds without being influenced by Mr. Whelan. You have some 
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answers to supply us Mr. Anderson, and we would appreciate it if you will 
furnish them to us as soon as possible. 

Mr. ANDERSON: Yes. 

Co-Chairman Senator CroLtit: Thank you for coming down, and being so 
frank and open, and giving us the information you have. We appreciate it very 
much. 

Mr. WHELAN: Mr. Chairman, before we adjourn, may I say that I know the 
Green Giant company and all the other processors in the area. The consuming 
public can be really sure that they are getting quality products. I say that 
because I grow them, and I know how careful they are in buying them, and I 
know of all the work they do on them before they are put in the can. If anyone 
has an opportunity to visit those plants in that area then they should do so, and 
they will then have a better idea of what goes into the quality pack and the 
fancy pack. One question that was asked implied that there was a lot of second 
grade quality, and asked what was done with it. I would like to say that if you 
saw what the processors do you would realize that very little of it ever gets to 
the stage of being second quality. 


Co-Chairman Senator CROLL: I should point out to our witnesses, and to the 
Senate members of the committee, that Mr. Whelan is the member of parliament 
for this area. 


Mr. WHELAN: No, on a point of privilege Mr. Chairman, Paul Martin is. 
Co-Chairman Senator CROLL: Well, you speak for them, anyway. 
The Committee adjourned. 
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EXHIBIT “A” 


GREEN GIANT OF CANADA LIMITED 


CoMPARATIVE EARNINGS STATEMENT 
Fiscal Years Ending March 31 — All figures in Thousands 
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EXHIBIT “B” : 
GREEN GIANT OF CANADA LIMITED 


SCHEDULE OF ALLOWANCES 
Schedule of Advertising and Promotion 
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Markenmes Fixrpense yc eveiae nnn obs Cok otra km 80 91 100 53 64 4] 
(Dealer Helps and Consumer Promotion, 
eric 2” oe Bare ey. . Pe Rass be ee cae ee 0.7% 0.9% 1.2% 0.6% 0.9% 0.6% 
TWO RER DN sce anh gk iets on ee Oe ee 625 a2 495 458 49] 415 
AER TORS AMG cca Aa een o4 eee seeks 5.7% 5.5% 6.1% 5.4% 6.8% 6.1% 


November 8, 1966. 


EXHIBIT “C” 


GREEN GIANT OF CANADA LIMITED 
Raw PrRopucr Costs PpER Ton—1961-66 Pack YEARS 


1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 
Peas 
Delivered to Plant: Cost.cisck ss donee a 164.96 155.76 174.10 143.22 132.40 178.04 
Snap Beans 
Delivered to Plant Cost... ...6...0cesasus 104. 64 110.04 136.26 86.80 111.50 98.54 
Corn 


Delivered to Plant Cost ..nicecc& scan bes 28.38 26.80 28.90 28.34 31.10 31.26 
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EXHIBIT “D” 


GREEN GIANT OF CANADA LIMITED 


CoNnTAINER Costs 
(Cost per Thousand) 


% Change 
1966 vs 
. 1961 1962 1963 1964 1965 1966 1961 
$ $ $ $ $ $ $ 
Cans and Covers 
BOWS 40 fe ( PEAS) see sscicocnd Soares 32.82 Bo.02, BIE 34.05 34.75 35.45 + 8% 
St SU COOL te teste eee 33.46 33.79 STAY, 34. 51 HS 35. 94 + 7% 
DUO 407 (Corny 7 aii. 22. 32.82 33.32 got3e 34.05 34.75 35.45 + 8% 
o00 Xe 407, f Beahs) noteurm ox 32.97 34.59 34.59 aovoe Bhebo 39.55 +20% 
Shipping Cartons 
24/14. 67) Reagui ih. hoe Rs 90.35 88.54 91.20 91.20 91.20 93.91 + 4% 
BN IE A OTWE «sisi oh « bhcs.c.e 84.98 87.88 90.58 90.58 90.58 94,24 +11% 
arb OZ Core. sh Petts beet 88.97 84.46 87.02 87.02 87.02 90. 54 + 2% 
B4/14 o2/Béans Ue iwessiiv i. 83.60 84.46 86.97 86.97 86.97 93.81 +12% 


Nore: Cans and covers are invoice price less 5% volume discount. Shipping cartons are less 5% off 
invoice carload quantity discount. 


Figures on shipping cartons do not reflect 5% increase which became effective October 1, 1966. 


25159—41 
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Upon resuming at 3 p.m. 


Co-Chairman Senator CROLL: I call the meeting to order. We have with us 
this afternoon Mr. D. H. Fullerton, President of Fullerton, Mackenzie and 
Associates, a firm of investment consultants. Mr. Fullerton is the author of the 
book, The Bond Market in Canada, and of numerous articles in newspapers and 
periodicals. He has written for my favourite bible, the Toronto Star, and the not 
so favourite Canadian Banker. Mr. Fullerton graduated from McGill University 
in 1939 with a masters degree. He was with the armed forces for five years, 
following which he was with the Civil Service in the Department of Finance. 

Mr. Fullerton has some views on ape oe and the bond market which we 
thought we should hear. 


D. H. Fullerton, President, Fullerton, Mackenzie and Associates: Mr. Chairman, 
my remarks today are related to two aspects of the problem of rising consumer 
prices. The first is the effect of inflation upon the capital market, and the de- 
rived effect of tightness in the capital market upon consumers. The second 
point relates to a column I wrote recently proposing a tax on advertising as an 
anti-inflationary measure. On both counts I propose to be brief. 

My first comment concerns the impact of inflation on the capital market and 
its consequences. Recently I wrote an article for the October issue of Canadian 
Business entitled “Is the Bond Market in Jeopardy?’’ Copies of this are avail- 
able and have been passed around to you. 


(See Exhibit “A’’) 


My essential point was this: the investor in long-term bonds is prepared to 
accept a moderate increase in prices annually, say one to 2 per cent, provided 
that he receives an adequate interest return. However, bond buyers will not be 
prepared to accept inflation of the order of four to five per cent per annum for 
long. As a result of price rises of the past year or two, there is a growing malaise 
and reluctance on the part of investors to buy long-term bonds, threatening the 
very existence of our capital market. 

This lessening of investor confidence in such bonds is due essentially to two 
things: 

1. The steady fall in the purchasing power of money; 
2. The effects of monetary policy to counteract inflation. 


You are all aware of what falling prices do to an investor who buys 
long-term bonds. Their capital value falls as inflation goes on. 

You are perhaps not quite so conscious of the fact that monetary policy 
designed to slow down inflation also damages the bond investor’s assets. It does 
this by pushing up interest rates and this, in turn, means falling prices for 
outstanding bond issues. 

For the consumer, tighter money and rising interest rates raise costs in a 
variety of ways. He must pay more interest on the mortgage of a house he buys; 
he must pay higher property taxes because municipalities are required to pay 
higher bond interest rates on new debt. He has to pay higher interest charges on 
the money he borrows to finance the goods he buys on credit. Costs of goods rise 
because manufacturers’ and retailers’ interest costs are up. Thus, while the 
effects of tighter money may be to slow down inflationary pressure, they exact 
their own price from the consumer. 

My second point concerns the proposed tax on advertising which appeared 
in my column in the Toronto Star on October 17, and copies of which are also 
available. 

(See Exhibit “B”) 


First, let me say that I have no special claim to expertise in the tax field, 
although I did spend six years in the Department of Finance. I suggested that an 
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advertising tax in a time of inflation be considered largely because it seemed like 
an interesting idea for discussion. I must say I was somewhat startled to find 
myself designated last week as “Enemy No. 1” in the eyes of the Canadian 
advertising profession, but if that is the price for putting forward implied 
criticism of the world of the advertisers, I must pay it, I presume. 

All of us will accept the premise that people buy goods and services to a 
large degree because of advertising. But if one accepts the fact that advertising 
works, it must also be acknowledged that at times it works too well. When 
inflation threatens—and particularly inflation of the demand-pull variety—then 
surely the more successful advertising is in persuading consumers to consume, 
the greater the pressure on available supplies and on prices. And, as we all 
know, most advertising is directed at persuading people to consume—not to save! 

One may therefore compare advertising in an inflationary period to throw- 
ing gasoline on a fire that is already burning briskly. How successful do you 
think the authorities would have been in holding North American prices down in 
World War II—and they were fairly successful—if advertising for consumer 
goods had not been greatly curtailed, and much of the efforts of advertisers 
switched to promoting savings? It is true an advertising tax was not used to 
accomplish this diversion, but the object was achieved by the wide recognition 
of the obvious needs of the time, backed by government edict, moral suasion and 
rationing of paper. 

I must admit that there are a number of problems associated with a tax on 
advertising. Not least is that it would tend to reduce the income of the 
communications media, including newspapers, magazines and television, and the 
tax proposal is consequently unlikely to obtain much support from them. The 
full impact of any tax would of course tend to be spread among the media, the 
advertisers, and the agencies. Not surprisingly, the advertising profession will 
tend to base its attack on the proposed tax as an effort to curtail freedom of the 
press! If they cannot wrap themselves in the flag, or praise motherhood, they fall 
back on the freedom of the press! | 

One officer of the Canadian Association of Broadcasters is quoted as saying, 
in commenting on the proposed tax: 


..-it would pull a black curtain over the white light of full and free 
information that is the flower of democracy. ... The free expression of 
all shades of opinion is made possible only through advertising revenue. 
This alone guarantees impartial information, diversity of opinion, full and 
fair disclosure of fact. 


My own feeling and I admit it is a personal one, is that the growing 
dictatorship of the communications media by the advertisers—as I suspect is now 
the case—could be just as devastating to our culture and to our freedom as the 
feared assistance to the media from government. 

It can certainly be argued fairly that an advertising tax is a blunt 
instrument that does not differentiate between essential and non-essential, and 
between the encouragement of consumption and that of savings. We have the 
further problem of our proximity with the United States. Can we tax advertising 
if the Americans do not? It might also be desirable to distinguish between two 
kinds of advertising. The first group might be designated as that which carries 
Specific and detailed information to the consumer, for example, want ads, mail 
order catalogues, retail store advertising. The second group, which appears to me 

to merit taxing much more than the first group, is product advertising of the 
brand name variety—cigarettes, corn flakes, drugs, patent medicines, cosmetics, 
and so on. It might be difficult to differentiate between the two types, but I think 
that it would be worth the effort if a tax is to be applied. 

Although I would not want to push the analogy too far, I think the 
difference between the two forms of advertising may be similar to that between 
Current and capital expenditures. Retail stores convey price information to 
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potential customers, a legitimate and proper selling cost—the cost of operations. 
Brand name advertising builds up consumer demand with little information— 
and often plenty of propaganda—in the message. As such, it might well be 
regarded as capital expenditure, not deductible for tax purposes but depreciable. 

Another way of approaching it might be to apply the tax to advertising by 
manufacturers only. I would include in that their payments to any foreign parent 
companies or to Canadian retailers for shared-cost advertising campaigns. 

I bring these problems up without attempting to answer them in this 
summary. However, I am firmly of the view that, although exemptions will be 
required, the principle appears to be a valid one—that advertising has an 
inflationary impact and anything which reduces this impact is sound anti-infla- 
tionary policy. In this connection I would like to quote remarks made last week 
in Rome by the Governor of the Bank of Canada, when he referred to some 
apparent inadequacies of monetary and fiscal policy in containing inflation. Mr. 
Rasminsky said: 

_..a basic assumption on which monetary policy, as well as fiscal and 
other policies directed towards affecting the level of aggregate demand, 
depends is that if total demand is not excessive, competition in the 
economy will ensure that reasonable price stability is maintained. If 
competitive forces cannot be relied upon to ensure that technical progress 
in production is reflected in the pricing policy of corporations and to keep 
income demands within reasonable bounds, that is, within the bounds of 
what the economy can really provide in the form of goods and services at 
reasonably stable prices, clearly some workable supplementary measures 
must be found. These supplementary arrangements cannot be a substitute 
for over-all policies which keep the increase in aggregate monetary 
demand within the real capacity of the economy to expand. But the 
experience of many countries suggests that monetary and fiscal policies 
need to be supported by some technique which mobilizes the force of 
public opinion behind non-inflationary behaviour by those who are ina 
position to deploy strong market power. 


I suggest that a tax on advertising, during an inflationary period—and I 
emphasize this—would be a good and workable supplementary measure of the 
kind described by Mr. Rasminsky. 


Mr. ALLMAND: Regarding the effectiveness of your proposal with regard to 
advertising, I do not ask this because I am necessarily against your proposal but 
because it is anew thing and some questions come to my mind. If we pay the tax, 
such as you suggest on advertising or put controls on it, sales promotion might 
appear in some other form which may be more expensive and still may do just 
as much to promote demand in an inflationary period. I will give examples of 
such things. 

I notice that, in your article in the Toronto Star, you say you would like to 
see a fairly comprehensive definition, and you even include public relations 
departments. I had intended to ask you about the point that if you control 
advertising this would appear in public relations. However, there are some other 
things. 

In some of the professions right now, advertising as such is banned. Lawyers 
are not allowed to advertise, by their own rule. However, they promote 
themselves in other ways—they have expenses for putting their men in clubs, 
they have entertainment budgets, they advertise through the slick use of their 
letterhead and the writing of letters; and by getting some of their partners into 
politics, perhaps. 


Senator CROLL: To ask questions in a committee such as this. 
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Mr. ALLMAND: They do promote themselves in other ways. They are allowed 
to put their cards, in Quebec, anyway, in legal publications but they cannot 
advertise as such. It comes out in another way. 

In Quebec, for instance, there are limitations on advertising of beer and 
alcoholic liquor but you can organize groups and be invited to breweries and be 
given beer free in rooms and dined and wined, and so forth. There are other 
things which can be done. 

Someone here told us they sent sales representatives into hospitals so that 
they could meet the mothers as soon as their children were born. It seems to me 
that a lot of other things would just take the place of sales promotion. It may be 
that I am wrong. By controls on advertising we may get a big sales attack. 
People may start to sell things as they do life insurance, by personal contact with 
individuals, or as the Singer Sewing Machine does, by having Singer centres 
where they meet the public, by using packaging and in other ways. I am 
wondering if you have looked into this possibility? 

Mr. FULLERTON: That certainly is a valid criticism of the plan. It would tend 
to drive advertising under the table, you might say. After spending some further 
time thinking about this scheme, my impression is that the big target has to be 
brand name advertising. You slow that down and you slow down the buying 
incentives that keep our inflationary pot boiling. Clearly, the tax cannot be 
comprehensive, it has got to be limited in scope. 

I put that point in my Toronto Star piece and I thought about it afterwards. 
I have concluded that you cannot actually give a broad and comprehensive 
definition of advertising and public relations—it spreads out completely across 
all business. Therefore, I would say that by restricting it to brand name 
advertising, your main goals would be achieved. 


Mr. ALLMAND: Have you made these proposals to the Carter Commission on 
Taxation? 


Mr. FULLERTON: No, I have not. 


Mr. ALLMAND: Do you know if something like this is done in other 
countries? 


Mr. FULLERTON: No, I don’t, my impression is that it has been talked about 
in principle. The principle of taxing advertising generally has been talked about 
but I have never seen or heard of it being proposed as an anti-inflationary 
measure. 

Mr. ALLMAND: There is another thing which comes to my mind immediately. 
All advertising is through some media—either magazine, newspaper, radio, 
television. It would seem to me that if you are going to curtail advertising we 
will pay more for newspapers. If they cannot get revenue through advertising, 
probably the charge will be ten cents for newspapers, 90 cents for magazines and 
pay as you go for television and radio. Right now we are paying for these things 
indirectly. We are paying for television by buying soap and Kellogg’s cornflakes, 
and we will just be paying for them in another way. 

Mr. FULLERTON: I was told by a friend in the Star that if this tax comes in 
they will cut my fee for writing the column, for instance. That is obviously a 
consequence of an advertising tax. It would cut down the income of media to 
some extent. 1 expect it would be to a comparatively small extent, but the 
purpose is to slow our economy down. 


Co-Chairman Senator CroLL: How do you slow the economy down? Most 
advertising is arranged for and placed a year in advance. How do they know 
whether we are going to have an inflationary tendency at that time or not. Many 
things that we have here in the way of advertising and that we dealt with was 
contracted for a year in advance, anyway. How do you deal with that? 


Mr. FULLERTON: Did Mr. Gordon, at the time the sales tax on the construc- 
tion industry was slapped on, make an allowance for the fact that construction is 
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planned sometimes five years in advance? Taxes are taxes and they usually come 
without notice. If your plans are made and the tax is applied, you will either pay 
the tax or cut back on your program. 


Co-Chairman Senator CROLL: What tax did you have in mind, what 
percentage? 


Mr. FULLERTON: You mean, 5 per cent or 20 per cent? 
Co-Chairman Senator CROLL: Yes? 

Mr. FULLERTON: No, I do not have any amount in mind. 
Co-Chairman Senator CROLL: What is spent in advertising? 

Mr. FULLERTON: $800 million per annum, in Canada. 
Co-Chairman Senator CROLL: The total, in the various media? 
Mr. FULLERTON: That is what I am told. 

Co-Chairman Senator CROLL: You have no figure in mind at all? 
Mr. FULLERTON: No, I have not. 

Mr. Joyau: You had one in your article in the Star? 

Mr. FULLERTON: I had a nominal figure. 

Co-Chairman Senator CROLL: What was it? 

Mr. JOYAL: 20 per cent. 

Mr. FuLuLERTON: “Say 20 per cent.’? I had no planned tax at all. 


Co-Chairman Mr. Basrorp: I take it that this proposal is strictly put 
forward as an anti-inflationary measure. Would not an increase in the personal 
income tax accomplish the same purpose? 


Mr. FULLERTON: No. 

Co-Chairman Mr. BAsForp: Not that Iam possibly suggesting that. 

Mr. FULLERTON: All taxes are anti-inflationary. All I am saying is that 
advertising is similar to gasoline that is being thrown on an inflationary fire, and 
being so flammable it does merit consideration as a possible tax, among the 
whole spectrum of possible taxes. 

Co-Chairman Mr. BAsrorp: I take it, it is based on the sentence: 


All of us will accept the premise that people buy goods and services 
to a large degree because of advertising. 


Which I take it is another way of saying that advertising increases consumption? 

Mr. FULLERTON: That is right. 

Co-Chairman Mr. BASForpb: I do not know that I am prepared to accept that 
statement. I was looking for some material here that I have not found. Is not 
most of the function of advertising today simply to get people to change from 
one product to another? 

Mr. FULLERTON: I suppose so. 

Co-Chairman Mr. BAsrorp: It has not in fact increased consumption. 


Mr. FULLERTON: Well, my opinion is that it does increase consumption. I buy 
the arguments of my advertising friends, who say all the time that it builds 
markets for them. I suspect that our total consumption goes up because of 
advertising. 


Now, some brand name advertising is certainly of a Peter or Paul variety, 
but the totality of it is to step up expenditures. 


Co-Chairman Mr. Basrorp: I will see if I ean find what I was looking for 
and then come back again. 


Mrs. MACcINNIs: I have just two or three questions I would like to ask, Mr. 
Chairman. The other night in the house I made a similar proposal in connection 
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with food, and I am interested in finding out what would be the scope of 
advertising as you would be thinking of it. How wide would you go? 

Mr. FULLERTON: My own second thoughts, after putting out my first piece, 
are that you probably ought to concentrate your tax on brand name manufactur- 
ers’ advertising. That (indicating the picture of an ad) is the kind of advertising 
Iam talking about. 

Mrs. MacInnis: By any media? 

Mr. FULLERTON: T.V., radio, magazines. 


Mrs. MacInnis: The second thing I wanted to know was whether it is only 
the cost factor that you would be seeking to control, because you said something 
a little while ago to the effect that there would be an objection raised on the 
basis that it would be interfering with the freedom of the press. However, you 
said that you thought there were other types of danger to be feared from adver- 
tising, and that that should be controlled. Would you enlarge on that? 

Mr. FULLERTON: That is perhaps a bit off my main pitch. I suggest that the 
tax ought to be thought of as an anti-inflationary measure, but my own personal 
views on advertising are rather strong. They are based on the feeling that much 
of it is morally offensive, is dangerous to our society, corrupts and even kills. For 
instance, some child will die because of this ad. (Indicating a cigarette ad.) He 
will die of lung cancer or through heart disease or emphysema. 

Co-Chairman Senator CROLL: He might just die, as most of us will. That is 
all. 

Mr. FULLERTON: All right. He might just die, but he will probably die a little 
sooner. However, that again is apart from my main proposal. 

Mrs. MacInnis: I have just one last question. You think it would help to 
keep down the prices of retail goods to the consumer, for instance, foods and 
other things; it would help to keep prices down or lower prices by putting a tax 
on advertising. 

Mr. FULLERTON: Yes. My feeling is that it would have a rather profound 
effect upon the price of food and drugs. Perhaps I might give you an example of 
the kind of thing I am talking about, if I may bring this up. The Kellogg 
Company in the United States is a big and powerful company which practically 
controls the breakfast food industry. I have an article in Forbes Magazine, an 
American business magazine, which describes the Kellogg’s sales pitch to the 
“kids”. It says: 

Take one aging Olympic star with bulging muscles and a fixed smile. 
Add a whisky-voiced nightclub comedian with a nose others would pay 
through the nose to get fixed. Throw in a happy-go-lucky bear with a 
pork pie hat and a dancing scarecrow. Top them all off with a wily little 
sea captain, as salty as the Spanish Main. And what have you got? 


Cereals salesmen... 

They are a very expensive group of pitchmen... 

These supersalesmen are worth every cent they cost. For the profits 
on cereals are enormous. The ingredients that go into a box of cereal 
selling for 37 cents cost only a few cents. A top-selling brand can net as 
much as 20 per cent after all the expenses of making and marketing it, 
including the TV commercials. Not surprisingly, Kellogg, whose business 
is almost entirely in dry cereal, last year earned a solid 22.6 per cent on its 
stockholders’ money, netting $35.3 million on sales of $366 million. 


I could go on but the story is the same: it is a splendid stock to buy! 
Co-Chairman Senator CROLL: What effect would a tax have on advertising? 
Do you think that there would be less money spend on advertising? 
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Mr. FULLERTON: Well, my own impression is that the total money spent cum 
tax would go up, but the total minus tax would fall somewhat. It would end up 
with a compromise. There would be some net drop in the volume of space, but 
there would be some total expenditure rise, with the tax making up the 
difference. 

However, that is only my impression. I cannot document it. It is impossible 
to prove any of these things. 

Co-Chairman Senator CROLL: I realize that. It seems to us here from the 
evidence that we have heard that, so long as there is an opportunity to sell the 
goods and there is the opportunity for the market, they are prepared to spend 
any amount necessary for that market, and it will not make any difference what 
tax is put on—any more than it made any difference putting on an 11 per cent 
building tax. Houses still go up regardless of that tax and people are still 
prepared to pay for those houses. 

Do you think a tax will lessen the cost to any extent? 


Mr. FULLERTON: My impression is that taxes of all kinds tend to slow 
expenditures down somewhat. Perhaps it is only marginally; perhaps it is a lot. I 
cannot estimate this, really. 

Co-Chairman Senator CROLL: Just before you came up here, I made a note 
from my recollection of what is going on today that those who spend a high 
amount on advertising tend to earn profits higher than those who do not 
undertake high expenditures on advertising. That has been our history here, at 
any rate. 

Mr. FULLERTON: Advertising works. 


Co-Chairman Senator CROLL: Yes, but, if the object of a tax is to lessen the 
size of profits, is the tax going to stop them from advertising? 

Mr. FULLERTON: My only answer is that it is bound to have some effect 
towards slowing it down a bit. Perhaps a lot. It all depends upon the product, the 
media and so on. 

Mr. McCutTcHEon: Mr. Fullerton, I enjoy reading your articles, sir, and I 
enjoyed this one in the Toronto Daily Star. I would just like to quote one 
sentence from it, and I believe you will know to what I am referring: “Favours 
private spending over more desirable collective social wants.” 

Now, you have stated that you feel that this advertising tax would have the 
effect of being anti-inflationary. I submit to you, sir, that what you are saying is 
that we should have a socialistic control over our economy, lock, stock and 
barrel. 

Mr. FULLERTON: No. 


Mr. McCurtcueon: Is this not true, on the basis of what I have quoted to 
you? 

Mr. FULLERTON: Let me perhaps go back. Where, in this article, is the part 
that you just quoted? 

Mr. McCutTcHEon: It is in the first column, the third paragraph. 


Mr. FULLERTON: My point is that our society is spending millions on 
cigarette publicity and not much on selling the advantages of medicare. This is 
my point. 

Mr. McCutcHeon: Mr. Fulllerton, this brings me right back to the point 
again. We are in a private enterprise economy, and these people advertise to 
make money; so your opinion here is completely at odds with that. 

Mr. FULLERTON: My point is very clear, and quite explicit, that profits 
conflict at times with maximizing social benefits in our society. Our society is a 
free enterprise economy, and conflicts are occurring all the time in this field. You 
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are absolutely correct. Profits cannot be our only goal in our society, or what 
kind of a society do we get? 


Mr. McCuTrcHEon: I grant you 100 per cent that this is abundantly true. 
However, legislation, and it does not matter what legislation is brought out, the 
rule that the Government must try to adopt is legislation that will hurt the least 
people. I submit to you, and I agree with you that we are on an advertising 
binge in this country, but I have to be sold a little more on this tax. 


Mr. FULLERTON: So do I. I am bringing it up as an idea. The purpose of it is 
to talk about it. 


Co-Chairman Senator CROLL: We in Parliament are good at that. 


Mr. FULLERTON: In thinking of applying taxes on things or on people the tax 
structure is really based on moral principles, practically straight down the line. 
We can tax that cigar you are smoking because people think that smoking is bad, 
and we can tax drinking because people think drinking is bad. We can bring in a 
progressive income tax because the rich deserve to be taxed. We can apply 
customs taxes because foreign goods are bad for us. There is a constant moral 
imperative that undelies our tax structure; and I am saying, and perhaps this is 
the point that Mrs. MacInnis raised, that some of our advertising is bad—it is bad 
for us, bad for our society and bad for our culture, and therefore possibly on 
those grounds it merits taxes. My objective, though, is not to make my case on 
that fairly solid ground. Personally I put it on the broader basis that a tax on 
advertising in an inflationary period tends to slow down the pressure on 
consumers to buy and consequently it is good. 


Mr. MCCUTCHEON: We are both on the same side, we both like to see prices 
come down. Our methods may differ a little. 


Co-Chairman Senator CROLL: Senator Carter? 


Senator CARTER: I think it is very clear, as Mr. Fullerton points out, that if 
we could find some means of curtailing advertising, special kinds of advertising, 
we could kill two birds with one stone. We would decrease consumer demand 
and reduce the cost of production. However, if we should try to do it by means of 
a tax, I think it would be self-defeating, because certain companies must 
advertise to live. If they don’t advertise they go out of business. For instance, 
baby food has a very small range on the market, and the manufacturers must 
continually keep their product before the young parent. But is there not some 
way of achieving this by means of an incentive instead of by a tax? A tax would 
be self-defeating, because if people sell for less their profit is less, and you have 
to make it up with tax somewhere else. If you do not collect from corporations 
by means of corporation tax, you have to collect from income. Have you ever 
thought about an incentive, some means of incentive to encourage a reduction in 
advertising during inflationary periods? 

Mr. FULLERTON: My impression is that a tax is a kind of incentive in reverse. 
It is the question of the carrot and the stick, and there is some difficulty in 
imagining the kind of carrot you need as an incentive. Perhaps it is possible, I 
am not saying it is not. 

Senator CARTER: But if there were some means of devising a rebate, a 
percentage reduction for a number of points in advertising in certain varieties, 
would that not have the same effect without the disadvantages of the tax? 

Mr. FULLERTON: You mean to subsidize manufacturers for abstaining from 
advertising? 

Senator CARTER: Yes. You would not be creating all the problems that an 
advertising tax would do. We have learned from our questions here that firms 
experiment, and later on they come up with a package, the right mix, and very 
orten they are able to reduce their advertising, and it seems to me that that 
would achieve the same results. 
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Mr. McCutcueEon: I think perhaps what you are suggesting, Senator Carter, 
is something like the American program of the soil bank, where something is 
taken out and not put back. 


Senator CARTER: It didn’t work very well. 


Mr. McCutTcHEon: If it does not work any better than that, I suggest we 
should not spend any more time on it. 


Co-Chairman Senator CROLL: Mr. Prittie? 


Mr. PrittTie: Mr. Chairman, I became interested when Mr. McCutcheon 
seemed to think Mr. Fullerton was advancing socialistic ideas. Being an invest- 
ment consultant, he is not likely to do that. I suggest that that has been said a 
good many times in recent years. This is precisely what Galbraith said in The 
Affluent Society, and I do not think there is anything particularly socialistic 
about advocating that sort of thing, which would bring about the satisfaction 
that the public wants. It is a common idea, and I think many of us accept it here. 

I do not know whether this is a question or not, but I will pose it as a 
question. You are suggesting a tax on certain kinds of advertising as an anti- 
inflationary measure to reduce the cost, and that that would have certain side 
effects that might achieve the other effect that was mentioned here, that reve- 
nues would then be available for public purposes? 

Mr. FULLERTON: Yes, so that tax revenue would be available for social 
purposes. 


Mr. PRITTIE: Let us take another example you used, that of cigarette 
advertising. That might also be applied to automobiles, with all the sales ap- 
paratus that is used, at enormous expense, in relation to what is spent on roads. 


Mr. FULLERTON: That is certainly in the back of my mind, but I have tried to 
keep it out of the front of my mind in this present case in that I think there are 
two basic points involved here. First of all, the tax on advertising is an anti- 
inflationary device and secondly, a tax on certain advertising may be desirable 
because it is bad for our society. There is a spill-over clearly between the two. 

Mr. Joya: I take it from your basic premise, Mr. Fullerton, that what 
advertising does is create a greater demand-pull on prices? 

Mr. FULLERTON: Yes. 


Mr. JoyAL: But what of the effect on prices in the cost push? 


Mr. FULLERTON: You can stir up all kinds of arguments among economists 
about the difference between a demand-pull inflation and a cost-push, but both 
of them end up in the same place, with more cash around than there are goods 
and services available to buy. In fact, you cannot differentiate beaween them 
all that much. Inflation is inflation, whether it comes from an over-expansion 
of money supply being passed out into the spending stream or else from salaries 
and wages going up and thereby shoving up the cost of products. I think the 
tax should be applicable in both cases. 


Mr. JOYAL: You are only suggesting that all a restriction in advertising by a 
tax policy would do is to lessen the demand-pull? 


Mr. FULLERTON: Yes. 


' Mr. J OYAL: Would it not have the contrary effect, however, in the industry 
in which this committee is mostly concerned, that of food, of creating a higher 


unit-cost and therefore not resulting, as far as the consumer is concerned, in any 
advantage on prices? 


Mr. FULLERTON: Some prices might climb, some might fall, but the amount 


of the gain in prices would be much smaller than the Government’s tax receipts 
from it. So the public in fact does gain. 


Mr. JOYA: I take it from the example you quoted about cigarette advertis- 
ing and the other example about breakfast food, that you do not like that 
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industry of advertising, I gather. You said as much “I do not like this advertising 
because it distorts their value, it is not performing a useful social function”. 


Mr. FULLERTON: Some of it. 


Mr. JOYAL: You mentioned breakfast food, that this distorts our social 
functions. The figures were brought to this committee—supposing you take 
breakfast food as the particular whipping boy in the advertising scheme—the 
total advertising cost given to us was $50 million a year whereas the total food 
bill was $2 billion a year. You are talking about one element that represents 
one-half of one per cent of our consuming food dollar. 


Mr. FULLERTON: I could talk about breakfast food, soap, perfume, going on 
down the line. Soap is possibly a better example. The price of soap is doubled 
because of advertising. I was told by Bert Loeb, whom you know and who 
appeared here, that they can package soap and place it on the counter, but if 
Tide or any other advertised product is placed beside it, at twice the price— 
it is the same product exactly—the people will buy Tide because in effect they 
have been brain washed—lavage de cerveau. 

Mr. JOYAL: Would not consumer education provide the same results? 

Mr. FULLERTON: Then you are back on the social consequences of spending. 
You can spend a million dollars on consumer education and everyone screams 
that the Government is moving into this brain washing business. But if the soap 
people spend $50 million pushing particular soap packages that is perfectly all 
right, because that is genuine free enterprise at work. As far as I am concerned, 
the whole thing is absolutely shocking. This $50 million is free enterprise at 
work, but the $1 million on consumer education would be considered as just 
damned Government waste. 

Mr. JOYAL: You have got some strong views, I can see. 

Co-Chairman Senator Crouiu: If you did not spend more than a million 
dollars on consumer education, it would be Government waste. You would have 
to spend $50 million to get education across—and it may be worth it. 

I have always been under the impression that intelligent and creative 
advertising does reduce the cost of goods. Is there a point beyond which they go? 

Mr. FULLERTON: Absolutely. 

Co-Chairman Senator CROLL: What? 

Mr, FULLERTON: Soap. Soap prices have gone up and not come down. The 
cost of manufacturing soap has become stabilized. The processes have been 
known a long time. 

Co-Chairman Senator CROLL: Really, soap is not something I can get excited 
about, except when I am dirty. It is a tiny item. Let us get into something that 
has some meaning really. 

Co-Chairman Mr. BasFrorp: Beer. 

Mr. FULLERTON: All right, you have Seagram’s V.O. or Crown Royal. That 
Stuff costs practically the same as the cheapest rye whiskey, but by advertising 
they create a market for it, they build a market. It is a capital expenditure of 
sorts, and is something the same as soap. 

Co-Chairman Senator CROLL: Except that there are not so many drinkers. 

Mr. McCutTcHEon: I can assure you that the morning after, I feel much 
better following V.O. and Crown Royal. 

Mrs. MacInnis: On the point of no return, I wonder whether Mr. Fullerton 
would comment on this point that the chairman has raised, as to where 
advertising becomes harmful or unjustifiable. Is it precisely at the point where 
manufacturers go out to create demand for a whole lot of unnecessary things? 
We hear about women being blamed for buying where there are premiums along 
a whole lot of lines. I have talked with many women and they resent their 
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children being pressured into getting them to buy stuff, because they have it 
poured on them by television. If that were not so, they would not be pressured at 
all. Would that be the place where you could draw the line? 


Mr. FULLERTON: The problem is to find the line. My impression is that there 
is a certain point of no return on standard products, and again I come back to 
soap, where the demand is built up and there is only so much soap that can be 
used. Then it becomes a case of trying to grab off an increasingly larger share of 
a static market, and the expenses pile up. They are battling each other all the 
time and the cost is paid for by the consumer. 


Mrs. MAcINNIS: Can a line be drawn? 

Mr. FULLERTON: Well, in a broad spectrum, but not a fine line. 

Co-Chairman Senator CRroLL: But, following Mrs. MacInnis’ question then, 
who is to draw the line? That is what we want to know; who is going to draw 
that line? 

Mrs. MacInnis: Mr. Fullerton, do you have any notion of where a line could 
be drawn? 


Mr. FULLERTON: I would draw that line so that on one side of it would be 
the brand name advertising of all kinds and on the other would be the 
informational advertising. However, there is bound to be a grey area. Some of 
the advertising from one side would probably spill over into the other, and vice 
versa. It would be a difficult line to draw. 


Mrs. MacInnis: Is there any place in the world where this proposal has been 
tried out? 

Mr. FULLERTON: None that I know of, but I am certain it has been talked 
about a lot. However, I cannot find any documentation on it. 


Mr. ALLMAND: Mr. Fullerton, let us consider two products which have been 
mentioned here, cigarettes and cars. All the firms today say that when they have 
a new product they need to spend a lot of advertising money in the first year in 
order to get the product off the ground. As a matter of fact, they say that a lot of 
their advertising is in that first year or two. Now, we have talked about grey 
areas and where we are going to draw the line. Suppose a national firm, through 
its research department, has come up with a cigarette that is not going to cause 
cancer, or they have come up with a car which is absolutely safe, and they want 
to promote their product, which is, after all, like a new product. What happens in 
that situation? It seems to me that you would have to say then that we will 
have to have some body which will determine when the tax will apply to this 
product and when it will not apply. 

In effect, we would be setting up a state body which would decide the 
matter. They might say, “We will let Chrysler promote their car because that is 
socially desirable, and we will let Player’s promote their cigarette. But we will 
not let another company,” for example, Ford, “promote their product, because 
that is not socially desirable.” 

Mr. FULLERTON: No. My reply is first that there are very few products of 
that kind coming onto the market. There are few important products in any 
event. In the second place, if they get a product of that kind, they would spend 
the money on advertising and then pay the tax. You cannot make that kind of 
exception. 

Mr. ALLMAND: There have been things like that, although you say there 
have not. When Chrysler opened up the field of extended warranties, they spent 
a lot of money on advertising in promoting their five-year warranty, and a lot of 
companies have followed since then. It was something they had to tell the 
customer about, and something that the customer probably wanted. 


Again, a line has to be drawn. Of course, you say that they should just pay 
the tax on a thing of that sort. 
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Mr. FULLERTON: Yes, that is right. 

Co-Chairman Senator CROLL: Does it follow that, if you spend the money for 
advertising you will get results whether you have a product or not? 

Mr. FULLERTON: Probably. Generally, you will, I would say. A good product 
or a bad product, if it is advertised enough, will sell. 

Co-Chairman Senator CroLL: Let me put it this way, then: no one has any 
more money in the tobacco business than the American Tobacco Company, and 
yet they are not number one in the field at the present time. However, no one 
spends more money than they do. 


Mr. FULLERTON: I would fire my agency, if I were that company. I would get 
somebody else. 


Co-Chairman Senator CROLL: I imagine they have fired enough agencies. 
They are still not number one. 

Mr. FULLERTON: Well— 

Co-Chairman Senator CRoLL: And that happened to Coca Cola as well. They 
are certainly in the same position. They spend enough on advertising and yet 
they are no longer number one. 

Mr. FULLERTON: Is that correct? 

Co-Chairman Senator CROLL: That is in the book. I looked it up last night. 

Co-Chairman Mr. Basrorp: There were some comments in the press on 
Friday, Mr. Fullerton, about your proposal. There was one comment from Mr. A. 
KE. Ross, Vice-President of the Association of Canadian Advertisers and Adver- 
tising Manager of Goodyear Tire and Rubber Company of Canada Limited, who, 
in sort of a “damn the torpedoes” speech, said that such a tax on advertising 
would fail to reduce the volume of Canadian advertisement. 

If I might read his whole statement, it is as follows: 

We are not going to go out of business or cut advertising if taxes are 
raised... 

Being good citizens, we would pay the advertising taxes, and being 
businessmen, we would add the expense to our cost of doing busi- 
ness...The consumer would pay in the long run and the inflation spiral 
would continue. 


That is to say, if they had to pay taxes, they would just add that to the price of 
the goods. 


Mr. FULLERTON: Well, can taxes be passed on or not? Sometimes taxes can 
be passed on; sometimes they cannot. Perhaps a tire manufacturer who cuts 
down on his advertising can bring the price of his tires down, thereby establish- 
ing the price of all tires. I mean to say that these brand products are competitive 
with each other on a price basis so that if somebody tries to add on the tax, and 
bumps his price out of line, he loses business. 


Co-Chairman Mr. Basrorp: All right. You are putting this forward as an 


anti-inflationary measure. You are putting it forward as a cyclical measure 


whereby at one time taxes will be on and at another time they will be off. 
Mr. FULLERTON: Yes. 


Co-Chairman Mr. BAsrorp: I take it your proposal is that the tax rate will 
have to be a fairly high one designed not to raise revenue, really, but to prevent 
advertising. It will be a prohibitive tax or a penalizing tax. 


Mr. FULLERTON: The proper level of the tax could only be found after study, 
and I suspect that there would be some trial and error. Maybe it is 10 per cent, 


_Maybe it is 20 per cent, perhaps it is 25 per cent. I do not know. However, you 


would experiment with it. 
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Co-Chairman Mr. Basrorp: What is the effect of the regulations that were 
passed two budgets ago with regard to advertising in American magazines? 
What has that had to do with the level of advertising, do you know? 


Mr. FULLERTON: Well, my impression is that it stepped up advertising in 
Time and Reader’s Digest, and in Weekend Magazine and similar papers and in 
some magazines in Canada, but it has definitely cut Gown on the split runs, the © 
specially tailor-made American issues for sale in Canada. 

Co-Chairman Mr. BAsForD: Has it affected total advertising budgets? 


Mr. FULLERTON: After all, it is not aimed at controlling the total, it is aimed 
at steering it towards publications in Canada. I doubt if it has cut down the total, 
but it has certainly cut the spending in the States. 

Co-Chairman Mr. Basrorp: I could not find what I was looking for when I 
was asking some questions before, but to go back to what Mrs. MacInnis was 
saying—your example about soap seemed to confirm what I was suggesting when 
you said that people could only use so much soap and the advertising was to 
determine whether people should use Lux or Oxydol. 


Mr. FULLERTON: That is true of certain products, yes. 


Co-Chairman Mr. BASFoRD: It brings into question the fact whether adver- 
tising increases consumption. | 

Mr. FULLERTON: I would say it definitely does in some static markets, or in 
ones that grow as the population grows, but I am certainly convinced that 
people who see those beer ads in the middle of the football game and have time 
enough to go out and open a bottle of beer are influenced to do so. I am 
convinced that does put up the beer consumption in Canada. 


Co-Chairman Mr. Basrorp: I have never found I needed advertising to get 
me to drink beer. 


Mr. FULLERTON: This also applies to smoking. A person lights up a cigarette 
in an advertisement and there is an instinctive reaction for people to grab one 
and light up too. 


Mr. Joyau: Weren’t people smoking before that? And people have been 
drinking wine since biblical days and there was no advertising then. 


Co-Chairman Mr. Basrorp: I presume there is no relationship between the 
two points you make in your statement, but I am rather confused. The second 
point is aimed at a tax on advertising as an anti-inflationary measure. In the first 
point it appears to me that you are arguing for an end to tight money. Have I 
oversimplified that? 


Mr. FULLERTON: There are two separate points here. The point on the capital 
market is simply a comment that inflation not only steps up consumer prices 
through increased demand, but the efforts of Government to slow inflation 
down, or the tightening of credit through the growth of capital expenditures, 
also pushes up costs. These are two entirely separate points. 

Co-Chairman Senator CROLL: Dr. McGrand. 

Senator McGRAND: This question may be rather pointless, but in discussing 
advertising let us take the following situation: Many people go to shopping 
centres and other places because they see bargains advertised for sale. If you add 
these up it will amount to a fair share of the consumer’s dollar. Is there any 
way you could compare the money saved by people in buying these articles 
that are cheap—these bargains they buy through advertising—with the money 
spent on over-advertising? Is there any way you can make a comparison? 
After all, advertising does save the consumer dollar when they are interested 
in bargains. 

During this strike against the shopping centres many housewives broke 
their pledge and went to the stores when they saw something advertised that 
was a bargain. 
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Mr. FULLERTON: Well, my approach is certainly that that type of advertising 
or the chain store ads or Eaton’s ads are the kind of services to the consumer that 
should not be taxed. The thrust of my attack is on the brand name advertising, 
and the two are not the same at all in my view. 

Co-Chairman Mr. BasrorpD: To go back to your first point, would you 
agree—most people argue that tight money is an effective anti-inflationary 
mechanism? 

Mr. FULLERTON: Yes. 

Co-Chairman Mr. Basrorp: Do I take it that point 1 questions that? 

Mr. FULLERTON: No; my purpose in bringing that up is twofold. First, tight 
money does raise prices, but I believe in it and I support it. Perhaps I ought to 
emphasize that. My second point is a broader one and that is that our capital 
market is being threatened by inflation so that the goals of the committee to 
bring prices down do not only serve to help the consumer but they also serve to 
help save our capital market. 

Co-Chairman Mr. Basrorp: I don’t quite follow you, I am sorry. There is a 
sentence in here—‘‘You are perhaps not quite so conscious of the fact that 
monetary policy designed to slow down inflation also damages the bond inves- 
tor’s assets.” 

Mr. FULLERTON: That is right. 

Co-Chairman Mr. Basrorp: If we take anti-inflationary measures then, 
which you say we should do, at the same time we are destroying the bond 
investor’s assets and, I take it, destroying the bond market. 

Mr. FULLERTON: No, the main effect of inflation on the bond market is the 
fall in the purchasing power of the bond owner’s capital. There is also a 
secondary effect. As soon as there is action taken to slow down expansion of the 
money supply, and to achieve a tightening of credit, bond prices are adversely 
affected and that is the secondary impact. The parallel is perhaps that taxes are 
designed to slow down inflation, but they step up prices too. It is part of the price 
we have to pay for trying to control inflation. 

Co-Chairman Mr. BAsrorp: Are there any ways of avoiding this? 

Mr. FULLERTON: Perhaps more taxes would mean easier money and lesser 
needs—perhaps I can put it better this way; by stepping up your taxes you may 
reduce the need for tighter money by slowing down your inflationary price 
increases. 

Co-Chairman Mr. BAsrorp: Well, I take it from that last comment that you 
would lean towards those people who have told us we have relied far too much 
on monetary policy. 


Mr. FULLERTON: That is correct. That is certainly the implication in the 
speeches of Mr. Rasminsky—both his speech in Rome and his appearance here. 

Co-Chairman Mr. Basrorp: In view of your comments on the effect on the 
bond market, as I understand it this latest government issue of bonds has been 
Overwhelmingly successful. 

Mr. FULLERTON: Those are not properly bonds. Those are Canada Savings 
Bonds, and they are much the same as a bank deposit. It does not fall into the 
category of a long-term bond. 

Mr. McCutTcHEoNn: May I ask a supplementary? 

Co-Chairman Senator CROLL: Yes. 

Mr. McCutTcHEon: I think it is by quite a long stretch of the imagination 
supplementary to what Mr. Basford was asking. 

Again, may I refer to your article, this one which was in Canadian Business, 


and I would like to read this sentence to you and get your comments: 
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One large trust company is reportedly considering raising the com- 
mon stock holdings in the pension fund portfolios it manages from 15 per 
cent to 50 per cent—in spite of the recent sharp drop in stock prices (or 
perhaps encouraged by it!) 


Mr. FULLERTON: That is right. 

Mr. McCutcHeEon: This is not a matter for this committee, but insurance 
companies and pension funds, I have been led to believe, are curtailed in the 
ratio of investment stocks in their portfolio. Do you feel that the trust 
companies, by having the ability to go to such a high percent, have an effect on 
the bond market? 


Mr. FULLERTON: This has been fell over the last couple of years in Canada to 
a sharply increasing degree. There is a steady swing from bonds to common 
stocks, and buying land under buildings instead of the buying of mortgages on 
the buildings. That form of inflation protection is going on all the time, and as a 
result our bond market has been sick, and I suspect it will be sicker. This is too 
bad—I make my bread and butter out of the bond market—but it is my view. 


Mr. McCutcHEON: Do you feel that pension funds, for example, should be 
funded by 50 per cent common stock? By doing this very thing, are we not 
leaving ourselves open to a terrible thing that happened in, say, 1929 to one of 
our life companies by this type of investment program? 

Mr. FULLERTON: Well, I do not believe so, as I cannot see what happened in 
1933 ever occurring again. I do not believe it is possible; I believe we have solved 
the problem of massive depression. The problem of our time is inflation, and 
from now on in it will be inflation; it is not bad slumps. So the person who has 
bought stocks—the person who even bought stocks in 1929, who bought a 
balanced package of stocks at that time—has gained; the person who bought 
them in 1939 has gained; the person who bought them in 1949 has gained; and 
the person who bought them in 1959 has gained—compared to buying bonds. 

Mr. McCutTcHEON: You have not answered the question. 

Mr. FULLERTON: Well, the question, as I understand it, was: Should some 
effort be made to control the proportion that the big institutional investor can 
place in common stock? And my answer is: No, because then individuals will 
stop buying insurance policies. They will start buying mutual funds, because 
there is strong pressure all the time to protect ourselves against inflation, and it 
is mounting all the time. 

Senator CarTER: To follow along the line of argument of Mr. McCutcheon, 
you go on in that same paragraph, further down, and state: 

Individuals increasingly prefer stocks and mutual funds to bonds, 
and then you say: 
although their shift is a product of the dividend tax credit and prospects 
of capital gain as much as fear of inflation. 


So inflation is not the only incentive? 
Mr. FULLERTON: No, that is quite correct. 


Senator CARTER: When you start dividing it up between these three, where 
do you fit—the incentive of the tax credit, the incentive of prospects of capital 
gain? 

Mr. FULLERTON: It is a blend of all three. It depends upon the person’s own 
fears, prospects, tax bracket, and everything else. If it is a person in an upper tax 
bracket, then the tax credit becomes a key factor. An older person, say, who is 
not bothering about inflation because he is wealthy now, to him the tax credit is 


important. For someone else, it is the fear of inflation that dominates his mind. 
You cannot generalize. 
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Senator CARTER: It is very difficult to sort it out and say, “This is because of 
inflation’’? 
Mr. FULLERTON: Exactly. 


Co-Chairman Senator CROLL: What is causing this great rush for American 
equities as against our own equities? This has happened in the last couple of 
months. 


Mr. FULLERTON: If I could turn to a column I wrote on that, I could perhaps 
summarize the points I made. First of all, there is performance. The blue chip 
stocks in Canada have done badly in the last decade compared to American 
stocks. I am speaking here of Steel of Canada, Bell Telephone, and so on. They 
have all done badly as a group. 


Co-Chairman Senator CROLL: You are not telling me anything new. Go 
ahead, talk. 


Mr. FULLERTON: The second point is the depth of activity of the market in 
the States. It is a bigger and broader market; you can trade in it better. The 
market in Canada is thin and narrow, and a person or institution that buys 
stocks is locked in. He cannot get out easily once he buys his stocks. He can in 
the States. 

The price-earnings ratios are better in the States, and that is a surprising 
fact. Canadian prices have been forced up by our own dividend tax credit. There 
is a lack of growth industries in Canada. We do not have the data processing and 
the space age industries. People are now buying growth stocks. 

Research on stocks is better in the States than it is in Canada. There is no 
question about that. People are afraid of our dollar, and are going south. There is 
a feeling that the American exchanges are regulated better than ours are. The 
Canadian stock exchanges are a blend of the ordinary stock market and the 
wild-eyed speculative type of thing. All of these things add up. 

Co-Chairman Senator CROLL: But these things have been that way ever 
since I can remember. Is there not something that will make them change and 
get people into our own equities? 

Mr. FULLERTON: My column which followed touched on that. Perhaps it 
would be easier if I passed you a copy. 

Mrs. MacInnis: I would like to bring you back to this dilemma you 
mentioned of how the bond market being the way it is, and how tight money is 
necessary, in your view, in the present inflationary situation, prices ot the 
consumer are still rising. What about that dilemma? How does one get out of it? 

Mr. FULLERTON: Well, money is tight because capital spending has gone up 
very sharply in Canada, There has been an expansion of our money supply, but 
capital expenditures have just soared. Now, to try and slow that down through 
the market processes involves some rationing of capital through rising interest 
rates. That is a penalty of inflation. It is a cost of inflation, and it cannot be 
escaped, and I do not believe it ought to be escaped. There are certain socially 
desirable capital projects that might be subsidized by special low interest rates. 
Iam thinking of housing, for instance. If the government would subsidize private 
housing by paying half the interest rate charges or something like that—well, if 
you wanted to do that, that would be one way. 

Mrs. MacInnis: Is the reason for this the fact—and this is what I am trying 
to get at—that inflation bears in different degrees on different income groups. 
In other words, obviously the most vulnerable ones are the low income groups. 
Is the way in which you attempt to get out of this dilemma the tiding over and 
helping the lot at the bottom on which inflation bears most heavily, and on which 
high prices bear most heavily? You have aroused my curiosity. You have said 
that here is a dilemma; we have tight money, and tight money is necessary, but 


we also have higher prices. Obviously, the people who get hurt the most are the: 
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ones at the bottom, the ones who have the least in the way of savings and income 
to go on with. Are you proposing we should start helping that lot, or what? 

Mr. FULLERTON: Well, inflation certainly bites differently on different in- 
come groups, but I would say that the people at the bottom sometimes may 
gain. It is not entirely as automatic as you suggest. For instance, the strongest 
lobby of all in parliament is the old age pension lobby. 

Mrs. MacInnis: Did you say the strongest or the most essential? 

Mr. FULLERTON: Well, it has done all right, I would say, in the past decade. 
But, I am saying that each group has tended to find some form of protection 
against inflation, but not all in the same degree. The unionized man who is out on 
strike for an increase of 30 per cent, or whatever it is, is trying to look after 
himself. The salaried man gets his salary increased, and the wealthy man stops 
buying bonds and buys stocks. You cannot simply say that it is the people at the 
bottom who are necessarily the worst off. Perhaps it is the people who are just 
above the bottom who are hit the hardest. You have to approach this prag- 
matically. 

Co-Chairman Mr. Basrorp: Who was the official of the Canadian Association 
of Broadcasters who made the statement you mentioned? 

Mr. FULLERTON: It was Mr. Allard, the executive vice-president. 

Co-Chairman Senator CROLL: We expected that. 

Co-Chairman Mr. BAsrorD: You would think that someone in the communi- 
cations industry could make a statement that was not so obviously self-interest- 
ed. You quote Mr. Rasminsky in these words: 

But the experience of many countries suggests that monetary and 
fiscal policies need to be supported by some technique which mobilizes the 
force of public opinion behind non-inflationary behaviour by those who 
are in a position to deploy strong market power. 


You quote all that with approval, and I take it that your text on advertising is 
meant to be one of those other non-monetary and fiscal policies? 


Mr. FULLERTON: That is right. 


Co-Chairman Mr. Basrorp: Could I ask you whether you think a guidelines 
policy would also serve the same purpose? 


Mr. FULLERTON: Do you mean if the Minister of Finance would stand up in 
parliament and say: “Our guideline on price increases is 5 per cent per annum”’, 
or— . 

Co-Chairman Mr. BASrorp: Well— 

Mr. FULLERTON: Do you mean on advertising or— 

Co-Chairman Mr. BAsrorp: No, on wages and profits. It was suggested by 
Professor Neufeld that the Economic Council of Canada might be the more 
appropriate body, having more public acceptance or public prestige than the 
Minister of Finance, to enunciate on what would be proper wage and price levels 
for the coming year. Do you think that that would be effective or useful? 


Mr. FULLERTON: Well, you had better ask John Deutsch about that one. My 
impression is that it is too late in Canada for this; that the time is past. It has 
served some purpose. It has slowed down the steel companies, but when you get 
into the kind of strike that occurred yesterday in which the air line mechanics 
are asking, I understand, for a wage increase of 20 per cent plus fringe benefits 
of 7 per cent, and the government is offering 12 per cent, compared to the strike 
in the States which was settled after a period of five months with a gain of 
between 5 and 6 per cent, then my impression is that the guidelines battle in 
Canada has been pretty well lost. 


; Co-Chairman Mr. Basrorp: Maybe for the present, but do you not think that 
this would be useful as a long term policy? 
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Mr. FULLERTON: If it is backed properly; if you can canalize opinions on it; if 
you can get people prepared to accept it. 

Co-Chairman Mr. BasrorpD: To go back, your tax on advertising is put 
forward as an anti-inflationary measure. I have received a great many views 
from economists and businessmen to the effect that we do not need anti-infla- 
tionary measures but anti-depression measures, and that if we do not look two 
or three months ahead we are going to be in very bad shape. 

Mr. FULLERTON: In my view they are wrong. 

Mr. JOYAL: You see a continuing— 

Mr. FULLERTON: A continuing inflationary pressure, yes, I do. 

Mr. JoYAL: And a continuing expansion? 

Mr. FULLERTON: Perhaps slowing down, perhaps not, but the total effect is 
still inflationary. 

Co-Chairman Senator CROLL: What do you suggest instead of the guidelines 
which you say won’t work, suggested by Mr. Basford? 

Mr. FULLERTON: It needs a blend of everything, monetary policy, fiscal 
policy. I would certainly try guidelines out after this present surge of wage 
increases is over. The efforts of the housewives is the kind of thing that I suspect 
Mr. Rasminsky is speaking of here. It is a blend of all kinds of things. You try 
everything. 

Co-Chairman Mr. BAsrorD: Would not one approach be a limitation on 
advertising rather than a tax on it? 

Mr. FULLERTON: That is a little farther from the point I have in mind, and I 
think is a little difficult to impose. I do not spurn it, certainly, but I think you 
should stay with your market forces as long as you can. The tax is a market 
factor, whereas a control is not. 

Mr. JOYAL: In one case you are punishing, and in the other controlling. Is 
that not what Mr. Basford is trying to say? What you want to do is control 
advertising? 

Mr. FULLERTON: By taxing. 

Mr. JOYAL: By a fiscal policy. Could you not do it as Mr. Basford suggests, by 
limiting, like they applied the excess profits taxes during the war, for example? 

Mr. FULLERTON: It is possible; but you still encounter the problenas of 
drawing lines between the kind you allow and the kind you control. 

Mr. JoyaL: But whether it is advertising or promotion, and all those things 
which have been explained to the committee for a long time, would it not have 
the tendency simply to drive what had been an advertising expenditure through 
media like radio and television and the newspaper, into ventures like trips to 
Hawaii, and so on? How would you control that? Would you tax a trip to Hawaii, 
a raggedy doll, or a Green Giant baby doll, or something? It is all advertising 
cost. 

Mr. FULLERTON: Governments are cracking down more on expense accounts 
all the time; and control over trips or dolls is not an insuperable problem, it 
seems to me. 

Co-Chairman Mr. BAsrorpD: Could I ask you whether you favour this because 
advertising is an ingredient of cost or an ingredient of creating a demand? 


Mr. FULLERTON: The second point. 
Co-Chairman Mr. BAsrorpb: The second? 
Mr. FULLERTON: Gasoline on the fire. 


Co-Chairman Mr. BasrorD: You don’t think it is important to look at 
advertising because it is an ingredient of cost? 
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Mr. FULLERTON: That is a second aspect. Personally I suspect it is very 
important. 

Co-Chairman Mr. BASForD: We have all sorts of witnesses who document 
the other way, that the more you spend on advertising the cheaper your goods 
are. I find it a little hard to accept too, at this point. 

Mr. McCutcHeon: Mr. Chairman, will you entertain a motion to adjourn? 

Co-Chairman Senator CROLL: Does anyone else with to ask a question? Mr. 
Fullerton, you have certainly placed before us an imaginative and interesting 
idea for discussion, and we discussed it. I suppose our is the first public body that 
ever discussed it. 

Mr. FULLERTON: Possibly. 

Co-Chairman Senator CROLL: To that extent we thank you, because we do 
not often get new ideas presented to us; we are more often plagued with older 
ideas. We appreciate your taking the time to come here and for preparing your 
presentation. 

The committee adjourned. 
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IS THE BOND MARKET IN JEOPARDY? 
by Douglas Fullerton 


Declining interest in the bond market is not a new phenomenon. But what has 
brought about the recent sharp decline? What is there on the horizon that might 
serve to counter the trend or reverse it? 


The subject of this article might have been an informed guess by the author 
on the course of prices and yields over the next year or so, based on an 
assessment of the various forces in the economy and elsewhere which are likely 
to have market consequences. This aspect of forecasting will not be neglected, 
but greater emphasis will be devoted to a more fundamental examination of the 
bond market in Canada, the troubles which have beset it of late, and the impact 
of recent events on the continued willingness of investors to buy and hold 
long-term bonds. The thesis, in fact, is that the bond market as we have known 
it for the past few decades is in some peril. Those who formulate government 
fiscal policy can no longer afford to disregard the impact of their actions on 
savers and investors; this country can stand a good deal of mishandling by 
those who run it, but it will be in deep trouble if its capital market breaks 
down. 

The bond market is at the core of the capital market where the major 
allocations of savings to investment projects are carried out. This is not to 
denigrate the role of the stock market, which certainly has its place in the 
system, but it is in the bond market that governments raise money to meet their 
deficits and capital expenditures, and business finances much of its own expan- 
sion and growth. Apart from the federal government, most issuers sell bonds of 
the long-term variety, that is, bonds maturing in 15 to 20 years or longer (A 
related source of funds for the construction industry is the mortgage market, and 
its problems are similar in nature to if not precisely identical with those in the 
bond market.) Relatively little “new” money for capital financing comes from 
the issuing of common stocks, and when the stock market is in trouble even this 
small amount shrinks close to zero, throwing an even greater load on the bond 
and the mortgage markets. 

As a bond watcher of 20 years standing, and an active market participant 
for nearly ten, I have seldom seen a more depressing period in the market. This 
does not necessarily mean that there will be a further decline in bond prices over 
the near future, because they are now at or close to their all time lows. In early 
September, in fact, prices picked up following anti-inflation speeches by Presi- 
dent Johnson and Canada’s Finance Minister Mitchell Sharp. What is disturbing 
is the dwindling lack of enthusiasm for bonds as an investment, even at cur- 
rent level, and the inability of some borrowers to raise the money they need, 
almost at any price. 


Decline in the fifties 


To understand how we arrived at the present situation one must go back a 
number of years. The declining interest in bonds is not a new phenomenon, but 
appeared to begin in the early fifties. Many individual savers who had bought 
Victory bonds during World War II, and who had gained the impression that the 
government would support these 3% bonds at par or above indefinitely, became 
somewhat disillusioned when monetary policy first began to bite in earnest in 
1951, and the Victory 3’s of 1966 fell from par to below 95. Canada Savings 
Bonds provided an increasingly attractive alternative for them. Simultaneously 
the principal institutional investors placed a steadily increasing proportion of 
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their funds in mortgages; for example, between 1950 and 1958, the holdings of 12 
large life companies showed the following dramatic changes: 


1950 1958 
(millions of dollars) 

EESTEG Mgle  1f6 a nee eee nee $1,008 $ 452 
Erovinctals and Municipals run. ec .nibeets re 429 588 
RC ODA UES ce ns carine 0k 5 B15 9) was a ee eRe 763 1,481 
<UL SUTRA ho 2 an ARM fl 2 AN AR OE a RIE SRE He 739 ZnO 


By early 1958 Canada’s and provincials were on a 4 per cent to 5 per cent 
basis compared to 3 per cent to 4 per cent in 1950. Then came the Conversion 
Loan and its aftermath, and yields rose again to new levels. For many individual 
investors the 17 point decline in the conversion 44’s of 1983 was a final straw, 
and the switch to common stocks, mutual funds or savings bonds intensified. 
Institutional investors were not happy either about the Conversion Loan, and 
with mortgage demand strongly sustained, the proportion of bonds in their 
portfolios continued to decline. 

Conditions stabilized somewhat in the 1962-1964 period. Monetary and fiscal 
policy meshed harmoniously, and the economy expanded steadily without much 
stress. Provincial and municipal borrowing continued to mount, but a great deal 
of pressure was taken off the market by the very sharp rise in the volume of 
new issues sold in the United States. New bond issues payable in other cur- 
rencies (almost all U.S. dollars), net of retirements, was $1,715 million in the 
1962-to-1964 period compared to only $372 million in 1959-1961. 

In January 1965 the prices of long-term bonds began a decline which carried 
on with minor interruptions until the end of August 1966. Long Canada yields 
rose in the period from about 5 per cent to 6 per cent, Ontario's irom 15.25 per 
cent to 6.25 per cent and Quebec’s from about 5.55 per cent to 6.60 per cent, 
although there was an improvement in early September which reduced these 
yield levels slightly. The net fall in bond prices, however, was of the order of 9 to 
10 points. What brought about such a sharp decline? 


Why the sharp decline? 


The first and most obvious reason has been the efforts of monetary 
authorities in Canada and the United States to curb developing inflationary 
pressures in the two economies. In Canada the need for borrowed capital 
continued to rise, and the pressure on bond interest rates was accentuated by the 
cunstruction boom. This past summer money market conditions in the United 
States were even more stringent than in Canada, and prices of United States 
long-term issues fell more than equivalent Canadian issues. In addition, the 
United States balance of payments difficulties (whether real or imaginary—the 
consequences are the same) made United States buyers less enthusiastic about 
buying Canadian issues. This has been particularly noticeable in recent months; 
net Canadian borrowing in New York in the first quarter of 1966 was very 
heavy, partly because of deferrals from the fourth quarter of 1965 following 
a government directive, but has since fallen off appreciably. 

It is clear that, regardless of the attitude of bond buyers, 1966 could not 
have been other than a year in which bond prices fell sharply. Yet to this 
observer at least, it appears that this past year has provided evidence of new and 
deep-rooted concerns on the part of Canadian investors that are serious enough 
to endanger the future of the market itself. It is not quite correct to say that the 
buyers are collectively “on strike,” because as each new higher level of rates 
appears some buying does come into the market, but the highest rates in history 
no longer appear to provide the automatic pull that they would have in earlier 
years. Buyers are more prone to question the future level of interest rates and 
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prices, but show much less confidence in the recurrence of a recession that will 
bring with it a return of lower levels of interest rates and higher bond prices. 

These concerns tend to express themselves more in changes in the shape of 
investment portfolios than in a public outcry about the dangers for the capital 
market inherent in current wage and price trends and government policies. 
During the past year or two shifts in investment policies have become par- 
ticularly evident. Even the most conservative portfolio managers are stepping up 
the proportion of common stocks in funds under their care. One large trust 
company is reportedly considering raising the common stock holdings in the 
pension fund portfolios it manages from 15 per cent to 50 per cent—in spite of 
the recent sharp drop in stock prices (or perhaps encouraged by it!) Insurance 
companies are seldom content now to take straight mortgages on new shopping 
centers and office buildings but want a piece of the equity—and some even 
prefer to buy the land under the proposed building as a hedge against future 
inflation. Individuals increasingly prefer stocks and mutual funds to bonds, 
although their shift is a product of the dividend tax credit and prospects of 
capital gain as much as fear of inflation. One could go on to document this shift 
in attitudes from bonds with more precision, but what concerns us more is to try 
to isolate the reasons for it and to look for developments on the horizon that 
might give some hope for a reversal of the trend. 

Every bond buyer has his own reasons for a lack of enthusiasm for bonds at 
these levels, but a sampling of opinion would probably include the following: 


Fear of inflation. This has been accentuated in 1965-66 by (a) the unprecedented 
length of the boom, and growing belief in the ability of governments to solve the 
problem of recession; (b) the simultaneous view that governments, having 
sensed the popularity of massive spending programs, will not change their 
habits—whether inflation occurs or not; (c) the wage drive in 1966, with the 
government’s apparent acceptance of 30 per cent over two years as the norm, 
will clearly move price up further. The 1961-65 rise in prices of 1 per cent to 2 
per cent was a tolerable decline in the value of money; the prospective 4 per cent 
to 5 per cent or more is not; (d) the belief that the bond holder is the whipping 
boy in any efforts by the authorities to combat inflation; (e) the likelihood of 
continuing international tension and limited wars such as in Viet Nam. 


Fear of international crisis. The growing problem of international liquidity, the 
loss of gold by the United States and the recurring difficulties of sterling all 
suggest that we are moving closer to an international financial crisis. All such 
crises in the past have produced higher interest rates and lower bond prices 
(few expect a crisis to be followed by a major depression and very easy money). 


The relative past performance of stocks and bonds. In 15 years the bond buyer 
has seen the level of interest rates double and bond prices have fallen according- 
ly. Common stock prices, in spite of periodic breaks—and even the latest 
one—have in the same period tripled in value. Those who cautiously have 
continued to invest substantial amounts in bonds over the years are tired 
defending their actions in the face of the successes scored by the more daring 
portfolio managers. It is true that the decision-making power in the managment 
of portfolios still resides to a surprising extent in the hands of those scarred in 
some way by the depression. However, they are steadily being replaced by 
younger managers, weaned on a diet of more or less permanent boom, and much 
more aggressive in their policies. The performance of bonds in recent years has 
tended to strengthen “new area” attitudes, and hasten the move away from 
bonds. 


Long-term bonds 


Along with this swing in investor attitudes there have been some changes in 
savings and institutional patterns recently that will affect the demand for 
long-term bonds. One important change was the introduction of the Canada and 
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Quebec Pension Plans; not only has this had the immediate effect of by-passing 
the capital market to some extent, by channelling contributions directly to 
provincial and municipal borrowers, but it appears to have effected a significant 
reduction in the cash flow of institutions and pension funds which might be 
available for bond investment. This may be only temporary (the introduction of 
universal pension plans in Sweden and elsewhere suggests that overall savings 
are not damaged by these schemes) but recent union demands appear to indicate 
the lessening appeal to members of pensions as a fringe benefit. The proportion 
of militant younger members is increasing in the unions, and many of them are 
quite ready to rely on governments to provide pensions when they retire at 
some distant point in the future, preferring more cash now. This of course 
represents a major shift back from the union goals during the past decade, and 
may well produce a levelling off if not a fall in the flow of pension plan 
contributions. This will not help the bond market, although provincial and 
municipal pension funds will no doubt continue to provide an important market 
for their own bonds. 

This view of the prospects for the long-term market is hardly an encouraging 
one, and may perhaps play up the bearish factors excessively. What is there on 
the horizon that might serve to counter the trend or even reverse it? The first 
important argument might be that United States and Canadian governments 
have finally come to realize that by September 1966 they had pushed monetary 
policy about as far as it could go, and that inflation had to be tackled with fiscal 
as well as with monetary policy. The speeches by President Johnson and Finance 
Minister Sharp on September 8th gave a clear indication of this. A second point 
is that some of the steam may well be out of the boom—if the stock market has 
any value as a leading indicator—and if this proves to be the case the demands 
on the capital market should fade and rates may recover. Both these factors no 
doubt contributed to the market recovery in the few days following the Johnson 
and Sharp statements. 


There are also technical reasons why a short-term recovery might be 
expected in the early fall. The speed and extent of the drop in the United States 
bond market—four to five points in a month—almost inevitably would produce 
some reaction. Markets often swing too far and then bounce back. In Canada the 
failure of the new Canada bond issue in August necessitated substantial support 
by the Bank of Canada, and the Bank added $144 million to its Canada bond 
holdings in the week ending September 7th. Dealers found themselves in an 
oversold position, and when the United States market turned around, followed 
by the announcements of government plans to curtail inflation, they scrambled 
to protect themselves and pushed the market up quickly. 


Whether the early September recovery can be maintained will depend 
primarily on the performance of the U.S. and Canadian economies, and on the 
extent to which governments are prepared to act to dampen down inflationary 
pressures. The buyers remain somewhat sceptical, and will be watching economic 
indicators and governmental anti-inflationary measures with great interest. The 
extent to which the pace of inflation slows or accelerates will not only determine 
short-run movements in bond prices, but may in fact determine whether a 
long-term bond market can continue to exist in Canada. If the authorities fail in 
their efforts, we may well find ourselves following the post-war patterns 
established in Europe—a more or less permanently high level of interest rates 
and the bulk of capital financing carried out on an equity or short-term basis. 
But it we do lose our long-term market, the country will be the poorer for it. 
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EXHIBIT ‘“B” 


tr TAX ON ADS -LOVPIGH T INFLATION? 
by Douglas Fullerton 


Mr. Fullerton is the well-known financial consultant and bond expert of Fuller- 
ton, Mackenzie and Associates, Ottawa. 


Few today will dispute advertising’s claim that it has been an essential 
element in the growth of the modern capitalistic system. People tend to buy the 
goods and services that advertisers tell them to. 

For this very reason, advertising would appear to provide a unique instru- 
ment for slowing consumption in an overloaded, inflated economy. When prices 
mount, why should not taxes be applied that cut down the volume of advertising, 
and in this way reduce consumer spending? When pressures ease, the taxes could 
be reduced or removed. 

A tax on advertising is not a new idea, although it seldom seems to have 
been conceived as a counter-cyclical weapon. The main arguments for a tax have 
been economic, but with moral overtones—that advertising is wasteful, 
adds to the costs of production (particularly packaging), persuades people to 
buy things they don’t really want or need, with money they don’t have but can 
borrow, has too much influence on the communications media, favours private 
spending over more desirable collective social wants. 

There are counter-arguments—advertising has made possible mass produc- 
tion and standardization, which have contributed to lowering costs, it has 
promoted higher standards of quality and design, it has made possible large 
scale, low-cost operations of the press and other media, it is cheaper than any 
form of selling which would replace it, and so on. 

Whichever side one is on, it is enough to say that advertising is here to stay 
because it is effective, and society is enormously influenced by it for good or ill. 


Food, Drug Gimmicks 


Despite a reluctance to take sides on this argument I do feel strongly that 
advertising has a lot to answer for in its impact on two main areas of consump- 
tion—food and drugs. 

The present housewives’ revolt against supermarket prices is really a protest 
against their own weakness in accepting the advertisers’ slogans and enticements 
without challenge. They have been conned into paying excessive prices for 
packaging, for pre-cooked foods, for nationally advertised brands, for 
trading stamps, for free dish towels in soap cartons. 


How much these gimmicks have raised prices was shown dramatically in 
this paper on Oct. 8, when it was demonstrated that a careful shopper could buy 
$28 worth of groceries for $15 by comparing labels and prices, by choosing house 
rather than nationally advertised brands, and by buying larger bulk amounts 
rather than smaller quantities in glamorous containers. 


As for drugs, the situation is even worse. Sales promotion costs of drugs 
account for about 29 per cent of the selling price (according to the Hall 
Commission). And explain why 100 tablets of simple aspirin which may cost less 
than one cent to make can be retailed for as much as $1 or more. 

However, when one considers how taxes have been used to curtail or spur 
capital investment, and how taxes on consumption have been similarly used to 
restrain or encourage the sales of various products, it is rather odd that 
advertising has been left unscathed over the years. 


1318 JOINT COMMITTEE 


A Cost of Production 


One reason may be that it is now accepted as a cost of production, and taxes 
on it would raise final selling prices. All such taxes are regarded as less desirable 
than income, sales or excise taxes. 

Another reason may be that a proposed tax on advertising would not receive 
enthusiastic support from any newspaper, magazine or private radio or TV 
stations—whatever their politics. 

Most people or institutions define a ‘‘bad”’ tax as one which hurts them, and 
a “good” tax as one which bites someone else. Reduced advertising would 
certainly cut revenues of all the media and the politicians pay great heed to what 
the press and radio and TV have to say or avoid saying. 

I’m not persuaded that the arguments against an advertising tax have 
validity in a period when we are under the inflationary gun. Therefore, in 
shaping his forthcoming baby budget, Mr. Sharp should have a good hard look at 
the merits of taxing advertising. 

It could be done in two ways—by imposing a special tax on advertising 
expenditures of say 20 per cent, or by denying corporations the right to deduct 
advertising expenditures (or a proportion thereof) as a pre-tax expense. The 
latter precedent has been used for nationalist reasons—Canadian advertising 
expenditures in American magazines are not allowed as a deduction for tax 
purposes—so why not use it for much more rational anti-inflationary purposes? 


What Is It? 


There would of course be problems in defining “advertising” for tax 
purposes. I’d like to see a fairly comprehensive definition, including advertising 
expenditures in the press, on radio, TV and on direct mail; costs of public 
relations departments; cost of gimmicks used for advertising purposes, including 
“free” giveaways, “tiger-in-the-tank” programs, coupons and stamps. 

Possible exclusions might include want-ads and expenditures under a 
certain minimum where costs of collection would be greater than revenue. 
However, such deductions should not have much effect on either the principle or 
the impact of the proposal above. 

To sum up, a tax on advertising could play an important role in combatting 
inflation by reducing incentives to consumers, and could reduce prices apprecia- 
bly in certain commodities such as food and drugs. Mr. Sharp, over to you! 
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SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “ by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House 
on Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 

Your Committee recommends that seven (7) of its Members consti- 

tute a quorum, provided that both Houses are represented. 
SECOND REPORT 

Your Committee recommends that the House of Commons section of 

the said Committee be granted leave to sit while the House is sitting. 
LEON-J. RAYMOND 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966:— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
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lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— - 
Resolved in the affirmative.” 
J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF THE PROCEEDINGS 


THURSDAY, November 17th, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 
Chairman), Hollett, Inman, McGrand, O’Leary (Antigonish-Guysborough) and 
Thorvaldson.—8. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis, McCutcheon, McLelland, Otto, Scott (Danforth) and Smith—8. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, @.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following were heard: 


Department of Agriculture: 
Dr. S. C. Barry, Deputy Minister 
Mr. E. P. Grant, Chief of Processed Foods. 
Mr. S. B. Williams, Assistant Deputy Minister, Production and Marketing. 
Mr. D. B. Goodwillie, Director, Dairy Products Branch. 
Dr. C. K. Hetherington, Director, Meat Inspection Division, Health of 
Animals Branch. 


Mr. E. Eardley, Director, Fruit and Vegetable Division. 
Mr. F. E. Payne, Chief, Poultry Products Branch. 

At 1.00 p.m. the Committee adjourned. 

At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 
Chairman), Hollett, McDonald (Moosomin), McGrand, O’Leary (Antigonish- 
Guysborough) and Thorvaldson.—8. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis, McCutcheon and Scott (Danforth).—5. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following was heard: 
National Institute of Economic Research of Sweden: 
Professor Borje R. V. Kragh, Director. 


At 5.00 p.m. the Committee adjourned until Tuesday next, November 22nd, 
at 9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Thursday, November 17, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Mr. BAsrorpD: The committee will please come to order. This 
morning we have with us Dr. S. E. Barry, Deputy Minister of Agriculture, and 
Mr. S. B. Williams, Assistant Deputy Minister of Production and Marketing. 
They will speak to us on the regulatory powers of the Department of Agriculture 
in so far as it relates to the whole question of packaging, labelling and standard- 
ization of sizes. 


Before you start, Dr. Barry, I would like, on behalf of the committee, to 
express our thanks to you and your officials for appearing before us on rather 
short notice and for preparing your presentation so quickly. We had this morn- 
ing open and that we must consider this subject, and we appreciate the fact that 
Dr. Barry and his officials were able to come before us at this time. Thank you. 


Without further ado, I would ask Dr. Barry to proceed. 


Dr. S. C. Barry, Deputy Minister, Department of Agriculture: Thank you 
Mr. Chairman. In the Department of Agriculture our activities with respect to 
the packaging and marketing of food products are related primarily to our 
legislative authority, having to do with the grading and inspection of farm 
products. Basically, we exercise this authority under two statutes, or two forms 
of statutes. The first is that having to do with the grading of farm products; the 
second is the legislation having to do with veterinary meat inspection, that is, the 
Canada Meat Inspection Act. 

I thought, Mr. Chairman, that it might be most useful to the interests of 
your committee this morning, if I reviewed in general terms what we do and the 
legislative authority for it. Before I proceed in detail with this, I think it might 
be well for the purposes of the committee to point out that, in some respects in 
this total field of packaging and labelling, both the Department of Agriculture 
and the Food and Drug Directorate of the Department of National Health and 
Welfare are involved. Both departments administer legislation having to do with 
the labelling of food products. Ours, as I said, in this field applies primarily to 
commodities with which we are associated in grading and inspection. The food 
and drug regulations in the field of labelling can be applicable to all food 
products, although, generally speaking, where we cover this field in products 
with which we are concerned, the Food and Drug Directorate leaves this to us 
with respect to these particular commodities. 

With respect to packaging proper, specifications of the size of containers, 
dimensions of containers, we are, so far as I am aware, the only department 
administering legislative authority. The Food and Drug Directorate requires, in 
the labelling, for example, that the marking show the weight or volume of 
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contents. They do not specify actually what size containers or dimensions of 
containers are required, however. As I said, I think we are the only department 
operating in this field. | 

Now, Mr. Chairman, I think that to clarify our authority in this respect, and 
I can work from this into our actual operating procedures, it might be useful to 
the committee if I referred specifically to the legislation under which we operate. 

We have distributed two documents to the committee, and I presume all 
members have copies. The smaller of the two is the Canada Agricultural Prod- 
ucts Standards Act. The second document, the larger of the two, comprises the 
Processed Fruit and Vegetable Regulations. If you look first at section 3 of the 
act at the bottom of page 1 you will see in subsection (1) “The Governor in 
Council may make regulations establishing grades with appropriate grade names 
for any class of agricultural products and, without limiting the generality of the 
foregoing, may, by such regulations’—and then if you will turn to subsection (d) 
it says “prescribe the sizes, dimensions and other specifications of. packages in 
which an agricultural product must be packed and the manner in which it must 
be packed and marketed as a condition to application or use of the name of a 
grade so established.” its 

So that under this particular statute where we have a standard grade or 
where we have standard grade names of agricultural products there is authority 
for regulations which prescribe the kind of package, the dimensions and sizes of 
packages which must be used as a condition of applying that grade name. a 
; So that where we have standard grading procedures and where a grade 
name is applied to a product, we have authority for saying how that product 
must be packed and marketed as a condition of that grade name being applied. 
This provision is quite effective as a means of controlling container sizes and 
markings for products which are graded according to Canadian standards. I might 
explain how this works for the information of the committee by using a simple 
illustration like eggs. We have a Canadian standard grade for eggs. Our authori- 
ty at the federal level to require the use of those standard grades extends 
obviously by constitutional authority only to interprovincial or international 
trade. However, all the provinces by their’own legislation require that those 
grades for eggs be used for eggs sold within the provinces so the net effect of this 
is that all firms selling eggs must grade and mark them in accordance with the 
federal and provincial legislation applying to standard grades. These are the 
grades we see normally used, like Grade A Large, Grade A Medium. Under the 
authority of section 3. (1)(d) of the act there is a regulation which says that all 
eggs bearing a standard Canadian grade name must be packed in one of three 
sizes of containers. These sizes are a 30-dozen container or case, a 15-dozen 
container or box, or a dozen container which is a carton. The latter of course is 
the retail size and it can be split for half dozens. Since all eggs must be graded, 
they must all be packed in these standard containers specified by regulations. 


As a result of this the package size for eggs is completely standardized. Now 
this principle of associating grading with package specification is followed quite 
widely with quite a wide range of food products. It is followed with fresh and 
processed fruit and vegetables and dairy products. The only substantial com- 
modity with which we are associated so far as grading and inspection are 


concerned and in which we do not have regulations specifying container sizes is — 


meats. There is authority for this, but we do not have it by regulation. 

To take you further into our authority and procedure, I wonder if I might 
refer you to the larger book before you which contains the regulations for 
processed fruit and vegetables. I am using now the green covered larger publica- 
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tion. I am turning now to page 11 of that publication, and I refer you to section 
20, which says that: 
Containers for canned fruits and vegetables set out in Table I in 
Schedule C, are as prescribed in that Table. 


The table in reference is on page 148 of the English text; that is, Table I in 
Schedule C which was referred to. That is headed, “Containers for Canned Fruit 
and Vegetable Products for which Grades are Established.” Below that are listed 
the container specifications which must be used in these particular commodities. 
Is that clear to this committee? : 

Co-Chairman Senator CROLL: Yes. 

Dr. Barry: Similarly, if you turn back to page 11, to section 21, it says: 

Containers for frozen fruits and vegetables set out in Table II in 
Schedule C,... 


Table II in Schedule C is on page 149 and is headed, “Containers for Frozen 
Fuit and Vegetable, Products for which Grades are Established.” And it lists 
there the container sizes by net weight which must be followed. 

That is the regulatory device, under the authority of the act which I quoted 
earlier, under which, as a futher illustration, we establish, legal container sizes 
and specifications for processed fruits and vegetables. The principle in this 
connection is the same as I described for eggs; that is, all processed fruits and 
vegetables carrying the grade name must be packed in one of these standard size 
containers. 

Up to the moment, Mr. Chairman, I have dealt with our authority and our 
operations in connection with packing and marking of agricultural products 
which bear a Canadian standard grade name. 

Actually, we have authority beyond that, and if you will refer back to the 
act for a moment, which is this smaller publication, and refer to section 5 on page 
3, this gets into a rather different field that that having to do with graded 
products. Section 5 (1) says: 

The Governor in Council may make regulations for prohibiting 

(a) importation into Canada, 

(b) exportation out of Canada, or 

(c) sending or conveyance from one province to another, of an agricul- 
tural product of any class unless it complies with prescribed stand- 
ards, has been prepared in accordance with prescribed conditions and 
is packed and marked in prescribed manner. 


Under that particular section of the act there is authority for regulations to 
specify the packing and marking of any agricultural product moving in inter- 
provincial trade. Since grading is not involved in this particular case our 
authority is limited to interprovincial and export trade. However, where this is 
applied on that basis, the fact of standards having to be used in interprovincial 
trade almost enforces it widely in trade within a province. 

I ask you now to turn again to the green book, page 18, section 49. This 
illustrates our use of this latter authority having to do with products that are 
not necessarily graded. Section 49 (1) reads: 

No person shall export out of Canada or send or convey from one 
province to another any food product of any class for which standards are 
established in Schedule B or any vegetable soups, fruit and vegetable 
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juices including fruit nectars, spaghetti in tomato sauce, infant foods and 
junior foods, unless 
(a) the food product was prepared in a registered establishment 


(b}i— 
And this is the important one that I wish to refer you to. 


—the food product was packed in a container provided for that product in 
Table III in Schedule C. 


Here again, under the authority of the act to which I referred, and this regula- 
tion, we exercice jurisdiction over processed fruits and vegetables which are not 
required to be graded but which move in interprovincial trade. 

So much for the moment for packages. On the matter of labelling or 
marking, our requirements as you may expect, vary rather considerably with 
different products. On egg cartons, for example, we require only the grade name 
and the packing station number. On butter we require the grade, which is 
Canada first grade or Canada second grade, the net weight, the factory of origin 
and the words “Creamery Butter”. On fresh fruits and vegetables, to use another 
illustration, we require the grade name, the name and address of the packer, the 
name of the product when it is not in a transparent container, and the weight in 
the container when they are packed in bags. 

Another illustration is packages of meat products. We require the meat 
inspection legend, a true description of the contents, the weight, and the name 
and address of the packer. 

Now, this becomes more complex when we turn to fresh fruits and vegeta- 
bles, and in this respect, perhaps you would just glance for a moment at page 12 
of the green book. In section 30 is listed all the information that shall appear on 
labels on containers of processed fruits and vegetables. These are very extensive; 
they go from subsection (a) to subsection (nn). They are not all required for 
everything; they vary with different commodities. The essential ones that are 
required are the net weight—subsection (g)—the common names of the prod- 
uct—subsection (b)—and then all these other variants are required in relation 
to the individual product. 


There is one point of principle, Mr. Chairman, which I think I should mak 
here. As I said earlier, we specify standard sizes, or standard containers by 
contents, of packages for a wide range of products which come under our grading 
or inspection authority. We have, as I said earlier, authority under the 
Agricultural Products Standards Act, to require the same thing for any agricul- 
tural product moving in interprovincial trade. The only group of such products 
for which we have not specified container sizes is that of meat products. 

In respect of marking we have authority in respect of marking specifications 
for all products which come under our authority. The point I must make to the 
committee is that our authority in this area, in so far as the consumer is 
concerned, which is the one that is of interest to you, is limited obviously by the 
definition of “agricultural product” in the act. The act is this smaller document 
that I am showing you, and “agricultural product” is defined in section 2 (a) on 
the first page, which reads: 

(a) “agricultural product” means livestock (including fur-bearing ani- 
mals raised in captivity), eggs, poultry, milk, vegetables, fruit, honey 
and maple syrup, and products thereof”. 


There has since been an amendment to that which includes leaf tobacco. So - 
that the products to which we can apply this authority, which the act provides, 
are restricted by the definition of “agricultural products” in the act, and these in 
the main are the ones in which we are involved in a grading and inspection 
function; but I presume if there was need to apply standard packaging to a wider 


CONSUMER CREDIT 1327 


range of agricultural products, under the authority we have, this presumably 
could be done by adding to the products under the definition “agricultural 
products’”’. ; 

Mr. Chairman, I have tried, I do not know how adequately, to give the 
committee a rather general picture of our authority and operations iin this field of 
packaging and marking. If there are questions on any points which I or my 
associates can answer or clarify, we shall be very pleased to do so. 

Co-Chairman Mr. BAsrorpD: Thank you very much, Dr. Barry. 

Senator HOLLETT: Mr. Chairman, may I ask a question. I suppose your 
department has no control over the price whatsoever? 

Dr. BARRY: Over the price, no, sir. 

Senator HOLLETT: I am from St. John’s Newfoundland and there they have 
brought in perfumed nectar which is a product of fruit, and I found that the 
price range within 400 yards on a certain street was from 41 cents to 56 cents a 
bottle for nectar. Surely this is a matter of some concern for your department or 
some other department? 

Dr. BARRY: Yes. Of course, this gets into the area of price control. 

Senator HOLLETT: I was wondering why these prices have gone ahead in 
certain areas like this? 

Dr. Barry: We have no authority in respect to prices. 

Senator HOLLETT: Thank you, that is what I wanted to know. 

Co-Chairman Mr. BASForRD: Mr. Smith? 

Mr. SMITH: Dr. Barry, what about the packaging of say fresh fruits, such as 
the regulation as to whether strawberries should be packed in a cardboard 
container or a wooden container. Does that come within your province? 

Dr. Barry: Mr. Eardley will correct me if I am wrong, but specifically we 
specify container sizes in pints, quarts. Whether a paper quart or a wood quart, 
or plastic, we do not specify in this connection. 

Mr. SMITH: You do not have any authority over fruitgrowers in that 
connection? 

Dr. BARRY: As to what type of container to use? No. 

Mr. SMITH: Have you any authority to say whether— 

Dr. Barry: We would have authority probably, but we don’t do this. We 
specify what the cubic capacity must be. As to the nature of the container used 
for that purpose we have not any exercise of jurisdiction over it in fresh fruits. 

Mr. SMITH: I was dealing specifically with strawberries, in this instance. 

Co-Chairman Mr. BASForRD: Senator Carter? 

Senator CARTER: Dr. Barry, you have authority to determine the size of 
packages, tins, and also the amount of contents that go into the package. So far 
as the sizes are concerned which we now have, how were they determined, how 
did you decide this specific size was the right one? 

Dr. Barry: Broadly speaking I would think, senator, the sizes which we 
have specified have been worked out, and probably varied from time to time in 
consultation with industry, in relation to the sizes which serve the different 
needs of consumers. May I use the case of pork and beans—what we call beans 
with pork, as an illustration? I happen to have the actual sizes used before me at 
the present time. There is a five fluid ounces. This is intended to be, as I 
understand it, a size for an individual portion, that is, one person buying a can of 
pork and beans for his own use. That was added very recently. The eights and 
tens would probably do for two persons; the fifteen for three persons, and that 
sort of thing. This is the general philosophy back of the determination of the size 
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used. Then we get into the 105 ounce pack for industrial use, for the large family 
or for institutions. 


Senator CARTER: Have you made any changes in recent years? 


Dr. Barry: This 5-fluid ounce was introduced. I would ask Mr. Grant to deal 
with that. 


Mr. E. P. Grant, Chief of Processed Foods, Department of Agriculture: 
There have been a few changes over the years as consumer demand required it 
from the industry. The industry, in consultation with the department, mutually 
agreed about new sizes to be added. But there has not been any significant 
number added since they were first introduced in the 1940’s for processed fruit 
and vegetables. 


Senator CARTER: Did I understand you to say that in this particular case it 
was made at the request of the industry, not to meet any particular need of the 
consumer—that is, the industry wanted to put up this particular size? That is 
what I understood you to say. 


Dr. Barry: If I may, I would say that when we spoke of the industry having 
made recommendations, that means we would satisfy ourselves that this was. 
required to meet specific consumer demand. We would I hope never permit both 
19-ounce and 20-ounce sizes, which would be pointless. Where there is clear 
evidence that there is a demand, such as for the 5-ounce tin of pork and beans 
for one person serving, this proposal might arise and come to us in the first 
instance from what we term the industry, but we would satisfy ourselves that 
there is a valid and reasonable demand for it. . 


Mr. URIE: How would you do that? 


Dr. Barry: I would suppose, sir, by logic such as I applied in the case of 
pork and beans, where there was an increase in demand for a portion which 
would serve enough for one person. 


Mr. UriE: I understand that, doctor. I am sorry to interrupt the senator. 
What I am interested in is that the initial interest about a 5-ounce can presuma- 
bly came to you via the industry and then, you said a moment ago, as a result of 
consultations with the industry, you satisfy yourself that in fact there is a 
consumer demand for that size tin. My question was, how would you go about 
satisfying yourself that there was in fact such a consumer demand? 


Dr. Barry: I suppose, on the basis of logic, and the assumption that it is a 
valid thing to do. I wonder if it would be helpful on the matter of canned goods 
to say this—and it applies also to glassware, though primarily to the canned 
goods. In the beginning, there were no specifications in respect of container size, 
in this area at all. Prior to the war there were some 117 different can specifica- 
tions for canned goods. There were 15-ounce, 15-ounce, 16-ounce, 19-ounce, 20- 
ounce. Many of these were quite unnecessary and probably had the effect of 
misleading or not providing an accurate description for consumers. 

The correction of this situation started about 1940. It started from two 
sources, actually. The steel controller in the Wartime Prices and Trade Board 
said: “I am not going to give steel for this wide range of cans; if you want steel 
you will have to standardize sizes into a much smaller number of cans, to 
conserve steel.” He mandatorily laid it down as a condition of providing steel, 
tinware for cans. The industry had to make the adjustment. 

Currently with that, in 1940, under legislation which we then operated 
under, the Meat and Canned Foods Act, we started to prescribe container sizes. 


ecureuil What we have had since then has followed pretty largely the setup at 
at time. 
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Mrs. MAcINNIS: Why do you have vegetables like beans with 15 ounces in a 
can whereas you have a 14-ounce size for corn? Many housewives want to know 
that. 


Mr. GRANT: The 14-ounce container for corn holds what is known as 
vacuum-packed corn. You cannot vacuum pack very suceéssiully*in a tall 
container. The container has to be shorter, and this is why a different size 
container was provided for vacuum-packed corn. That particular size was chosen 
because it was manufactured by the can companies for other products. This is 
why it was prescribed for vacuum-packed corn. 


Mrs. MacInnis: Is there that much difference between the 14-ounce and 
15-ounce size? 


Mr. GRANT: No. It was not a question of there being much difference 
between 14 and 15 ounces. It was a question of using a container which was 
being currently manufactured and which would be suitable for the product 
packed. 


Co-Chairman Senator CROLL: This is a supplementary. Dr. Barry, you have 
not answered Mr. Urie’s question, because the evidence before us is that these 
people have excellent research facilities on which they spend thousands of 
dollar in ascertaining what the consumer wants, and all you do is use logic as 
against what they use. How do you explain that? 


Dr. Barry: I went into the background, senator, about the origin of this in 
order to explain that it started during the war. I asked Mr. Grant if it was 
correct that basically the can sizes we now have were established at that time. 
There have been some variations since then, such as the five-ounce can of beans, 
but I do not think there have been many of these. 


Mr. GRANT: No. 


Co-Chairman Mr. Basrorp: I am going to allow Senator Carter to finish his 
line of questioning. 

Senator CARTER: Thank you, Mr. Chairman. I gathered that the sizes we 
have today were selected from a hodge podge of sizes that existed in 1940, when 
there was a shortage of steel and we had to do something about that problem. 


Dr. Barry: Right. 


Senator CARTER: So we picked the most convenient sizes in existence at that 
time. We selected those few and we still have them. There has been no scientific 
research done in order to decide just what sizes should be made available for 
various sizes of families. Now, we are very careful, and I know Mr. Olson would 
bear me out on this, that when we are raising livestock, pigs or hogs, we 
determine what is the right amount of food each one should have. The people 
doing research for rations do comparative research in order to determine just 
how many calories are required by the individual person in order for him to 
maintain his bodily health and to eliminate waste and excess packaging. 

I gather that there is nothing being done in your department or by any 
Government agency to determine whether the sizes we have now are the most 
convenient for the consumer. Is that correct? 


Dr. BARRY: I am not aware, senator, that we have done any specific research 
in this connection. Are you, Mr. Williams? 

Mr. WILLIAMS: No. 

Senator CARTER: It would probably be done by another department; you 
would not be doing that sort of thing. 

Dr. BARRY: No, but we would be allowed to. 

Senator CARTER: Take the clothing industry as an example. Ready-made 
clothing is made in standard sizes for boys six years, eight years and ten years of 
age. Then, over a period of years, we find that those sets of measurements do not 
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fit any more. We have to change them all. In a similar way, the family structure 
in Canada is changing, but nothing in the way of research is being done 


anywhere in order to take into account these changing conditions. Is that not a. 


fact? 
Dr. BarRY: We have not done specific research in this connection, Sena- 
tor, no. I am afraid we have not. It may be a very useful thing to do, sir. 


Senator THORVALDSON: May I ask a supplementary question, Dr. Barry, in 
that regard? Has there been much research in the United States, for instance, in 
regard to this? Or would you follow the American practice to any extent? 


Dr. Barry: Mr. Grant tells me that he is not aware of any research being 
done in the United States in this connection either. 


Senator CARTER: You see we have been told by certain witnesses here that 
when they put up their packages they are thinking in terms of a number of 
servings. We have also been told that some of the packages we now have are not. 
economic for certain family units because, if they buy the larger package, which, 
is a cheaper and better bargain per ounce, it is not actually a better DeLee 
because they have more than they need and. they throw away the excess. 


Dr. Barry: It is wasteful, that is correct. 


Senator CARTER: So actually it is cheaper to buy the smaller package at the 
higher price. It should be useful, therefore, for someone to take the initiative 
and look into this problem. 


Dr. Barry: If I may interject something which is pretty relevant here, there 
are regional preferences here as well. I might illustrate this, not in canned goods. 
but in potatoes, where we have specific standard bag sizes for potatoes. I cannot 
quote the bag sizes right now, although Mr. Eardley could quote them for me, 
but, if you look at the variety of sizes, you might think that there are rather 
more than would be required. However, there are regional preferences here and 
the west, for example, will want to use a certain size of container, the east will 
want to use another. These are historical preferences. You will see from the size 
specifications, the weight specifications for potato bags covers a rather wide 
range, but not all are used in the same area. They tend to take into account 
regional preferences, you see. 


senator CARTER: Is your department concerned only with the physical 


aspects of the problem, or are you concerned very much with the food value that. 


goes into these containers? 


Dr. BARRY: Senator, in the wide range of products in which we have 
authority over container sizes and marketings, these are products with which we 


are associated in a grading way and this has to do with quality. So in that respect. 
we are, Sir, yes. 


Senator CARTER: Would you agree that the quality of potatoes, to use that 
example, may vary because they are graded on size or something of that nature, 


but that the food value may be identical regardless of whether the grade is 
choice or fancy? 


Dr. Barry: Oh, yes, this may be right, sir. Mr. Williams has drawn to my 
attention that our consumer section does put out publications which indicate and 
describe the relative food value of different grades in relation to food grades. 


Mr. WILLIAMs: If I might interrupt, they will, for example, say in their 
publications that if the housewife wishes to have peaches for dessert, where the 
appearance of the peach is of importance to her, she doubtless should choose 
fancy quality. If, however, she wishes to use peaches for dessert in some type of 
pudding or something of that nature, she should choose standard quality because 
the nutritive value of the two is essentially the same. We do put out information 
of this nature on a fairly consistent basis, describing the various uses for the 
various grades of the various commodities as related to their nutritive value. 
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Senator CARTER: Is that a sort of consumer educational program? 

Mr. WILLIAMS: Yes, by the consumer section of our production and market- 
ing branch. 

Senator CARTER: Do you have any preference for transparent containers 
over other types of containers? 

Dr. Barry: No. Basically, the transparent containers are more useful in 
letting the consumer see actually what she is getting. 

Mr. WILLIAMs: If I might interrupt, there are problems in connection with 
certain transparent containers. For example, there is the difficulty with tran- 
sparent containers for potatoes, that fluorescent lights in stores tend to make the 
potatoes turn green. There is a further problem with transparent containers for 
certain dairy products, where the fluorescent lights once again may cause oxida- 
tion and off-flavour at the surface of the product. But, other than that, there is a 
tendency on the part of the department to favour transparent containers over 
opaque containers. 

Senator CARTER: I think I have had my share of the time, Mr. Chairman, 
thank you. é 

Co-Chairman Mr. BASForD: Mr. McCutcheon. 

Mr. McCutcHton: Thank you, Mr. Chairman. I have just one question 
regarding the Canada Agricultural Products Standards Act, Part II, Section 5 (1) 
(a) importation into Canada. Rumour has it that we are going to be faced with 
the prospect of importing butter into Canada. Will your department have the 
authority to see to it that imported butter going onto the shelves of our retail 
stores will be properly designated as coming from, for example, New Zealand, 
South America, and so on, for the education of our consumer? 

Dr. BARRY: Mr. McCutcheon, in our legislative authority we do not require 
the designation of the name of the country of origin on, for example, pound 
packages of butter. However, all butter sold in Canada must be graded with a 
Canadian grade name. If any butter is imported, it will be subject to that 
requirement and will have to be graded according to Canadian standards. 

_ We do not require that the individually-wrapped pound of butter show the 
name of the country of origin on it. 

Mr. McCutTcuHeon: If butter is imported in here by the ton and is then 
repackaged by one of our packers, the Canadian housewife could assume that she 
was eating Canadian butter and having regard to the program which the 
Government has instigated for the help of the dairy industry, this could result in 
another black eye for that industry. That may well be a little out of context, but 
we are talking about consumer education too. 

Dr. BARRY: I would not have thought our butter promotion would receive a 
black eye. As I said, this butter would have to be graded as Canadian butter and 
would have to meet the specifications if sold as No. 1. I would not think the sale 
of any imported butter would result in butter being sold which would turn the 
consumer against butter. 

Mr. McCutTcHEon: I think you misunderstood my contention here. The fact 
is there is considerable feeling amongst our city people that the Government is 
spending money to subsidize the dairy industry here, and I feel that if we are to 
protect the producers and the consumer, and this is very vital, and if our dairy 
program is not working for the benefit of the consumer they should know that 
they are eating imported butter. I think this has a bearing on the cost. 

Dr. Barry: I presume that while the individual package would not be 
identified with a stamp showing the country of origin, if and when butter is 
imported that fact would be rather well publicized and the public would know 
this is happening. At this stage may I deal with a matter of the principle 
involved in this; it has to do with the total matter of international trade in 
agricultural products. 
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We as a country which depends extensively on exports of agricultural 
products like to feel that when our commodities go into foreign markets there 
are no restrictions and no actions taken against them which would inhibit or 
restrict our markets. There is periodic agitation, for example, for the marking of 
meats with the country of origin for the purpose of discouraging consumers in 
any country from buying imported goods. If this became very widely followed in 
other countries which are important to us in export markets, it could have an 
adverse effect on our export business in agricultural products. Our philosophy 
has been that products should flow freely, so far as trade restrictions permit, and 
that so long as they comply with the standards, and this is in our own interest in 
foreign markets, that there should not be any rather deliberate effort to discour- 
age their use and to discourage the use of foreign products. For example, we 
have a very substantial interest in our meat sales to the United States, and there 
is periodic agitation there and periodically some action at state level to require 
the marking of imported meats with the name of the country of origin. Any 
restriction of this kind can have an adverse impact on our export business. We 
try to resist this in other markets, and coming into Canada we try to maintain 
the same principle. 

Mr. McCutTcHEON: Your answer is fine, but I cannot understand the logic 
why we as Canadians should not be proud to have “made in Canada” on our 
products to the United States. I cannot understand why other countries sending 
products to Canada should not be proud to mark, for example, ‘Made in New 
Zealand” on their products. 

Dr. Barry: I agree with you completely that we should be proud to mark 
our products “Made in Canada.” However, I will ask Mr. Williams to deal further 
with this. 


Mr. S. B. Williams, Assistant Deputy Minister, Department of Agriculture: I 
think there is what I might call a trade difficulty here. I am not speaking 
specifically of butter but of all commodities. Let us take, for example, the case of 
meat going into the United States at the present time. They have from time to 
time requirements laid down by the United States Government itself in respect 
of the marking of imported meats. The difficulty is not that we are not proud to 
have our meat called Canadian, because many of our products down there 
receive very high support and are accepted widely. Canadian back bacon, for 
example, sells at a premium and Canadian cheddar is well received down there. 
The difficulty arises when you get into the question of manufacturing or process- 
ing because their requirement is that all containers used for this meat, when it 
goes from the processing plant to the retailer or retail outlets, and further on in 
the retail outlets, must carry the designation of the country of origin. The effect 
of this is that meat packers, for example, are required to maintain a very large 
inventory of packages marked in different ways, or labels marked in different 
ways. The same thing applies in the retail store. In a situation like this the 
packer or retailer may say ‘This is too much bother for me; I am not going to 
carry all these designations. I may be caught on this—just give me American.” 
This is why our cattle is sold and shipped to the United States live and then is 
slaughtered there because the meat is then considered to be a United States 
product so far as their law is concerned. It is difficult for our people to trade in 
carcass beef because of this impediment to trading. Let us take, for example, the 
trimmings. Legislation in certain countries require that products be marked with 
the country of origin. There are trimmings which go into various meat products, ~ 
and the law requires this meat to be marked as coming from the country of 
origin. This means that within the plant they must segregate the trimmings and 
Reena segregated, and they find they are unable to do business efficiently on 
this basis. 
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Mr. McCutTcHEon: If we import butter into this country will it be repack- 
aged here? 

Dr. BARRY: Yes, sir. If we import it here it will come in in bulk containers. 

Mr. McCutTcHEon: And then it will be wrapped as a “York Farms” product 
or something like that and there will be no marking of the country of origin? 

Dr. BARRY: No. 

Co-Chairman Mr. BASForD: Senator Thorvaldson? 

Senator THORVALDSON: I have one question. I want to ask about the sanitary 
methods in connection with products coming in from foreign countries, such as 
butter. Who knows if the product is produced under sanitary conditions? Is 
anything being done by Canadian importers to ensure this? 

Dr. BARRY: I will ask Mr. Goodwillie to answer this. 


Mr. D. B. Goodwillie, Director of Dairy Products Branch, Department of Agri- 
culture: We require a certificate of purity from the exporting country on butter. 
We require this before it comes in. Then it is repacked at the port of entry 
before it is sold in Canada. However, we should keep in mind that we have 
only imported butter twice in the last 25 years. 

Co-Chairman Mr. BASFoRD: Senator O’Leary. 

Senator O’LEARY (Antigonish-Guysborough): I am going to continue on the 
question of butter for the moment. You say we have imported butter once in the 
last 20 years. When was that? 

Mr. GOODWILLIE: 1951 and 1956-57. 

Senator O’LEARY (Antigonish-Guysborough): To your knowledge, have any 
of the processors, the people in the business, at any time used a combination of 
our own storage butter, imported butter and, let me call it, fresh butter, the third 
category? 

Mr. GoopDWILLIE: Well, butter, whether imported or domestic, is very often 
blended or re-worked with Canadian fresh or storage butter. This is the difficul- 
ty in making the country of origin. 

Senator O’LEARY (Antigonish-Guysborough): Dr. Barry, Mr. Williams, 
judging by his remarks when he was using beef as an example, apparently you 
want to maintain some form of standardization in grades, for example, and I 
could go back to Mrs. MacInnis’ question about confusion in the mind of the 
consumer. She took the instance of corn. I do not believe all the committee 
members are aware, and I am not too clear myself, of the 14 and 15-ounce 
situation. I believe I am correct in saying we still have some 15-ounce corn—not 
necessarily vacuum pack—on the market. 

Dr. BARRY: Right. 

Senator O’LEARY (Antigonish-Guysborough): Is there not a_ cut-off 
date—perhaps January, 1967—-when we are going to have one size corn and the 
consumer will know that is it? 

Mr. GRANT: No. If you will refer to Table I, Schedule C, on page 148, you 
will note that where we prescribe the 14-ounce can for vacuum pack the 
dimensions are 307 x 306; whereas the can that is used for cream style corn is the 
300 x 407—it is the taller container. 

There is an amendment to these regulations that has been enacted by Order 
in Council, but the amendments have not yet come forward from the Queen’s 
Printer. They will change the 300 x 407 container, which will henceforth be 
designated as 14 fluid ounces and not 15. 

Co-Chairman Senator CROLL: One supplementary question. The 307 x 306 is 
the only one of its kind on Table I, as I see it. 

25225—2 
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Mr. GRANT: That is correct. 

Co-Chairman Senator CROLL: I understood Dr. Barry to say it was similar to 
many others and was a commonly used one. 

Dr. Barry: I do not recall saying that, senator. 

Mr. URIE: Did you not say, Mr. Grant, that was a size of can in common use? 
That is one of the reasons you gave for the retention of the 14-ounce can. 

Co-Chairman Senator CROLL: I think perhaps he said the manufacturer had 
not stopped using it up. 

Mr. GRANT: Vacuum-pack corn is a relatively new product. At the time they 
started packing it, due to the processing, it requires a different shaped container 
than the one used for cream-style corn. In other words, the cream style one was 
tried and did not work out satisfactorily due to the process required. There was a 
container on the market, not being used in Canada but in the United States for 
various products, and this container was adaptable to the vacuum-pack process. 
This is the container that was used, and this is why it is designated 14-fluid 
ounces. 

Mr. UrieE: Thank you. 

Senator O’LEARY (Antigonish-Guysborough): Thank you for that explana- 
tion. A larger area of confusion to me, and I presume you are attempting to make 
efforts in the direction of clearing this up all the time, is in the grades. I know we 
were speaking of containers first thing this morning but were always using the 
phrase “with a graded, product.” 

I am going to take, for example, the butter which we were speaking of and 
where we have Grade 1 and Grade 2, for example. Then we find that pertains to 
quality. Then we find that in the case of pears, as witness Gerber told us, they 
have Grade 1 and Grade 2 pears, and this pertains to size. In eggs we say Grade 
A large. In pears we say Grades 1 and 2, and this pertains to size and not to 
quality at all. Is there not confusion here? 

Dr. Barry: Senator, this question of standardization of grade names among 
different commodities has been a rather hot one for a great many years. The 
grade names that are now in use for the various commodities originated many 
years ago at the outset of the grading procedures for those commodities. 

You can get two philosophies on this. One is obviously that if you use a 
numerical or alphabetical grade anything below a No. 1 or letter A carries the 
implication of being suspect when, in fact, it may be a second grade but may not 
be quite as inferior as the use of a numerical or alphabetical designation would 
apply. It is for this reason that in some commodities, such as in fruits and 
vegetables and their products, the terms Fancy and Choice have been used. 
There has been an understandable reaction that these often are not descriptive. 
How do you describe what is a Fancy, what is a Choice and what is a Good? This 
1s an area that has concerned us a great deal, and I can only say to you, Sirait is 
one in which we are rather actively involved now internally in trying to work 
our way through it, but we still have the situation where we have this variety of 
grades to which you refer. 


Senator CARTER: May I ask a supplementary? 

Co-Chairman Senator BASForD: Yes, Senator Carter. 

Senator CARTER: Would it not be possible to have letters for quality and 
numbers for size? Then you would be giving the quality and the size. 

Dr. Barry: I was just inquiring, senator, with reference to your reference to | 
Grades 1 and 2 in pears meaning size. This is a processing designation; it does 
not appear on consumer packages. ) 

Senator O’LEARY (Antigonish-Guysborough): This is correct, but it fooled 
me completely when I saw it in their brief. The answer to my question was that 
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you would like to get more agricultural products aggregated under a label which 
is more easily identifiable? 

Dr. Barry: We would like to bring it to a situation where we have more 
uniformity in grade designations, yes, sir. 

Senator O’LEARY (Antigonish-Guysborough): Finally, a question about 
potatoes. To me this is an area of confusion, and I presume provincial regulations 
have quite a lot to do with the sale of potatoes in the retail stores. 

Mr. WILLIAMS: Particularly in this province. 

Senator O'LEARY (Antigonish-Guysborough): Perhaps this is where I find 
the difficulty. In other words, Canada No. 1 potatoes is the normal grade and that 
one label applies in Ontario, New Brunswick, or P.E.I. This is what we see in the 
stores, but we know nothing about the breed of this potato when we purchase it. 
It might be one of the best qualities of P.E.I. potatoes or one of their smaller, soft 
commodities. 

Dr. BARRY: We do not require the variety to be shown on the package. 

Mr. ALLMAND: Mr. Chairman, I was reading these regulations for a while, 
and I might ask a question that was asked already, and if I do, please rule me out 
of order. 

What about glass containers? Could you give a reason why these are not 
included under these regulations? 

Dr. BARRY: We do include glass containers. 

Mr. ALLMAND: I am looking at page 148, and following, in the schedules, and 
I see that these seem to apply only to metal containers. 

Dr. Barry: If you turn to page 11 of the green book you will see that section 
23 provides: 

The actual volume of glass or other types of containers not made of metal 
shall be equal to the actual volume of metal containers for the various 
products set out in Table I and Table III in Schedule C. 


Mr. ALLMAND: I see, so that glass containers must be of the same size as the 
metal ones? 

Dr. Barry: The same volume—not the same size but the same volume. 

Mr. ALLMAND: The same volume? 

Dr. Barry: Yes. 

Mr. ALLMAND: My second question is in respect of imported products. Do I 
understand correctly that they do not have to follow these volume and size 
designations? 

Dr. Barry: They have to be the same. 

Mr. ALLMAND: So imported products have to be the same too? 

Dr. Barry: Yes. Now, let me put in a small caveat there. There are some 
specialty products in the meat field, I think, and also in the fruit and vegetable 
field—and perhaps Mr. Grant could name a few of them. They are specialty 
things for which we do not have a container size. 

Mr. GRANT: If it is a product for which we in these particular regulations 
prescribe a grade—you will notice that further on in those regulations there are 
other classes of products for which we do prescribe containers and for which we 
prescribe a standard of identity—if it is not in either of those classes of 
products then we do not require standard containers. For example, passion fruit 
salad is one thing that comes in. We do not prescribe standard containers for this. 
In the West Indies they have a type of pea which is entirely dissimilar to the 
garden pea that we have here. They call them pidgeon peas, and for these we do. 


not require a standard container. 
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Co-Chairman Mr. Basrorp: I take it that passion is unlicensed, then. 

Senator THORVALDSON: I have a supplementary question. I notice that a great 
deal of marmalade and jam is imported from the United Kingdom. I am thinking 
of such items as Robertson’s marmalade. Do we get that commodity in the same 
container that is used for the home market, or would that be in a different 
container? Is it in a container that complies with Canadian law, or is this an 
international situation? 

Mr. GRANT: With respect to jams and jellies we do prescribe the volume of 
the container that shall be used. You will find that listed in the large document 
page 151, in subsection (14) at the bottom of the page. Any imports of jams, 
jellies, or marmalades must be in a container of one of those prescribed volumes. 

Co-Chairman Senator CROLL: The first one is 24 fluid ounces. What is that 
size used for? Is that a particular restaurant size? 

Mr. GRANT: This is meant to cover the little individual portions you get in 
restaurants and on ’planes, and that sort of thing. 

Co-Chairman Senator CROLL: You mean 24 ounces? 

Mr. GRANT: We will permit 23 fluid ounces or any amount under 2% fluid 
ounces. 

Co-Chairman Senator CROLL: Yes, we get the under. 

Dr. Barry: Mr. Chairman, I wonder if I could make a point here that might 
be of interest to the committee. This whole matter of packaging, marking and 
grading, and different standards within different countries, causes some consid- 
erable confusion and concern. We are always annoyed on our side in Canada 
when we want to export a product in one of our standard containers to another 
country, and then find that their requirements vary from ours. We have to make 
a judgment as to whether it is worthwhile to put up the product in containers of 
their specification. Similarly, when we require, as we do, that an imported 
product must meet our specifications then the exporters in the country of origin 
are concerned as well. 

Your committee might be interested to know that there is some effort being 
made—and it is showing some element of success—towards resolving some of 
these differences, and in arriving at more standard specifications internationally, 
so as to avoid these difficulties in trade. 

This is being done in two areas. It is being done by a committee under the 
O.E.C.D., and by an organization known as the Codex Alimentarius which is set 
up by the F.A.O. and the World Health Organization. These bodies are working 
in the same direction. So, there is this international effort towards arriving at 
some harmonization of requirements of the different countries so as to alleviate 
the difficulties that arise for all those in international trade. 

Co-Chairman Mr. BasrorpD: What is the thinking of the Department towards 
getting into the metric system? 

Dr. Barry: The Department officially has no views. 

Co-Chairman Mr. BasrorpD: What are its views unofficially? 

Dr. Barry: As an unofficial comment I will say that I think that in many 
ways in respect of agricultural products we are so closely interwoven with some 
of our major customers that a change would be difficult. I am thinking par- 
ticularly of the United States and the United Kingdom, but the United Kingdom 
is thinking this way as well. 

Mr. ALLMAND: Have you ever considered regulations, or do you have any 
regulations, with respect to these food mixes in prepared containers, and so 
forth? Is there any regulation or examination of these types of food? 

Dr. Barry: That, I would think, would come under Meat Inspection. 
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Dr. C. K. Hetherington, Director of Meat Inspection, Health of Animals: 
There are no standard sizes set for these products. Poultry pies, chicken pies and 
beef pies invariably fall into the 8-ounce category. Some firms have manufac- 
tured 1-pound pre-frozen pies. T.V. dinners invariably fall into the 11 or 
12-ounce category. 

Mr. ALLMAND: Is there a grading of these products as to fancy or choice 
quality? Does that sort of grading apply to these things? 

Dr. HETHERINGTON: There is no grading whatsoever. 

Dr. BARRY: But there is with respect to the composition? 

Dr. HETHERINGTON: Yes, in respect to a poultry pie or a beef pie the meat 
content is minimum to the extent of 14 ounces of cooked meat in an 8-ounce pie. 

Mr. ALLMAND: I see, and you have inspections from time to time? 

Dr. HETHERINGTON: Yes. 14 ounces of cooked meat, of course, would be 
converted back to roughly 3 ounces of raw meat. 

Mr. ALLMAND: What about fresh fruits and vegetables—is there any regula- 
tion as to grading with respect to them? Many consumers complain that when 
they go to a supermarket and buy these packed tomatoes, and so forth, the ones 
on the top are all nice and red and good looking, and underneath there are green, 
rotten and soft tomatoes. 


Mr. E. Eardley, Director of Fruit and Vegetable Division, Department of 
Agriculture: Yes, sir, there are regulations for some 30 fruits and vegetables of 
the kind grown in Canada. These are inspected—not all, but there are three 
areas at which these are inspected from time to time. A fairly large percentage 
of them are inspected at the time of shipment. Our inspectors at distribution 
centres such as Ottawa, Toronto, Winnipeg, etc., do carry out administrative 
inspections at the wholesale level as well. Then there is a retail inspection that is 
carried out at the retail level in some twelve cities across Canada. One of the 
problems that—I presume you are talking about a 6-quart basket, or something 
of that size? 

Mr. ALLMAND: Sometimes in the supermarkets you get 10 or 15 tomatoes, let 
us say, in a little cardboard package with cellophane over it. My question is: Do 
you have regulations that require the people who pack tomatoes, peaches and 
things like that, in these cellophane-enclosed packages to have a good product? I 
ask that because these can be deceiving. I bought some last week and every 
one at the bottom was green, but they were all beautiful and red on the top. 

Mr. EARDLEY: Were these in one of these, what we call, boats with a shrink 
wrap? 

Mr. ALLMAND: That is right. 

Mr. EARDLEY: This does happen. 

Mr. ALLMAND: Is there a regulation forbidding that sort of thing? 

Mr. EARDLEY: The regulation regarding maturity of tomatoes applies only at 
the time of actual packing because always—and it does not take too long under 
these lights—the tomatoes in the top layer ripen faster than those underneath. 
The ones you bought may or may not have been actually packed in the store 
where you purchased them. Very often, they are packed by a service wholesaler, 
and then delivered to the store. But, I do not think they actually try to put the 
green ones on the bottom. I do not know whether— 

Co-Chairman Senator CROLL: Well, they never put them on the top. 

Mr. EARDLEY: They do ripen—if you get a 6-quart basket you will find this 
ripening more pronounced. You can get a 6-quart basket that has been packed 
for three of four days, and in respect of which the maturity of the tomatoes was 
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the same when they were put in. They can be fully ripe on the top, with a 
percentage still ripe lower down. 

Mr. ALLMAND: One sometimes finds the ones underneath bruised and soft 
and on their way to rotting, whereas the ones on top will be very attractive. 


Mr. EARDLEY: This is the varying type of produce in the retail stores that 
this section of the department is having constantly withdrawn from sale. We do 
not profess to get them all, but we get a very large percentage withdrawn if they 
are in that condition. 

Mr. ALLMAND: And is there a regulation which tries to prevent that sort of 
thing, and is there a sanction if it is done against the regulation? 


Mr. EARDLEY: Let us be very clear with the committee first. Specifically 
dealing with tomatoes, do we have any authority with respect to quality of 
tomatoes sold in retail stores unless they are graded in grade name; that is the 
first point. No. Our authority only applies if they are marked with a grade name. 
The requirement that they must be marked with a grade name within the 
province is outside of federal jurisdiction. This must be a provincial require- 
ment. 

I referred at the outset to eggs, where all eggs are sold with a standard 
grade name, because all provinces require that all eggs sold within the province 
must be graded with a grade name. But I think we must be clear to the 
committee that we only have authority to deal with any product in a retail store 
with respect to quality if it is marked with a grade name. 

Mr. ALLMAND: My other question is this. You have regulations here, I 
presume, that have requirements with respect to the amount of actual pieces of 
fruit or vegetable, as compared with the amount of juice. In other words, if you 
have standard tins of peaches, let us say, is there any regulation in this connec- 
tion? 

Mr. GRANT: No, sir. We do not prescribe the number of pieces of peach, but 
we do have requirements for the drained weight of fruits and vegetables, and 
those are in the regulations starting at page 152. 

Mr. ALLMAND: Often one gets complaints by consumers. They say, ‘“‘We don’t 
want to buy the juice, we want to buy fruit.” They complain that they get very 
few pieces of fruit in a can compared with the amount of juice; but you say this 
should be regulated? 

Mr. GRANT: There is provision for minimum grade weights here. We also 
make provision for what you refer to as pieces. We limit the amount of trim- 
ming, depending on the grade that is declared of the product. 

Co-Chairman Mr. BasrorD: May I ask a question relative to that? These 
figures seem rather high to me. If you take an ordinary can of peas, say 15 
ounces, I take it it contains 54 ounces of water, which is over a third water. That 
seems very high to me. That is almost as bad as the whisky we buy. 

Mr. GRANT: Let me take peaches, for example, which the gentleman referred 
to a moment ago. Peaches at the canning factories—these weights that have been 
arrived at here are arrived at so that when the peaches are filled in at the 
canning factory the fruit will be to the top of the can, but not much above it, 
because through the closing machine the fruit would be crushed. The actual 
number of peaches in a tin will vary, of course, quite considerably with the size 
of the peaches. I happened to be down in the Niagara peninsula this fall when 


they were canning peaches. Normally in a 20-ounce tin you will get four to five. 


peach halves. This year on account of the drought down there the peaches were 
all very small and they were having to put in seven to eight peach halves to fill 


the tin. That is also tied to the fact of the grade weight requirements, not to the 
peach halves themselves. 
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Co-Chairman Mr. BasrorpD: But to go back to peas. Is that the least amount 
of water you can have in them? 

Mr. GRANT: That is correct, sir. When you fill a can with peas there is still an 
awful lot of air space, and this is the space that is filled with the brine. To fill a 
can with peas you would have to crush the peas. 

Dr. Barry: Just a moment, Mr. Grant, the Chairman asked if the amount of 
water in there was the minimum amount. Actually, it is the maximum, is it not? 

Co-Chairman Mr. Basrorp: They must have 94 ounces of peas out of a 15 
ounce tin. 

Mr. GRANT: Yes, and normally it takes up this brine, it still takes that 
amount of water for the air space. 

Mr. ALLMAND: What would happen if you had a can without brine to fill up 
the space? 

Mr. GRANT: With the oxygen that would be in there the flavour would very, 
very quickly be destroyed. Another point, on the matter of processing and 
sterilization, the amount of heat you would have which would apply to it in a 
length of time, you would have a complete mush. 

Mr. ALLMAND: You have taken a long time to arrive at that answer to the 
question. One final question. We had cereal people here, and people that pack 
various sorts of things, and there have been complaints about sizes of packages 
too. Have you ever considered grading the packages, say of breakfast cereals or 
soaps, and other things derived from agricultural products? 

Dr. Barry: No, sir. As I pointed out, the products that we can cover legally 
under the act are those defined as an agricultural product in section 2A, and 
these are the products which historically we have been involved in grading. 
Now, we have never been involved in grading of packaged cereal products or any 
cereal products. I make the reservation there that the Board of Grain Commis- 
sioners are involved in the grading of cereals per se, but there is no grading of 
cereal products. Those are highly processed products and would not lend them- 
selves to grading. By virtue of the definition as it now stands we have no 
authority as to container size of these products, and there is no kind of regulation 
for these items. 

Mr. ALLMAND: I presume if the act were amended there would be no 
difficulty in grading and inspecting these things just as you do present products? 

Dr. Barry: Mostly our grading is associated with actual raw products or 
processed raw products. I would rather hesitate on behalf of the department to 
grade cornflakes, for example. 

Mr. ALLMAND: What have you to say with regard to container sizes? 

Dr. BARRY: Well, the container sizes are a different item, sir. I am not a legal 
authority and I would hesitate to be firm on this, but theoretically I would think 
that if cereals were included in the definition of “agricultural product” under the 
act in section 2A, that under section 5 of the act we could specify container sizes 
for a product moving into interprovincial trade. I think that would be the 
sequence. 

Mr. ALLMAND: Thank you. 

Co-Chairman Mr. BASrorpb: Dr. McGrand? 

Senator McGranp: I have two questions going back to packaging and 
canning. You mentioned page 148. There has been a tendency to suggest that the 
canners are using different types of cans and packages, perhaps for some ulterior 
motive. Does your department exercise control or direction over the type of 
packaging or canning that is used, or are the canners and packers free agents in 
selecting the type of package and can that they use? 
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Dr. Barry: They must pack the canned goods-in one of the containers 
specified on page 148, sir. They cannot pack them in any other size of container 
or in any other dimension of container. 

Senator McGRANp: And they can select their own size of package? 

Dr. BARRY: Only within this range or size. 

Senator McGrAnp: There has been evidence presented here that in some 
cases the can costs more than its contents. Is there any prospect of a less 
expensive can without damage to the quality of the contents? 


Mr. GRANT: There is a lot of research being done in this direction. At the 
present time there is nothing on the market that will replace the metal container 
for processed foods and vegetables. 

Senator McGRAND: Who is doing that research? 

Mr. GRANT: It is being done mainly by the can manufacturing companies. 


Mr. URIE: You advised the committee that standardization of cans really 
started in 1940 under wartime regulations. From the tables I, and III here it 
would appear that basically there are six sizes of cans. Were those sizes—or how 
many sizes—were prescribed under the initial regulations issued during the 
wartime steel control? 


Dr. BARRY: I cannot. answer that. 


Mr. GRANT: I could not tell you exactly, sir. It was somewhere in the 
neighbourhood of 20. But I could provide you with that information. 

Mr. URIE: Are those sizes of cans, in Tables I and III basically the same as 
were prescribed under the regulations during wartime? | 

Dr. Barry: Except that, as Mr. Grant said, at that time the regulation 
covered about 20. 

Mr. Grant: If you go through the list very carefully you will find more than 
SL 

Mr. URIE: Yes, but I said “basically 6”’. 

Mr. GRANT: Basically these are the sizes that were prescribed during war- 
time. 


Mr. URIE: That is, the 10, 15, 20, 28, 48, and 105 -ounce sizes. Those are 
the six basics but of course there are variations? 


Mr. GRANT: Yes. 


Mr. URIE: Why do you have two different sizes of 15-ounce cans for fruits, 
sugar syrup and vegetables; and in the 6-ounce size you have fruit and vegetable 
juices—different sizes and outside measurements. 


Mr. GRANT: The two different dimensions of 15-ounce can were prescribed 
for the type of products for which they were used. The can with the wide 
dimension was prescribed because at that time pineapple was imported into 


Canada raw and canned here and they needed a larger diameter than the other 
15-ounce can. 


Mr. URiE: If that was the case, why could it not have been reversed? One of 
the basic complaints which appears frequently, in evidence tendered before the 
committee and in correspondence received, is that there is a proliferation of 
sizes. If you have to have a larger can, for pineapple, and if there is sufficient 


demand for pineapple, why do not all other cans be made of that diameter, 
rather than have two different diameters? 


Mr. GRANT: I am not sure that I can give you the exact answer to that, 


because as I say these sizes were carried through since wartime. 

Co-Chairman Senator CROLL: That does not follow from his question. He 
gave you Six normal sizes that have carried through. There is no question about 
that. If you look at pages 48 and 50 you find there certainly appears to be a 
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6-ounce size, and then there is a 5-ounce and an 8-ounce. These are recent 
innovations. 

Co-Chairman Mr. BASForD: Mr. Grant said there were five or six basic sizes, 
but 20 sizes altogether. 


Co-Chairman Senator CROLL: Later on during the evidence I think Mr. 
Barry indicated that these new sizes, the 6-ounce and 5-ounce, came more 
recently as a result of requests by the manufacturers and as a result of his logic 
that it should be so, and as I understood Mr. Barry to say. 


Dr. BARRY: I was referring to pork and beans specifically, but the same thing 
applies here. 


Co-Chairman Senator CROLL: Very well. 


Mr. URIE: There are two sizes of 15-ounce pork and beans. Why are there 
two? I am not blaming you, Mr. Grant. I am just wondering why? 


Mr. GRANT: This was simply so that the manufacturers would be able to use 
that container which, they had in inventory, and not have to carry large invento- 
ries of both sizes. 


Mr. UrieE: But surely packers of pork and beans are not likely to be 
also—not necessarily, anyway—packers of pineapple? 


Mr. GRANT: A good many of them are. As a matter of fact, a lot of the people 
who pack pineapple are packers of the other. 


Mr. URIE: Why not have a single can for all purposes. Surely for the 
consumer it is easier and for the manufacturer also. 


Dr. BARRY: We are not providing very suitable answers to these questions. 


Mr. URIE: It comes down to this, that it is not as a result of a demand by the 
consumer but as the result of the demands that the industry has made, that you 
have agreed to the various sizes? 


Dr. Barry: This appears to be so and it may be so. I am not sure of the real 
reason at the moment. I would like to observe that while there are some 
discrepancies of this nature in here, I think that in this particular area at least it 
has to be recognized that the specification of these container sizes has changed 
very materially a situation which existed before the war, with over 100 of these 
container sizes. There is a specific area of progress, even though there may still 
be some discrepancies. 


Mr. URIE: Would you say that these discrepancies are under continual 
investigation by your department and that you get representations from con- 
sumer associations and others that there probably should be a further limiting? 
Or is your communication basically only with industry? 

Dr. Barry: It may be that is because we had assumed that we had standard- 
ized the fluid content. The tins are labelled to show what the fluid content is. It 
could have a slight variation. I would presume that the standardization had been 
effected in the fluid content. Whether there is any difficulty in having two 
different sized cans with the same fluid content, I do not know. 


Mr. Urite: From what can be observed and was given in testimony here, 
there is probably more confusion between sizes than there is in the content. The 
average person does not even look at the content of the package, but at the size 
of the package in contrast to another. It is in this area that investigation is 
important to this committee. Originally, I was asking you in connection with 
your additional canned sizes arising as a result of representations being made by 
the industry. I asked the question as to how you verify the apparent representa- 
tions of industry that there was a demand for different can sizes. Have you 
anything further to say on that? 


Dr. Barry: No, nothing to add to what I said before, that in our judgment 
this was the logic of it. 


1342 JOINT COMMITTEE 


Co-Chairman Senator CROLL: We have a research council in Canada. Is 
there anyone to whom you could refer this for a research opinion? 


Dr. Barry: I do not think the National Research Council per se engages in 
research with respect to consumer requirements or consumer needs. They are 
more in the area of physical research. 


Mr. Eardley left the room to verify one point for you, relating to a question 
by Mrs. MacInnis, as to the persons served or the value of different sized tins. 
We have verified that the nutrition division of the Department of Health and 
Welfare have a publication, “How to Plan Meals”, in which they attempt to 
break down the numbers of servings in various sized tins, as a guide in this 
connection. For example, one illustration that Mr. Eardley received was a 
20-ounce tin of fruit or vegetable juice designed for four or five servings. This 
type of information is contained in that publication. I realize that that is not 
completely relevant to your question, sir. 


You asked how we verify that there is, indeed, a consumer requirement for 
any change of specifications which may be requested of us by an industry. I 
cannot say that in the past we have had a formal means of checking this. There 
are many things we do in which the Consumer Association have an interest or an 
objection. If they have an objection, they certainly draw it to our attention, you 
know. We are hopeful of setting up a more formal and better liaison with 
consumer groups to help us in this connection. I can certainly say that, sir. 

However, we have no formal consultation procedures in this respect. 


Mr. URIE: May I ask Dr. Barry or Mr. Grant whether the canners in 
particular are still seeking, from time to time, further variations in can sizes? 


Mr. GRANT: In the last four years we have only had a request for one 
additional size. 


Mr. URIE: How was that request disposed of? 
Mr. GRANT: It was accepted. It was a size for junior foods. 
Mr. URIE: Who made the representations there? 


Mr. GRANT: The manufacturers of baby foods. It was made through the 
Canadian Food Processors Association. 


Co-Chairman Senator CROLL: Do you mind if I ask a supplementary on this? 
On Table III, on page 150, there are two volume designations for instant and 
junior foods. They are four and three-quarter ounces and eight ounces. Can you 


explain the four and three-quarter ounce size, which seems to me to be an 
unusual size? 


Mr. GRANT: The four and three-quarter ounce size, sir, is what is called an 
infant food serving, and the eight-ounce size is intended for children who are 
slightly older and require a larger serving. It is called the junior food size. It is 


intended for children between the very young stages and the stage where they 
start to eat ordinary food. 


Co-Chairman Senator CRoLL: I quite appreciate that, but why four and 
three-quarter ounces? 
Mr. GRANT: I could not tel] you why, sir, other than that I assume, when 


that particular size of can was introduced, it was one being currently manu- 
factured. 


Co-Chairman Senator CroLu: Then we get back again to this question: are 
the people who are manufacturing the goods designating the size of cans or are 
we designating the size of cans? Do the manufacturers say, “This is the size of 
can we want to fill,” and do you then say, “Fine. If you are manufacturing that 
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size, that is what we will use.” If so, that is not the purpose of the exercise, as I 
understand it. 


Mr. GRANT: Well, if I may attempt to answer that, sir, originally, when the 
sizes were selected in 1940, between the industry and the department certain 
sizes were agreed upon which would give the consumer reasonable choice as to 
quantity of purchase, and those sizes were selected which were currently being 
manufactured so that the can manufacturers would not be put to the expense of 
changing their can manufacturing equipment. Those sizes have continued to be 
used since that date. 

Mr. URiE: Is the eight-ounce size of junior food the one which was added 
as a result of the request? 

Mr. GRANT: Yes. 

Mr. URIE: Before that there was only the four and three-quarter ounce size, 
is that right? 

Mr. GRANT: Yes. That was the original size. 

Co-Chairman Mr. Basrorp: I believe a previous witness explained that 
junior food have just recently come onto the market. 

Mr. UrigE: They were new when my 17-year old son was only one year old. 
They are not that new, therefore. May I ask a question relating to Table I again? 
I notice that the regulations have come up with a novel size tin, five fluid ounces, 
for mushrooms. As opposed to six fluid ounces for fruit and vegetable juices, this 
is the first time this size has ever been seen. Tomato paste and pork and beans 
also have been put up in six-ounce cans. How do they arrive at five ounces in one 
case and six ounces in another? Who determines what size the consumer wants? 

Mr. GRANT: You will notice, sir, that if you look at the one prescribed for 
mushrooms that it is the same container, 211, that is prescribed for pork and 
beans. 

Mr. Urir: That is right, but why is it different from the tomato paste at six 
ounces and fruit and vegetable juices at six ounces, which are 202 times 308? 


Mr. GRANT: Again, the type of product is not conducive to being packed in 
the six-ounce tin which has a very small diameter but which is a tall tin. This 
makes it very difficult to pack mushrooms in this tin, for example. 


Mr. URIE: You have a 202 by 314 size also under fruit and vegetable juices. 

Dr. BARRY: That is a much taller tin. 

Mr. Urte: Why do you have that tin? 

Mr. GRANT: The first figure gives you the diameter of the container. 

Mr. UriE: But why have a six-ounce container in two different heights? 

Dr. BARRY: They are for different juices. 

Mr. GRANT: That, sir, is an anomaly which is taken care of in the amend- 
ments recently passed. 

Mr. UriE: All right. Why is there a 13-ounce tin for tomato paste, which is 
the only one I have seen at 13 ounces? 

Mr. GRANT: This is correct. It is, as I recall it, the only 13-ounce size. Again, 
I cannot give you the answer as to why. It had been in the regulations for some 
time prior to my joining the department. I am not sure of the background. 

Mr. URIE: You will investigate that, will you? 

Mr. GRANT: I certainly will. 

Mr. URIE: I have just one other question, and it gets away from the cans for 
a moment. On page 160, Sections 2 and 3, you show the illustrations of the grade 
declarations to be indicated on labels, and there is a distinction between those 
products packed in Canada and those packed elsewhere. How does that distinc- 
tion meet with the observation made earlier by Dr. Barry, when he said that 
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there was no geographic designation on labels of products coming into Canada? 
That observation arose from a question dealing with butter. In fact, there 
obviously is a geographic designation. 

Dr. Barry: The question here is a little different from that which arose in 
connection with butter. You will notice that the first group of grades are called 
Canada Fancy, Canada Choice and Canada Standard. These have to do with 
product packaged in a registered establishment in Canada. The second group, 
Fancy Grade, Choice Grade and Standard Grade, has to do with products which 
are imported and sold in the original container. These products are not packed in 
Canada; they are imported in and sold in their original containers. 

Mr. GRANT: Yes, that is correct. 

Dr. Barry: In this case, since they are not packed and graded in Canada, 
the word “Canada” is not applied to the grade name. In the case of butter, I 
believe the question was more directly concerned with the name of the country 
of origin. Then name of the country of origin is not required here either, as I 
see it, on the grade name. The word “Canada”, since the product was not packed 
and graded in Canada, does not apply to it. 


Mr. URIE: It does indicate to an observant purchaser that one product is a 
Canadian-packaged product and that the other is not. 

Dr. Barry: At least with respect to the Canadian product it identifies it as a 
Canadian product; it does not identify the non-Canadian product as being 
non-Canadian. 

Mr. URIE: Well, it has that effect. 

Dr. Barry: It has the effect, if you understand the implications, yes. 

Mr. WILLIAMS: If I might interrupt, I think the point that I raised is that the 
concept here is that, if a product goes in that requires further processing, the 
trade difficulties associated with the further identification of that into trade 
channels are such that it could be almost a prohibition on international trade. 
Where it is moved in its original container, this does not happen. 

We are talking here about a grade designation. We cannot allow a country 
outside of Canada to apply a grade designation. I want to be clear on this. If they 
brought in peaches, for example, in bulk and then they were canned here, in 
other words, we were able to inspect them in Canada, I believe—and I am 
subject to correction here—that we would allow them to put the Canada grade 
on them because our graders could see them during the processing procedures. 
We would see them being processed in a plant. The same thing would apply to 
raw produce processed in this country. 

Where trade difficulties enter in is where the product comes in for further 
processing. Butter is a good example of this because you may have it reprocessed 
and consisting of one-third Danish, one-third New Zealand and one-third 
Canadian. 


Mr. UrIE: Then how can you be satisfied that the grade designation for an 


imported product in the original containers is the same as the grade designation 
in Canada? 


Mr. WILLIAMS: They are subject to inspection. 
Mr. URIE: Where? 

Mr. WILLIAMs: In Canada. The cans are inspected. 
Mr. URIE: On a spot check basis? 


Mr. WILLIAMS: Yes. And in addition to that our people are familiar with the ~ 


grading standards in the country of origin. 


Mr. URIE: And is the standard designation then applied on the label in the 
country of origin or here? 


Mr. WILLIAMS: Usually in the country of origin. 
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Mr. UrIE: Then how can you be sure that the standards in Australia, for 
example, are the same as here? 

Mr. WILLIAMS: By net results, and also by the fact that our people have 
knowledge of what they allow their people to do. 

Mr. URIs: If, for example, you open a dozen cans of peaches and you find 
that their standards of ‘‘fancy” are not up to ours, what would you do then? 

Mr. WILLIAMS: They would be placed in detention. And their people would 
have to explain the reason. Then they might be returned to the country of origin 
or they might be regraded here. If, for example, they were graded there as 
“choice” and then found not to be up to our standard they might be allowed to 
re-label them as “standard”. 

Mr. URIE: But does this ever happen? 

Mr. WILLIAMS: Oh, yes, it does happen. You may see this in the store where 
a lable has been marked with one grade and has been stamped over with another 
grade. It happens all the time. 

Mr. URIE: Is there a “substandard” label at all? 

Mr. WILLIAMS: In some commodities. 

Mr. URIE: In canned goods? 

Mr. WILLIAMS: Yes, there is in canned goods. 

Co-Chairman Mr. BAsrorpb: Mrs. MacInnis. 

Mrs. MAcINNIS: Dr. Barry, I would like to ask who has the authority to 
determine the weights and sizes of packaging for manufactured foods which 
come under the Department of Agriculture? 

Dr. Barry: The only authority we have with regard to manufactured foods 
is concerned with agricultural products. 

Mrs. MAcINNIS: Who else has that authority? 

Dr. BARRY: The Food and Drug Directorate have the authority at times and 
do specify that these containers must be marked with the contents and the 
weight of the contents. 

Co-Chairman Mr. BAsrorp: The food and drug people are coming before us 
too, Mrs. MacInnis. 

Mrs. MacInnis: Now I would like to ask about the consumer section. I think 
the whole discussion this morning about grades and sizes of cans has pointed out 
very definitely the need for the department getting a great deal more advice 
from the consumers and much less from the manufacturer than has been the case 
up to now. I would like to ask first of all when you Consumer Section was 
established. 

Dr. BARRY: I have been in the department since 1925 and my recollection is 
that there was a Consumer Section even then. I am not positive of this, but I 
think that is the case. 

Mrs. MacInnis: What are its functions? 

Dr. Barry: The functions of the Consumer Section primarily are to prepare 
and do investigation work on various methods of preparing foods, dishes and this 
kind of thing, besides publicizing these to housewives. I think you will notice in a 
great many of the women’s pages in newspapers that there is quite regularly 
information about recipes and the methods of using various food products put 
out by the Consumer Section. 

Mrs. MAcINNIS: Does the function include consumer research as to what the 
consumers feel about sizes or grades or other qualities of products? 

Dr. Barry: There is a bit of crossing over here. Our Consumer Section, I 
think I can say as a quite accurate generalization, keeps closely in touch with 
consumer groups and consumer associations. In addition, in our Economics 
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Branch we do quite a few studies on consumer preferences and consumer 
reactions. 


Mrs. MacInnis: Is there not then the danger of overlapping between your 
branch and the Nutrition Division of Health and Welfare and possibly some 
other departments? Is there any co-ordination there? 

Dr. BARRY: You had better explain this, Mr. Williams. 

Mr. WILLIAMS: The overlapping is kept to a minimum, I would say, because 
of joint membership in committees. There are advisory committees to the 
nutrition committee. The nutrition committee for example of Health and Wel- 


fare—we have people on it. I might state in regard to consumer preferences that 


so far as our Consumer Section is concerned, the section makes very extensive 
use of panels, taste panels, for a great deal of its work in connection with 
preparation of recipes, and its evaluation of new products and their usefulness to 
the Canadian housewife. For example, when dried potato flakes came on the 
market we had various tests made on the best way of using them and in this 
work, of course, we would use consumer panels. These might be recruited from 
the department or from other departments or from consumer associations to 
assist in the evaluation of these products. Another function is to assist the 
various commodity divisions in respect of grade requirements and to ensure that 
these grade standards which we promulgate and which change from time to time 
do have some basis or connection with consumer requirements. 

Mrs. MacInnis: This sounds like a sort of scattery approach to the consumer. 
Are these panels arranged in conjunction with consumer associations or are they 
taken out and demonstrated before women’s organizations at any time or is there 
a definite link with consumer organizations like C.A.C.? 

Mr. WILLIAMS: There is no formal link, but there is a very close link, 
however, with such organizations. 

Mrs. MacInnis: Has that affected the sizes of cans, for example? 

Mr. WILLIAMS: I do not think I can say specifically that it has, no. 

Mrs. MacInnis: Does your branch, when a matter of this kind comes up, 
communicate with the consumers’ organizations and say “Have you got the right 
size of cans?” If a manufacturer wants a size 5 can accepted, do you say to the 
consumers’ associations “What do you women think of adopting size 5?” 

Mr. WILLIAMS: Not of necessity. It might or might not be, depending on the 
problem. 

Mrs. MacInnis: On this size 5 or convenience tin—when it was coming up 
did your branch at the manufacturer’s ask for size 5? And did your branch 
1 a the Consumers Association of Canada, or did you think of this at that 
time? 

Mr. WILLIAMS: I am afraid I cannot answer that. 

Dr. Barry: I am afraid none of us know that precisely, but I expect the 

answer would be no. May I repeat something I said a moment ago and that is 
that we do propose to set up a more formal relationship with the Consumers 
Association or consumer groups in this connection. 
: Mrs. MAcInNis: May I probe for some other soft spots. When you get 
information or when you give information, as I gather you do get requests for 
information from consumers, is there any attempt to publish any of this or to try 
it out on other groups? Is there any attempt to publish consumer reaction any 
place or do you just bury it? 


| Dr. Barry: I would hope we would not bury it; I would hope we would deal 
with it but I would not think we would publicize it. 


Mrs. MacInnis: Do you have any periodical or any method of spreading 
information apart from the panels you referred to? 
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Dr. Barry: I mentioned earlier that material was sent to the press, television 
and radio. 

Mr. WILLIAMS: We have a regular publication. 

Mrs. MAcINNIS: Your Consumer Section was formed, you say, in 1925. What 
services has it developed since then? How has it developed since 1925? 

Dr. Barry: I do not want to be specific that it was formed in 1925. 

Mrs. MAcINNIs: Well, whenever it was. 

Dr. BARRY: I came to the department in 1925, and my recollection is it was 
there then. 

Mrs. MacINNIs: Can you tell me, say in the last 10 years, what new 
consumer services have been developed? 

Dr. Barry: They probably have been an enlargement or elaboration of the 
type of thing they have historically done. For example, we prepare TV scripts 
for distribution with the coming of importance of TV. I think it has been more in 
this direction, and also, as Mr. Williams mentioned a moment ago, in latter years 
we have relied much more than we did earlier in our consumer section on 
guidance under our commodity people with regard to grade standards and that 
type of thing. 

Mrs. MAcINNIS: Have you developed anything along the line of trying to find 
out what type of research is necessary to find out consumer desires? I gather 
manufacturers have done all this and made representations to your department, 
but has your consumer department done anything along the lines of finding out 
what the consumers themselves want, and research work along that line? 

Dr. BARRY: Could I check with Dr. Williams? I referred to our Economic 
Division doing surveys—we are searching for illustrations here, and our memo- 
ries are failing us a bit. Mr. Payne has reminded me of an illustration, a survey 
done by our Economics Division doing consumer surveys. Mr. Payne reminds me 
of one fairly recent illustration, that of a survey among consumers as to their 
preference for fat requirement in turkeys. Our grade standards for turkeys have 
historically required a lot of fat on them. We were uncertain whether this was a 
fad or something we thought ourselves should be, or whether there was a real 
consumer desire for this. This was done by our Economics Division in survey 
work rather than by our Consumer Section. 

Mrs. MAcINNIS: Would you think it would be feasible to have a research 
department with consumer representation on it and manufacturers, it you like, 
with a view to determining such matters as we have been talking about this 
morning—the still chaotic state of can sizes and maybe confusion about grades 
and other things? Would there be room for a research function within your 
department with consumer representation on it? 

Dr. BARRY: Would you object if I took a little objection to saying the can 
size matter was “chaotic” at the moment? I do not think it is. 

Mrs. MacInnis: I am speaking from the standpoint of the little man in the 
stores. This is the sort of thing women have to contend with when they go into 
stores, and they do not have the time to look at the fine print on the ounces, size 
and everything else. 

Dr. BARRY: I am not endeavouring to justify completely everything in 
respect of can sizes, and I recognize some of the problems that have been raised 
this morning. I just do not think it is ‘chaotic’. I think it was chaotic pre-war. 

Mrs. MAcINNIs: Can we say “confusing”? 

Dr. BARRY: Yes. 

Co-Chairman Senator CROLL: Perhaps “‘slightly chaotic’’? 


Mr. JOYAL: Less than chaotic, but more than confusing! 
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Mrs. MacInnis: I firmly believe women do not want competition in sizes. 
They want to know when they go into a store that there are two, three or four 
sizes of things that suit different commodities and they can see that at a glance 
and know what they are getting. Incidentally, they do not want variation in 
price either. 

I would like this question dealt with. Would there be a case for your 
department setting up a consumer research board or committee which would go 
into these matters with consumer representation actually on it? 


Dr. Barry: May I deal with it in this way: I think—and I can go a bit 
further, our minister has instructed us that we have to form a liaison with 
consumer groups. I think there is a case for our consulting with consumer groups 
as to their reaction to things we do and their ideas as to what we should look 
into. This would be a consultative group rather than a group involved in the 
actual work. 

Mrs. MAcINNIS: This would be a consumer organization and not just any 
woman. If you get any individual women they represent nobody but themselves. 
If you deal with any other body of people who know what it is about, you have 
to have representation from a consumer organization. 


Dr. BArRRy: The main one, of course, is the Canadian Association of Con- 
sumers, and I think that in any group of this kind they certainly would be 
represented. Indeed, the Department of National Health and Welfare have such 
an organization now. 


Mrs. MacInnis: Yes, but I am talking about yours. 
Dr. BARRY: Yes. 


Co-Chairman Mr. Basrorp: What is the staff and budget of the consumer 
section? 


Dr. BARRY: I do not have the details here. 


Mr. WILLIAMS: A staff of about 12 or 15 professional people, with a total 
staff of about 30. I am afraid I could not give you the budget figures, but we 
could certainly supply them to you. 

Co-Chairman Mr. Basrorp: I can look it up myself. 

Dr. BARRY: You can identify it in the Estimates book. 


Senator INMAN: My questions are a little different. I would like to know if 
government inspectors go into retail stores at periodic intervals to do any 
inspecting of the products. I am thinking of one thing, Grade A large fresh eggs 
marked that way. I have had occasion to do a little shopping once in a while 
since I have come up here, and a while ago I bought a dozen Grade A large 
marked “Fresh,” two of which I could not use at all they were so bloody. There is 
something wrong there. They must be marked so that they mean something 
to the housewife with a large family. I do not say it happens very often, but it 
has happened to me on two or three occasions. Any housewife knows there is a 
very great difference in the grades of eggs. Strictly fresh eggs are different from 
others when fried or poached. It is very difficult to tell the freshness of an egg. 

In grading poultry they all seem to be Grade A. I do not know very much 
about grading poultry, but I did have a little insight into it from a poultry man 
in one of the poultry houses. There did not seem to be any grading at all; they 
were all marked Grade A. I saw some that were really Grade B and Grade C. 


Then, because I am from P.E.I. and perhaps potato conscious, would it be 
possible for potatoes in small sacks to be marked with the varieties? There is a 


difference in how they cook. Some people like them for baking, and that requires © 


a different variety. Some boil them in their jackets, and then there are mashed. 
Perhaps lots of people who do not know potatoes very well would be bothered if 
you made too many varieties, but there is a great difference. 

Then, when shopping— 


a 


cay 
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Co-Chairman Mr. BASForD: Senator Inman, I hesitate to interrupt, but I 
was wondering what the question was. 


Senator INMAN: I have three, and I am putting them at the same time and 
then I will be through, after I have got the answers. 


Co-Chairman Mr. BASForD: All right, thank you. 


Senator INMAN: I bought a bag of potatoes and opened them up, and one 
was as big as a small turnip. I cut it open and it was all hollow, and I did send it 
back to the packer. 

Those are the three questions: the grading of eggs, whether they once in a 
while go around and check and see whether they are graded properly; the 
grading of poultry; and the packaging of potatoes. 


Dr. BARRY: Yes, we do have an inspection staff continually on retail store 
inspections. If you purchase eggs in a carton and they are marked Grade A large 
and you get two bloody eggs, I have to apologize as far as our inspection staff is 
concerned, but we cannot see them all, obviously. This is an important part of 
our whole grading and inspection operation. We do retail store inspections as 
well as at the wholesale level. We do check eggs in retail stores and have them 
sent back for regrading, to the best of our ability, to ensure you do not run into 
the circumstances you describe. 

With respect to poultry, it is true that the poultry you will see in retail 
stores is mainly Grade A, for the very simple reason that this is the very best 
quality and grade. The designation of Grade B is not very acceptable for retail, 
and the lower grades, B and C, are used mostly for further processing. That is 
why you do not see them in the stores. They are used for canning and other 
processing. 

With respect to potatoes I shall have to defer to my potato expert, Mr. 
Eardley. 


Mr. EARDLEY: We have on many occasions been approached by individuals 
land consumers’ associations with requests that the variety be included in the 
marking on the containers. Our position basically is that this is something we 
cannot enforce. Even potato authorities—men who have to do with breeding- 
—will not give you a snap decision as to whether a certain lot of potatoes are 
Sebago, Green Mountain, or Katahdin. Therefore, we are not in a position to 
certify as to the variety. If we say that the variety has to be put on a bag then we 
will be certifying a bag of potatoes is of a certain variety, and our staff is not 
competent to say whether they are of a certain variety or some variety like it. 


Dr. Barry: I do not want you to belittle our staff. When you say that our 
staff is not competent you mean that nobody is competent. 


Mr. EARDLEY: Yes. 


Senator INMAN: I cannot understand that, because a potato dealer would 
know the varieties of potatoes, surely. 


Mr. EarDLEY: I will tell you of a little incident that actually happened. 
There was a growers’ field day, and it involved, among other things, four or five 
classes of potatoes. The judges were there, men who knew potatoes and who had 
a long background in potatoes. One exhibitor who grew only one variety gota 
placing in three different classes. 


Dr. BARRY: What about the large potato in the bag? 


Mr. Earpuey: As far as size is concerned, I will say that it depends upon the 
size of the container—whether it is a 50, 75 or larger. The maximum size in 
Canada No. 1 is four inches, and in the smaller sizes it is 33 inches. 


Senator INMAN: This bag contained all sizes. There were many little ones, 
and then one big one which took up a good part of the bag. 
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Mr. EARDLEY: Then, those potatoes were not graded. It is only in the last 
three years that we have convinced the industry that it is in their interests to 
reduce the size range for certain containers. 

Dr. Barry: Was it in Prince Edward Island that you bought these potatoes? 

Senator InMAN: No, it was here. 

Dr. Barry: Were these marked with the grade? 

Senator INMAN: Yes, grade A, Canada No. 1. 

Mr. EARDLEY: Then they were not graded correctly. - 


Senator InMaNn: But when a consumer buys such potatoes—and they are 
fairly expensive, as you know—she has a potato that she cannot use. What I am 
getting at is this, that if a consumer goes out and buys such a bag of potatoes 
which contains one potato which takes up about a third of the capacity of the 
bag, she is paying a lot for the rest of the potatoes she has. 

I would like to say something about what Dr. Barry said about poultry. He 
said that Grade A was the best grade. It is not very fair for a consumer to have 
to pay for Grade A poultry when she is getting only Grade B or Grade C, is it? 

Dr. Barry: Again, senator, if a consumer pays for Grade A and is in fact 
getting Grade B, then that is due to faulty grading. I would like to make it clear 
again to the committee that we do endeavour—and we have devoted considera- 
ble resources to this—to check the grades of these products at all levels of 
trading, both wholesale and retail. Obviously, we cannot see everything. I 
suppose we are something like other law enforcement officers in this respect. 
Some people do speed, but they are not always caught. If anyone got a chicken 
marked Grade A, and it was not Grade A, then that is the result of improper 
grading, and it has not been detected. 

Co-Chairman Senator Cro.u: There is no need for me to talk about olives or 
peanut butter because those are not covered, are they? 


Dr. Barry: Olives are covered, senator. 
Co-Chairman Senator Crott: And peanut butter? 
Dr. Barry: No. 


Co-Chairman Senator Croui: As I gathered from Dr. Williams and Dr. 
Barry, there is a consumer section in the Department of Agriculture and also one 
in the Department of National Health and Welfare. 


Dr. Barry: Yes, we have a consumer section. 

Mr. WILLIAMS: And Fisheries too have a consumer section. 

Co-Chairman Senator CRroLL: Then each one of those three departments has 
a consumer section. I suppose there is no need for me to ask if they frequently 
meet and keep minutes, and circulate the minutes of the things they have 
discussed? 

Dr. Barry: I do not know the extent to which they keep official minutes. 

Co-Chairman Senator CROLL: How often have the three of you meet to 
discuss consumer problems in this year, 1966. 


Dr. Barry: I am afraid we would not have that information here. We would 
find out for you. 


Co-Chairman Senator CROLL: Is there not anyone here who has ever sat on 
one of those committees? Surely you have your top people here— 


Dr. Barry: No, we have not got them here. These are the people in the 
consumer sections. 


Co-ch 
section. 


Dr. BARRY: Twelve to 15, roughly. 


airman Senator CrRoLL: How many people are there in the consumer 
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Co-Chairman Senator CROLL: How much have those figures changed from 
1960 to 1966? Have you added or substracted? 


Mr. WILLIAMS: I do not believe the establishment has changed, but the 
number of incumbents has changed significantly. There was a period up until 
about two years ago when it was extremely difficult to recruit, and our profes- 
sional staff was at a very low level. At the present time, however, our staffing is 
pretty well complete. That is to say, all of our positions have incumbents. 

Co-Chairman Senator CROLL: Ten to 12 people? 

Mr. WILLIAMS: No, 12 to 15 professional people. 

Co-Chairman Senator CROLL: But it has not changed in number over— 

Mr. WILLIAMS: Not the basic establishment. The actual number of incum- 
bents has changed because of improved recruiting. 

Co-Chairman Senator CROLL: I do not understand that. The basic establish- 
ment gives you a certain number of people? 

Mr. WILLIAMS: Yes, but we were not able to fill the positions. We were 
unable to recruit people to fill the positions. 

Co-Chairman Mr. BASForD: The establishment is what Treasury allows. The 
incumbents are the people who are actually working. 

Co-Chairman Senator CROLL: The Army taught me that very early on. I 
know what the establishment is. Mr. Williams has said that there has been an 
increase in numbers. He said the establishment remains the same, but they 
have been able to fill the jobs. 

Mr. WILLIAMS: Yes. 

Co-Chairman Senator CROLL: You do not know whether that is true of 
National Health and Welfare and Fisheries? 

Mr. WILLIAMS: That is right. 

Co-Chairman Senator CROLL: We shall have to have that fa ieamahovs You 
will also undertake to get us information on how often these three have met in 
1965 and 1966? 

Dr. BARRY: Yes. 

Co-Chairman Senator CROLL: Who is responsible for the cheese situation? 

Dr. BARRY: Mr. Goodwillie. 

Co-Chairman Senator CROLL: Tell us about that, because it has come under 
favourable comment during the course of our hearings. 

Mr. GOODWILLIE: I am glad to hear that it has received favourable comment. ° 

Co-Chairman Senator CROLL: When did it come into effect? 

Mr. GOODWILLIE: We operate under the Canada Dairy Products Act and its 
regulations, because we have not yet had our regulations finalized under the 
Canada Agricultural Products Standards Act. Under the Dairy Industry Act, 
which had been in effect for many years—was declared ultra vires in 1949 as a 
result of the margarine decision—we established standard sizes of packages for 
butter. They were quarters, halves and one pounds, and multiples of one pound. 
That has continued straight through to the present time. We established mini- 
mum package sizes for cheese in 1937—-and this is what you are asking for—and 
ice cream in 1937. 

Co-Chairman Senator CROLL: The sizes for cheese were established in 1937? 

Mr. GOODWILLIE: That is right, and ice cream also in 1937. 

Dr. BARRY: Excuse me, but that is for processed cheese? 

Mr. GOODWILLIE: Yes—well, processed cheese and eager cheese of this 


type; some of these specialty types. 
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Co-Chairman Senator CROLL: Has there not been any recent addition to that 
cheese in packages? 

Mr. GOoODWILLIE: We say cheese, and I am speaking of processed cheese, 
must be in quarters, halves and one pound and multiples thereof. We made one 
exception a few years ago when we said grated cheese also had to comply. It was 
shown that a four-ounce package of grated cheese would be too large for 
economical use, and we made an amendment to allow that particular type to be 
packed in a two-ounce size. 

Co-Chairman Senator CROLL: I have my answer, thank you. Dr. Barry, 
with regard to the standard pack as we have it, what is the weakness in the act 
at the present time that could be strengthened? 


Dr. Barry: Our authority with respect to the subject of packaging and 
marking specifically is limited to the commodities defined in section 2A, and 
these, as I said, senator, are based on the commodities in which historically we 
have been involved in the grading way; but we cannot specify container sizes or 
markings of any agricultural product unless that is included in that definition of 
“agricultural product’’. If you ask what is the weakness, there is no weakness in 
the act so far as dealing with the products defined in the act are concerned which 
have been historically the ones we have dealt with. If it was desired to extend 
the principle of standard size containers or markings, for example, to a wider 
group of agricultural products, then that wider group would have to be included 
in the definition of ‘agricultural product.” 

Co-Chairman Senator CROLL: What is the wider field? 

Dr. Barry: For example, one illustration is cereals, which are not included 
in the definition. I must say that cereals proper, the actual cereals, are graded 
under the grain act administration by the Board of Grain Commissioners. One 
other point is that with respect to any product not required to be graded our 
authority with respect to it is limited not only by the act but constitutionally to 
interprovincial trade. 

Co-Chairman Mr. BAsrForp: Mr. McLelland? 

Mr. McLELLAND: Who carries on the inspection in the grading of frozen 
eggs? 

Dr. BARRY: Our poultry division. 

Mr. McLELLAND: And that is strictly under the jurisdiction of the federal 
Government? 

Dr. Barry: Mr. Payne is on the poultry division. Do you have any specific 
question to ask? 

Mr. McLELLAND: What is done with eggs that are rejected from the chain 
stores and sent back to the original packer? 

Dr. Barry: Our frozen egg regulations have to do with the frozen egg 
proper. We do not specify that eggs graded as A, B and C could be used for the 
production of frozen eggs. Our standards only apply to the finished product. That 
is right, is it not, Mr. Payne? 


F. E. Payne, Chief, Poultry Products Branch, Department of Agriculture: Yes. 
Mr. McLELLAND: Do you have any regulations regarding the size of contain- 
er they can be put in? Are they put up by weight or by the dozen? 


Mr. PAYNE: The trade container is a bulk proposition and is used basically 38. 


to 40 pounds by weight only. 


Mr. McLELLAND: So if people buy these they have to regulate their own 
recipes according to the weight. 


Mr. PAYNE: But frozen eggs are not a consumer item 


Ls eT i. — 
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Mr. McLELLAND: What inspection does the Government provide so far as the 
grading of geese and ducks imported into Canada are concerned. 

Mr. PAYNE: The grade standard, as with other imported products, must 
comply to the Canadian standards; they must be up to Canadian standards. 

Mr. McLELLAND: How does the federal Government inspect when some of 
these geese and ducks are not drawn or cleaned, or whatever you call it, when 
they come on the Canadian market? How do you know what is inside them? 

Mr. PAYNE: Are you talking about imports? 

Mr. McLELLAND: Yes. 


Mr. PAYNE: The bulk of them are all eviscerated of the imported product 
and are graded before they come in, and when they come in they are immediate- 
ly checked by our inspection staff. All imports are inspected and must conform to 
our standard. 


Mr. McLELLAND: But you do not carry on inspection as with turkeys which 
are sometimes Government inspected before being eviscerated? 


Mr. WILLIAMS: Are you speaking about health standards or grade stand- 
ards? 


Dr. Barry: Let me try to clarify. We are referring now to two types of 
poultry, the older class of undrawn poultry and the newer type of eviscerated 
poultry. Any eviscerated poultry coming into Canada would, so far as health 
inspection is concerned, come under Dr. Hetherington’s section, which is our 
meat inspection section, and eviscerated poultry can only come into Canada from 
plants which meet our approval so far as health inspection is concerned. This is 
the same in Canada. No eviscerated poultry can move interprovincially unless it 
Passes our inspection. 

Now, with respect to undrawn poultry, the older class, which comes under 
the Health of Animals Branch, our veterinary inspection is responsible for its 
compliance with our health standard. 

The grading for quality is by our poultry division, which Mr. Payne repre- 
sents. Both sections are involved in eviscerated poultry. In uneviscerated, there 
is no inspection, because obviously there is no way to examine them from the 
point of view of an internal standpoint, and there we have quality grades as well, 
but without the health inspection. This type of poultry is gradually disappearing 
from the market. Mr. Payne says there is very little undrawn or. uneviscerated 
poultry coming into Canada. If it did come in, we could only inspect it for grade 
and quality, but there is no health inspection on undrawn poultry. 

Dr. HETHERINGTON: There is very little undrawn, but if it did come in it 
would have to be slaughtered in the plant of its origin. 

Dr. Barry: They have to come from an inspected plant—undrawn poultry 
too? 

Dr. HETHERINGTON: Yes. 

Mr. McLELLAND: Has the department been requested to look into the pos- 
sibilities of smaller containers of frozen eggs becoming a reality? I understand 
this is being done in the United States. 

Mr. PAYNE: Yes, some there are merchandising frozen eggs in small contain- 
ers. It has been tried in Canada but has never really caught on and did not 
prove to be a merchandisable item. 

Co-Chairman Mr. BaAsrorp: I should like to ask a few questions. I notice this 
act was assented to in June 1955. Is that the original enactment? 

Dr. Barry: I think it would be well to clarify this, Mr. Chairman. His- 
torically for many years we have carried on our function in the grading and 
inspection of agricultural products under several different statutes, a different 
statute for each commodity. Some time ago Parliament enacted this master 
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statute which we call the Agricultural Products Inspection Act, under which we 
have been gradually bringing all our grading regulations. Mr. Goodwillie re- 
ferred to the fact that the dairy regulations were still under the Canada Dairy 
Products Act. They have not yet been brought into this, but the regulations to 
bring them under this act are in process. This is now intended to be the master 
legislation for dealing with the grading, marketing and inspection of agricultural 
produce, consolidating a number of statutes which previously dealt with the 
individual commodities. 

Co-Chairman Mr. BasrorD: Has this act, the Canadian Agricultural Prod- 
ucts Standards Act, been challenged in the Supreme Court? 

Dr. Barry: No. 

Co-Chairman Mr. Basrorp: You might not want to answer this question. 
Does Canada have jurisdiction to pass this act under its agricultural jurisdiction 
or under its trade and commerce jurisdiction? 

Dr. Barry: If I may take a moment to go back into history a little, some of 
our earlier legislation in this total area was challenged. I will use the illustration 
of eggs again. At one time, under the legislation under which we then operated, 
we required that all eggs produced, sold within a province had to be marked 
with a grade name. This was challenged and the high court finding was that that 
was a matter of property and civil rights. So our jurisdiction then to the grading, 
labelling and marking of agricultural produce was restricted to interprovincial 
trade. | 

As I explained earlier, when this happened and when the federal control 
over grading within a province was found to be unconstitutional, the provinces 
then passed legislation requiring the use of the same grades within the province. 
This was the procedure followed. We administer both provincial and federal 
legislation. It is a legislative device to bring all the operation under one uniform 
process. 

Mr. WILLIAMS: Not all provinces have passed legislation for all products. 

Dr. Barry: This statute, as it now stands, takes authority over interprovin- 
cial movement, for export and import, of course, and, by virtue of provincial 
legislation, there is authority over intra-provincial movement. 

Co-Chairman Mr. BAsrorD: You found you were restricted under this. Then 
this act was brought in? 

Dr. Barry: Plus our authority over the Canadian standard grade name. 

Mr. JOYAL: By enabling legislation? 

Dr. Barry: The enabling legislation requires a standard grade name to be 
used. We have a proprietary right over it and we can specify what must be the 
usage. 

Co-Chairman Mr. Basrorp: I take it that all food products can by definition 
be classed as agricultural products, if we wanted to do so? 

Dr. BARRY: Probably not fish products. 

Co-Chairman Mr. Basrorp: If we were about to change the definition in this 
act of agricultural products, we could bring in and decree and exercise authority 


over grading and standardization of packaging over all food products, with the 
possible exception of fish products? 


Dr. BARRY: Yes, theoretically, sir. 


Co-Chairman Mr. Basrorp: I asked the question because a lot of people are 
concerned about standardization and ask what can we do. It seems to me that > 


this is what we can do. 
Dr. WILLIAMS: I am not quite certain that this is the case. If a product 


originates in the province and is sold within the province and does not use a 
national brand, this act would not cover it. 


CONSUMER CREDIT 1355 


Co-Chairman Mr. Basrorp: That would be, if it were intra-provincial? 

Senator THORVALDSON: Could we have a short review of the legal situation, 
from our counsel? If we have the B.N.A. Act, Sections 91, 92, we will be able to 
look at it and get some visual idea of the position. I would like to know what the 
position is and I am sure our counsel could do this for us. They could get us this 
information much better than we can get it from the witnesses here. 

Co-Chairman Mr. Basrorp: I was trying to get it from Dr. Barry—I know 
he is not a lawyer—and then our counsel could look over the record and 
supplement it. 

Co-Chairman Senator CRoLL: Could you give one example of food emanat- 
ing in the province and staying within the province? 

Mr. WILLIAMS: If people in the Province of Newfoundland wish to produce 
potatoes and sell them to a store in the province and that store sells them to 
consumers there, there is nothing in our act giving jurisdiction, unless they put 
on the package “Canada No. 1 Potatoes’. Otherwise, the act can in no way 
prescribe containers, quality or anything else. 

Co-Chairman Mr. Basrorp: I understood that. If they want to take the 
potatoes to sell to a retailer in Nova Scotia, we have complete jurisdiction? 

Dr. Barry: Right, sir. 

Co-Chairman Mr. BAsrorp: How many or what type of prosecutions have 
there been under this? 

Dr. Barry: As to our enforcement procedure, and our inspection, whether at 
the wholesale or retail or shop level, if we find a product is improperly graded, 
or improperly packaged or improperly marked, our first course is to place that 
product on detention and require it to be repacked, regraded and remarked. This 
type of enforcement is happening rather regularly. We are always running into 
situations where we find a product improperly graded, packaged or marked, we 
put it under detention, and then we require regrading, repackaging or remark- 
ing. 

We resort to prosecution when we find persistent offenders. In many cases, 
for example, in the case of improper grading, it may or may not have been 
deliberate, due to circumstances. 

Our first and quite effective method is to place the product under detention. 
If that does not achieve results, with respect to any individual dealer or operator, 
or if it is persistent, we resort to prosecution. 

I am sorry, I cannot tell you at the moment offhand how many prosecutions 
we have had for it under this act within the last two or three years. We could get 
this information for you. 

Mr. WILLIAMS: It would be in the hundreds of prosecutions. We can give 
you the exact numbers quite easily. 

Co-Chairman Mr. Basrorp: No, that is fine. I wanted to get how accurate it 
was. We have had quite a debate in this committee between national brands and 
house brands. If you take your Fancy grade, what is the range of quality within 
the Fancy grade? 

Dr. Barry: Let us take the Fancy grade for processed fruit and vegetables. 
Mr. Grant, what is the range of quality? Take a specific product. 

Mr. GRANT: In Fancy grade, for the various products for which grades are 
prescribed, we lay down reservations in quite detail what the requirements must 
be met and as long as these requirements are met then it will be labelled Fancy. 
If it is better than those requirements, it is still Fancy. In actual practice, it is 
rather difficult, under normal manufacturing practice, to get a product which is 
much better than Fancy. If it does not meet the requirements of Fancy, the grade 
requirements for Choice designations are spelled out, and likewise for Standard. 
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Co-Chairman Mr. BASForD: We have been asking both, retailers and the 
makers of private label brands and the makers or processors of national brands, 
is there a difference in quality; and they have hedged answers very carefully by 
saying, ‘‘No, they are all graded and given the Fancy grade.” 

Could there be a difference in quality within the Fancy grade in that no 
peach is the same. 


Dr. Barry: All of our grades for all products specify a minimum standard. 
In any grade there can be better than the minimum. To this extent there can be a 
variation. But if we do our job right and inspect properly, there should be 
nothing below that minimum. As Mr. Grant says, there is a minimum standard 
for Fancy—it is about as good as you can get. When you get into the lower 
grades, such as Choice, you could get some variations because there are some 
above the minimum which do not reach Fancy. 

Co-Chairman Mr. BASFoRD: So you could have a low quality Choice and 
high quality Choice? 

Dr. BARRY: You could have a range within the Choice? 


Mr. WILLIAMS: In answer, in part, we do not have the factual information at 
the present time on the ranges in qualities between what are known as buyers’ 
brands and packers’ brands. We are at the present time working to try to get 
some factual information for this committee on that. It requires a fairly wide 
sampling procedure. We have done some preliminary work and have moved into 
the second stage; and we hope to have some actual physical data available that 
will indicate that there is or is not a difference between them. 

Co-Chairman Senator CROLL: We are very anxious to get it. We must 
present some report before the Christmas adjournment—if there is such a 
thing—and this is important, as the chairman has indicated. Would you please 
help us by sending the information soon, because the lack of it is holding us up. 

Mr. WILLIAMS: We will push, on with all possible speed, sir. 

Co-Chairman Mr. BAsrorp: When people are concerned about standardiza- 
tion, what they are really concerned about is to allow a proper basis of 
comparison between one product and another or between one size and another, 
so that there is competition at the price level. I am wondering about Table II, 
which is Containers for Frozen Fruit, Vegetables, et cetera. Items 4, 5 and 6 are 
all vegetables of one sort or another, yet they provide sizes of 10-ounces, 
1l-ounces and 12-ounces, which makes it very difficult to compare the price of 
lima beans and cauliflower, for example, where the housewife wants to econo- 
mize. 

Dr. Barry: In this case the situation is that in all these vegetables, I 
understand—you will correct me if I am wrong, Mr. Grant, the size of the 
container is the same. The same size container will hold different weights of 
different vegetables so that, while the number of ounces of the different vegeta- 
bles varies, it is all in the standard size containers. This avoids using different 
size containers for different products. In other words, it goes by net weight, not 
by the size of the container. These are paper containers for frozen vegetables. 

Co-Chairman Mr. BAsrorD: We run into the same problem with breakfast 
foods: should we use a standard size package or a standard size weight. I notice 
in Tables I and III that glass containers are invariably expressed in multiples. 
For example, just looking at one small item, the volume designation for glass 
containers for maraschino cherries includes six, 12, 16, although that is not a> 
multiple, of 32, 64, 128. There are six different sizes. You can look at the 


16-ounce size or the 32-ounce size and you can see if one is cheaper than the 
other. 


Dr. BARRY: Yes. 


CONSUMER CREDIT 1357 


Co-Chairman Mr. Basrorp: This is not true of tin cans, where you have 
standard sizes of 10 ounces, 15 ounces, 20 ounces, 28 ounces, 48 ounces and 105 
ounces. It is very difficult to compare the per ounce price between a 48-ounce can 
and a 28-ounce can. 


I realize it would be rather revolutionary, but could some work not be put 
into trying to determine those can sizes as multiples of each other? 

Mr. GRANT: Well, sir, I think the basic problem was investigated in 1940, 
when standard containers were first prescribed. What they attempted to estab- 
lish at that time, so I have been told, was to get something as close as possible to 
five, 10, 15, 20, 30 and 50, which were multiples. They could not come up with 
those exact volumes, so they came up with the nearest volumes possible out of 
the cans that were being manufactured at the time. It is a fairly costly operation 
to change can-making machinery over to produce different can sizes, and this is 
why at that time they stuck with these sizes that are not exact multiples. 


Co-Chairman Senator CROLL: Do they have the same sizes in the United 
States? 


Mr. GRANT: They have all these sizes plus a lot more, sir. They do not 
prescribe standard size containers there. 

Co-Chairman Mr. BASForD: I realize it would be rather revolutionary to try 
to change this situation, because it would require a great deal of capital invest- 
ment. But surely that should be our objective so that people can compare the 
20-ounce can and 40-ounce can, for example, to see which would be the better 
buy, rather than try to compare the 20-ounce and 48-ounce cans, which would 
require everyone to be a mathematician. 


Dr. Barry: I have gone to retail stores and tried to make calculations 
myself, Senator, and I have found it difficult. 

Co-Chairman Mr. BasrorpD: In our report we might suggest that you do 
something along that line. 

I would like to make a suggestion. At page 160 of the regulations, you show 
how the volume designation must be marked on the can. Is it beyond belief that 
right beside that volume designation we could require that there be another 
blank circle in which the price would be marked? 

Dr. Barry: If that is done, at what level would the price be marked? 

Co-Chairman Mr. BASForp: At the retail level. 

Dr. BARRY: In other words, you wish to standardize the place where the 
price would be shown? 

Co-Chairman Mr. Basford: Yes. That might be something you could refer to 
your consumers’ division for thought and for study. 

Co-Chairman Senator CROLL: It would mean that the price would be 
marked once, not three or four times. 

Dr. Barry: I have not thought about that, sir. 

Co-Chairman Mr. BASForD: It is something you might refer to your consum- 
ers division. We will go back to Senator Carter. I apologize for taking so long, 
senator. 

Senator CARTER: That is all right. Mr. Chairman, you have convered one of 
the questions that I had in mind, but I am a little puzzled at the answer which 
was given to Senator Croll earlier. I think the same question was asked by Mr. 
Allmand earlier this morning. If I understood what you told Senator Croll, the 
weakness in this act is the limitation of the definition of “agricultural products”. 

Now, this is what puzzles me: “agricultural product” means livestock, eggs, 
poultry, milk, vegetables, fruit, honey and maple syrup and it ends up 
‘products thereof”’. 
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Now, corn is one of the products included in the definition. Why are corn 
flakes not included, therefore? Surely corn flakes is a ‘‘product thereof”. It is a 
product of corn. 

Dr. Barry: We would regard corn flakes as a cereal rather than as a 
vegetable. 

Senator CARTER: But it comes under your act. 

Dr. BARRY: Well, we would not have interpreted corn as being a vegetable. 
It is a cereal. 

Senator CARTER: But it is an agricultural product. It does not have to be a 
vegetable. It is an agricultural product. 

Dr. Barry: But Section II defines “‘agricultural product” to mean livestock, 
including fur-bearing animals raised in captivity, eggs, poultry, milk, vegetables, 
fruit, honey and maple syrup and products thereof and leaf tobacco. “Products 
thereof” refers to eggs, poultry, milk and so forth. That is the interpretation 
there. 

Co-Chairman Mr. BAsrorpD: When corn becomes a canned vegetable you 
regulate it. 

Senator CARTER: Surely corn is sold as a vegetable. 

Dr. Barry: That is right. Corn becomes a vegetable. 

Co-Chairman Mr. BAsrorp: I think you had better call in the Department of 
Justice on that one. 

Dr. Barry: I would have thought that corn flakes was a cereal rather than a 
vegetable. . 

Senator CARTER: How can you treat corn as a vegetable for certain things, 
when, for other products, you do not consider it a vegetable? 

Senator THORVALDSON: I do not think we need to call in the Department of 
Justice on this. Surely corn flakes are a product of corn and corn is a vegetable. 
It is as simple as that. 

Co-Chairman Mr. BAsrorp: Except that Dr. Barry thinks it is a cereal. 

Senator CARTER: What about potato chips? 

Dr. Barry: Potato chips would be a product of potatoes and would, there- 
fore, be a vegetable, yes. 


Senator CARTER: So you could regulate potato chips but you could not 
regulate corn flakes. 

Dr, BARRY: Depending on whether corn flakes is a vegetable or a cereal, sir, 
which might be debatable. 

Senator CARTER: You have decided here in this act that it is a vegetable and 
you regulate it under the act. 

Dr. Barry: We regulate it in the can asa vegetable. 

Senator CARTER: Putting it in the can does not change the nature of it. 

Dr. Barry: I have to grant you that. 


Senator CARTER: What about fruit juice that is brought in in bulk and 
repackaged? Do you inspect that or do you have any control over the grading of 
that? 

Mr. GRANT: I presume, sir, that perhaps you are referring to fruit juice 
concentrate that is brought into Canada and then reconstituted. In actual fact, 
there is very little single strength fruit juice brought in and repackaged. If 
either apple juice or tomato juice, which are the only two juices for which we 
prescribe grades, were brought in, then, yes, they would have to meet our grade 
requirements. If a citrus juice such as orange juice comes in single strength, we 
prescribe containers and label requirements for that, but if it is a concentrated 
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product and is only reconstituted here, or is sold in concentrated form, then this 
is under the jurisdiction of the Food and Drug Directorate. 


Senator CARTER: You have no say as to how much water goes into the 
concentrate? 


Mr. GRANT: No. 


Senator CARTER: Do you know, of your own knowledge, if the food and drug 
people have anything to say about it? Do they regulate the amount of water that 
goes into the concentrate? 


Mr. GRANT: I hesitate to speak for the Food and Drug Directorate, but I 
know it is a subject to which they have been giving a lot of attention. I can say 
that much. 


Senator CARTER: There is just one other point, Mr. Chairman, which I think, 
for the satisfaction of the committee and for the benefit of people who read the 
printed record of the proceedings of this committee, we should have as clear an 
answer as possible to a question Senator Croll raised some time ago. We have 
had a number of the canners in front of us, and in every case when we have 
raised the question of the number of package types, they have held up their 
hands and said, “We have nothing whatever to do with that. We are controlled 
and told what to do by the Department of Agriculture. They have regulations, 
and all we do is just meet the regulations which they have laid down.” In other 
words the impression I got was that if there was anything wrong with these 
sizes, it was not their fault; it was the Agriculture people who were to blame. 
Now, I may have got the wrong impression— 


Co-Chairman Senator CROLL: Federally and provincially—they didn’t limit 
3 

Co-Chairman Mr. BASForD: What they said was that they would regulate it. 

Senator CARTER: That is the impression I got. I cannot speak for the other 
members of the committee. But from what we have been told this morning, the 
picture is not quite like that. What you have done is to regularize the sizes that 
industry had been using and the new sizes you have granted at their request. 


Dr. BArRRy: I would not like you to have the impression that we have 
granted new sizes every time they were requested. 


Senator CARTER: No, but the new ones that have come into use have been 
granted not on your initiative but on the initiative of industry. 


Dr. Barry: I think that is a fair statement, yes. 


Senator CARTER: I did not have that impression from the evidence given by 
the representatives of the industry. The impression was created in my mind, and 
I want to have it corrected if it is not correct. Therefore if there is any blame it 
isn’t a question of the Department of Agriculture saying to industry “‘You have 
got to use this particular size.” 

Dr. Barry: We said that they would have to use these particular sizes— 

Senator CARTER: But you did not introduce them; you only regularized them 
and limited the numbers? 

Dr. Barry: Yes. 

Co-Chairman Mr. BASForp: Mr. Urie. 


Mr. URIE: Dr. Barry, you will have gathered that one of the prime consider- 
ations of this committee is to simplify for the consumer the various package 
sizes, designations and so on. Now my question has a preamble which is fairly 
lengthy, but that cannot be helped. I understand that the various products have 
various designations; for example, with eggs there is Grade Al, B and C; beef 
has red brand, blue and brown; in cattle you have good and choice, and in pigs 
there is Al, Bl, C and D. Why is it not possible to eliminate this proliferation of 
terms in various products and try to standardize terms as one of the turning 
points in this simplification process? 
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Dr. Barry: As I said earlier, this has been a point of continuing debate and 
discussion and we have organized within our department a group where we are 
trying to resolve it and to arrive ata standard type of designation. Some of these 
are not consumer items like in the case of cattle where you have choice and good. 
We have to agree there is— 

Mr. URIE: Has this study been done or is it continuing? 

Dr. Barry: It is quite active and has been going on I would think possibly a 
year or 14 months. 

Mr. Urte: Are they nearing a stage where a recommendation could be 
handed to the department? 

Dr. Barry: We have had one preliminary report from them making several 
recommendations and at the present time they are trying to come up with a 
single recommendation and later with a series of recommendations. 

Mr. Uris: Following which do you require an act of parliament to imple- 
ment these changes? 

Dr. Barry: This would be done by order in council. 

Mr. Uris: There may be far more of these than the ones I mentioned, but 
these are the ones of which we have some knowledge. 

Mr. WILLIAMS: There is one thing I might say in respect of this which on the 
face of it looks like a very simple problem. What we would have to say is that 
everything will be called red brand, blue brand or green brand or should be 
classified as A, B, C or 1, 2 and 3. However, there are various differences because 
of the nature of the trade. There is a question of large stockholdings or perhaps I 
should say large holdings of inventory. But probably one of the major difficulties 
is the fact that different commodities reach the grades with different facility. For 
example, there will be no problem so far as butter is concerned in using the 
appellation “first” or No. 1 or A or something of that nature because about 97 or 
98 per cent of the butter graded in Canada can match up to this grade. The rest is 
easily absorbed in commercial channels, that is to say manufacturing channels.. 
But there are problems in relation to other produce. For example, in some years 
it may not be possible for anybody to pack any fancy peaches because the peach 
crop may be such that it is impossible for anybody to reach that top grade. That 
means that not only in Canada but in the export market the best one can produce 
is Grade B. It still might be the best peach available, but it would carry 
implications in regard to its sale in the export market and domestically. Many 
would find this undesirable. It is the effort to solve this problem that takes the 
time. 

Mr. URIE: But the problem still exists even using different terminology. 

Mr. WILLIAMS: Yes. 


Mr. URiE: We are trying to simplify terminology? 


Mr. WILLIAMS: We are trying to get a terminology that will be accepted 
across the board and still be standard. 

Mr. UrtE: I would like to address this question to Mr. Goodwillie. Dis- 
satisfaction has been expressed on various occasions with the various grades of 
or lack of grading of, for example, Canadian cheddar cheese. Is it possible to 
establish meaningful grades for cheddar cheese and also, while I am about it, for 
ice cream? 

Mr. GOopWILLIE: When you ask about the possibility of establishing accept- 
able grades are you thinking of the retail level or the wholesale level, because at 
the wholesale level we think we have acceptable grades. 

Mr. URIE: At the retail level. 
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Mr. GOODWILLIE: This is extremely difficult. We looked into this four or five 
years ago. We wanted to see if we could come up with a workable grading 
system for cheddar cheese at the retail level. Our study indicated that it would 
be extremely difficult because of the varying tastes of the individual consumers. 
What may be a nice old cheese to you may be completely different from what it 
is to Senator Croll. This is very true of Canadian cheddar cheese. You can call it 
“Old Nippy” or “Old Mellow’”’. 

Mr. URIE: What are your wholesale designations? 


Mr. GOODWILLIE: Canadian first grade, second grade, third grade—and be- 
low third grade. 


Mr. URIE: With reference to age or mildness? 
Mr. GOODWILLIE: That’s right. 


Mr. UrIE: What the consumer gets in the retail store is a designation of 
“very old” or ‘‘mild” or “medium’’? 


Mr. GOODWILLIE: That’s right. 


Mr. Uri: He does not have any idea as to the grade that has been given at 
the wholesale level? 


Mr. GOODWILLIE: We could put on a grade. But let us say we put on “Canada 
first grade” on an old cheese and it stayed around the store for a long time and 
then you bought it and found it had gone off—what would be the situation then? 
As you know, cheese ages from six months to two years. If it is around the store 
or warehouse for a long time, this can make a difference. This is very different 
from butter which moves quite quickly in the stores. 


Mr. URIE: So you think this is an insurmountable problem? 


Mr. GOODWILLIE: I would not say it is insurmountable, but there are many 
difficulties involved. 


Mr. URIE: Is this question still being studied? 


Mr. GOODWILLIE: We are continually studying this question because we 
know the problem with regard to cheddar cheese being sold to the consumer as 
such at the retail level. The real problem, as I said, is the problem of turnover 
and arriving at a designation or a definition to meet everybody’s taste. 


Mr. UriE: Well, then, what about ice cream? You have standardized 
packages? 


Mr. GOODWILLIE: We have standardized packages and standards of composi- 
tion. We do not grade ice cream as such. We considered this a while back, but, as 
you know, ice cream does not enter into interprovincial trade to any extent and 
therefore our jurisdiction is limited. So the question arises how does one grade 
ice cream. 


Mr. URIE: It must be by composition. 


Mr. GOODWILLIE: We have composition standards—they must all meet mini- 
mum standards. 


Mr. UriE: There is nothing on the package on the shelf which indicates to 
the consumer what the composition is. As I understand it the only way the 
consumer can tell he is buying a first or second grade ice cream is by the 
difference in price. 

Mr. GoopWILuisE: That’s right, brand is also important. 

Mr. UrIE: He pays 50 cents for one package and 39 cents for another and 
that indicates to him that the 50-cent package is better. He does not know the 
reason. Is there any possibility that a problem of that nature can be resolved by 
the department? 
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Mr. GoopwILuiE: There are two things that enter into the cost of ice cream: 
if it is a fruit, or flavouring like strawberry, or chocolate, or the butterfat 
content; and both are very important in the cost. You take some of your 
premium brands which sell at 45 cents. They probably have a butterfat content 
of 17 or 18 per cent, whereas some of the cheaper brands will be down to the 
minimum of 10 per cent butterfat content. 


Mr. UrRIE: How does the consumer know that? 


Mr. GOopWILLIE: The only way she knows at the present time is by the price 
or brand. 


Mr. URIE: Trial and error is the only answer, I suppose. Do you think it is 
reasonable to expect she should be entitled to know the composition of the 
package of ice cream that she buys by way of labelling? Maybe she would never 
look at it, just as maybe she does not look at the size of contents of cans she 
buys today either? 

Mr. GOoDWILLIE: There might be one or two ways this could be done, but I 
hesitate to mention them at the present time. 


Mrs. MacInnis: Would there be any resistance from the manufacturers to 
mark the butterfat content on the package? 


Mr. GoopwituiE: I think there would be more resistance from the consumer 
because she does not want a lot of fat. 


Mrs. MacInnis: Supposing they were marked by butterfat content, that 
would change quite a bit the buying habits, because the consumer would not 
consider a larger butterfat content as desirable as a lower butterfat content. 


Mr. GOODWILLIE: If you are concerned about fat, why do you not buy iced 
milk, which is about 3 per cent fat, which is frozen skimmed milk almost. 

Mrs. MAcINNIs: Would there be resistance from the manufacturer? 

Mr. GooDwWILLliE: I do not think so. 


Co-Chairman Senator CROLL: Why do you not get something like diet ice 
cream on the statute? 


Mr. GOODWILLIE: We have this in some stores. 


Mr. Joya: Dr. Barry, this information that you and your officers have 
disclosed is extremely important as far as the consumer is concerned in knowing 
what she is buying. 

I take it from what you have said about your consumer section, that the 
consumer section has been pretty much involved in preparing various recipes for 
foods. I take it the consumer section in Health and Welfare is probably busy in 
trying to sell a more balanced diet. Fisheries, I suppose, are trying to get the 
housewife to serve more fish in tastier dishes. But I do not suppose anybody in 
your department has ever been concerned in showing the consumer how to shop. 
There is no such service in your department, I take it? 

Mr. WILLIAMS: We have official publications directed to the consumer. There 
is “Buy by Grade”. I would be glad to provide samples to the committee if they 
have not already been provided. It is a publication put out by our consumer 
section that describes these various grades in quite some detail and it recom- 
mends uses along the lines I spoke of. 


Mr. JoYAL: What is the distribution of this publication—how and to whom is 
it distributed? 

Mr. WILLIAMS: It is distributed free, to start with. When our people go to 
meetings they distribute it; and, in addition, it is listed in the Queen’s Printer’s 
various lists indicating where it can be obtained. And at various times we include 


it in material we send out to mass media, saying, “If you want this bulletin, drop 
a note to our information division”. 
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Mr. JOYAL: Has there been anything done in terms of recent developments? 
This committee is well aware of the increasing rate of rise in food prices as 
against the general price index. Have you reacted to this problem? 

Mr. WILLIAMS: Our consumer section has reacted to the extent they have 
done a considerable amount of work in respect of more use of the cheaper cuts, 
but this is nothing new. It has always been a problem in our agriculture in 
general to move the cheaper end of any type of product. For example, they will 
do a considerable amount more work on how to use chucks of beef than they will 
on how to use sirloin steaks because, in general, people are more apt to be 
disappointed if they buy a chuck of beef and do not prepare it properly. 
Therefore, this would react in terms of consumption and against agriculture. 
Over the years people have tended to emphasize the use of cheaper—or, I should 
say, more economic rather than “cheaper” grades. 

Mr. JOYAL: In all these publications and findings on this question of what we 
call consumer education, how much co-operation are you getting from your 
media—newspapers, radio and television; or have you to pay for insertions? 

Mr. WILLIAMS: I would venture to say that the demand is the other way. 
They are putting demands on our group pretty well all the time, particularly the 
newer media—not so much the daily press, but the newer media. 

Mr. JoyAL: Therefore, would your plans be to create or at least expand this 
service and perhaps, in terms of what is going on currently, to provide more of 
these programs on consumer education when it comes to shopping habits or 
particular price or quality of cuts of foods that she would buy generally? 

Mr. WILLIAMS: That is correct, and at the present time they are working on 
the preparation of a major exhibit that will be used at fairs and exhibits across 
Canada during 1967. Of course, as you are aware, these things have to be 
planned in advance, and this will feature shopping habits. 

Co-Chairman Mr. BAsrorD: The meeting is adjourned. We meet again at 3 
o’clock this afternoon. I want to thank Dr. Barry, Mr. Williams and his officials 
for a very full and informative morning. Thank you again for preparing this in a 
hurry. 


The meeting adjourned. 
Upon resuming at 3 p.m. 


Co-Chairman Mr. Basrorp: Honourable senators and members, this after- 
noon we have as our witness, Professor Borje R. V. Kragh, head of the National 
Institute of Economic Research of Sweden. I am very grateful to the professor 
for coming here this afternoon. He is in Canada for a few days and has consented 
to appear before us. 

I am also grateful to the Swedish Ambassador and staff of the embassy for 
assisting with Dr. James in making the arrangements for this afternoon. 

Our guest was born on April 11, 1918. He was appointed assistant professor 
at the University of Gothenburg in 1947 and received his Ph. D. at the University 
of Uppsala three years later. 

For several years, between 1952 and 1956, he was a staff member of the 
United Nations’ Secretariat in New York in Economic and Social Affairs and 
later, in 1957, he took part in a United Nations mission to Mexico, and a similar 
Mission to Chile in 1962. 

From 1958 to 1962 he was director of the Department of Economic Affairs, 
Ministry of Finance in Stockholm. In 1962 he was appointed professor of eco- 
nomics at the University of Gothenburg. 
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After having been the acting director of the National Institute of Economic 
Research since 1962, he was appointed its head in 1965. 

He has participated in two missions for the OECD, the Organization for 
Economic Co-operation and Development, one to Spain in 1964, and another to 
Greece in 1965. This year he went to Argentina as a member of a mission 
sponsored by the Harvard Advisory Service. 

This afternoon Professor Kragh comes to us as head of the National Eco- 
nomic Research in Sweden which I understand is not exactly the same but 
something comparable to his being the Swedish John Deutsch. To the professor it 
is quarter past 10 p.m., rather than quarter past 3, so I do appreciate his being 
here this afternoon. 

The profession has a short statement to make, and then we shall be open to 
questions. 


Professor Borje R. V. Kragh, Head of the National Institute of Economic 
Research of Sweden: Thank you, Mr. Chairman. Ladies and gentlemen, I am not 
quite sure as to whether it is worth while your spending your time coming to 
listen to me and to ask questions which I may not be able to answer. But I shall 
try. I would like to begin with a brief description of the experience in Sweden of 
price stability or even inflation, I might call it. It might be useful to you to 
compare a country which is quite similar in many respects to Canada as far as 
resources go, and political stability and relative importance of exports, economic 
growth and so on which nevertheless has quite a different experience in the field 
of price development, which I understand is the main theme for this afternoon. 


Just to give the general idea about the difference, I looked up the Canadian 
figures for price development—consumer prices—in the years 1959 to 1965, and I 
found that there was an 8 per cent increase over this six-year period. This from 
a Swedish point of view is quite an amazingly stable price development. We had 
during the same period 25 per cent increase, that is more than 4 per cent per 
year on average. If you take out the consumer price index the increases caused 
by indirect tax changes we get a somewhat lower figure, but it is still from 19 to 
20 per cent which is more than double your rate of increase. 

You will understand, therefore, I was not very much impressed when I 
heard yesterday the Governor of your central bank complain about the price 
development in Canada. He said he saw no comfort in comparing prices with 
other countries, and I understand him to some extent because as the United 
States is the largest trading partner of Canada, you, in the first place, have to 
look at American price development. It is a little lower than Canada’s, but from 
the European point of view prices in these two countries are much lower than 
the countries of Western Europe. 

Sweden has to look to other countries for comparing prices and price 
development, and are not so much scared by developments in North America. 
Generally in Western Europe the price increases have been higher than in North 
America. Sweden is in the upper quarter bracket compared with the price 
developments in other Western European countries. 

The Governor said that a country which had this rate of expansion and 
wages is characterized as being in the ultimate advanced stage of expansion. 
Well, using this standard Sweden has been in the ultimate expansive phase for a 
decade now. The difference between Canada and Sweden in this respect is that 
we have and have had for a long time an acute shortage of manpower. We are all 
the time pressing against our resources and having the ambition of full employ- 
ment to press against resources almost inevitably also means some price in- 
creases. This too might not be an acute problem for Canada which I understand 
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still will have considerable increases in manpower to draw upon for increasing 
total production. But we have rather a diminishing labour force; the growth of 
the people in the productive ages is stagnating. We are envisaging a shortening 
of the working hours and lengthening of vacation time, so actually the effective 
supply of manpower will rather diminish over the next years rather than 
increase, but nevertheless Canada might in the foreseeable future have to 
encounter this problem too. 


The increases in your labour force are diminishing. You will probably 
gradually come to this problem too. As far as I understand it the United States 
has already encountered this problem. The supply of skilled white labour force 
in the United States is almost exhausted and therefore wage costs in the United 
States have been increasing. We judged from the European horizon that the two 
series of wage increases will converge in the not too far distant future and that 
will make our problems smaller than otherwise, but there are nevertheless 
problems. 


They seem to be acute just now, or in the very last few years. Perhaps I 
should describe shortly why the problem has not come up earlier. 


Back in 1949 we had a devaluation as you had in 1962. It seems to have 
played quite an important role as far as this wage and price problem is con- 
cerned. 


We devalued certainly more than was necessary at that time. The Swedish 
crown was undervalued in the fifties and there was quite a leeway for the profit 
margins which later on could be drawn upon to dampen the effect on prices of 
increases in wages. 


Furthermore, in the fifties, the Swedish export industry may be said to have 
been the wage leader. That is, wage increases in Sweden were geared rather 
intimately to the competing export prices in our main export markets, and, of 
course, that helped a lot to keep our export industry competitive. 

The wage negotiations usually started with the engineering industry which 
is by far our main export industry, and when they had reached their agreement, 
then the others followed rather closely in step. 


So these two factors helped us over the fifties: the devaluation at the 
beginning of this decade, and the role of the export industry as wage leader. But 
over the decade the profit margin started to erode and to shrink. Furthermore, 
the sale of export industries was taken over by the construction industry. I be- 
lieve this is what happened here in Canada too. That meant that the export 
industries were exposed to wage costs which were not consistent with the 
increase in the export prices in our markets. They had to carry an increasing 
part of these costs by their profit margins, and although they had been building 
up wide margins in the fifties, these gradually became exhausted. 

I can give you some figures for the development in the sixties of increased 
wage costs. Nominal wages increased by some 9 per cent a year in the total 
industry as well as in the export industries. Productivity increased quite fast, 


some 64 per cent a year, which meant that wage costs per unit, or unit wage 


costs, increased by some 25 per cent. 
Now, both wage cost figures and the productivity figures are quite higher 


than in Canada. A wage cost per year of 9 per cent, over such a long period of 


time, is unusual I think. But, also, the productivity figure of 63 per cent, that is, 
production increase per wage earner or worker, is quite a high figure also. The 23 
per cent increase in unit wage costs compared, however, unfavourably with 
export prices which did not rise that fast. The export prices increased some 13 
per cent per year, which meant there was 1 per cent difference. The costs 
increasing 24 per cent and the export prices 13 per cent gave a difference of 1 per 
cent which had to be carried by the profit margins. 
25225—4 
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On the other hand, the consumer prices, domestically, increase by 3 per cent © 
per year at least, not counting the changes in the income taxes, so that they © 


increased at double the rate of the export prices. So there were still profits in the 
home market. 

Perhaps I should comment a little on this increase in productivity because 
that has been one of the main weapons for Swedish policy in the price field. It is 


very important to neutralize wage cost by some comparable increases in produc- 


tivity. ; 

Much of the emphasis has been placed on these policies in the fight against 
price increases. There are two arms of this policy of keeping down costs by 
increasing productivity, and one is to stimulate investments. There again, I think 
we see quite a difference between Sweden and Canada in that in the Swedish 
investment field the share of investments in total production is at rather a higher 
level than in Canada. Investment in Canada is 27 per cent or 28 per cent of the 
G.N.P., whereas in Sweden it is above 30 per cent. This increase in the 
investment means that the capital stock, the productive stock, is quite modern. 
There is a rapid turnover not only within each industry branch modernizing its 
equipment, but also a rather fast change in the whole structure, a movement 
from stagnating or receding industries to the advancing dynamic industries. 

This is facilitated by the second arm of the productivity policy which 
concerns manpower policy. In the applied economic policy today this is perhaps 
the one field in which Sweden might have something to teach other countries. Of 
course, the field of employment policy is complementary. But if you just push 
for full employent you might make your employment structure too rigid. You 
have to combine it with facilities for transferring resources from the receding 
industries to the advancing industries. That is the job of the Swedish Labour 
Market Board, which has considerable money and training facilities for taking 
manpower from the receding industries to the dynamic ones. 

You cannot explain all productivity increases in Sweden by the capital 
decumulation. We have made some estimates of this relationship relating pro- 
ductivity to investment, but there is a residual, which I understand to a very 
large extent can be explained by the productivity increases caused by transfer of 
manpower from lower to higher productivity branches. Again, if you compare 
Canadian estimates of the same kind, it seems that the part of the productivity 
increase accounted for by this residual is not as large as in Sweden. Those are 
two important explanations, I think, of the high productivity which has allowed 
Sweden to keep its high rate of increase in nominal wage costs much above the 


Canadian rate of increase: The high investment quota and the manpower policy. — 


However, we have reached the stage where we have not only full employment 
but rather over full employment, and this situation exploded in a way in 1965 
when we had a very overheated domestic economy, domestic demand was al- 
lowed to expand at a high rate above the capacity to increase production and the 
balance was taken out of our external trade. The external trade deteriorated 
greatly in 1965. Incidentally, this in the last instance in Sweden is the criteria for 
judging the price development. External imbalance is a warning that the price 
development internally has been driven too fast, and that we have allowed costs 
to increase too fast and that will affect our external account. 

We have had an external account which has been balanced since 1949 up 
until 1965 and there is quite a clear relationship in the latter year between the 
expanded domestic demand internally and what happened to the external bal- 
ance. It is not so much that Sweden became non-competitive in our export 
markets, it is rather that the capacity for exports was not there. There was 2 
re-directing of our deliveries from export markets to home demand. 
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Much the same has happened a long time in the United Kingdom. As soon as 
the United Kingdom comes up with something that has the resemblance of a 
boom exports are diverted to the home market. 


Sweden, fortunately, has a lot of products which cannot be consumed at 
home, such as timber, and iron ore. In the long run, of course, the labour force 
might be taken from these industries over to construction industries and domes- 
tic production. However, in the short run that does not happen with our staple 
products. But diversion of goods happens in the short run in, for example, the 
engineering industries. In 1965 when domestic demand was allowed to run ahead 
then those export goods were diverted into the home market. 


You can follow almost product for product what happened. In the paper 
indusiries, for instance, there was an increased home demand for products of 
paper, and paper exports fell off. The home demand also showed on the import 
side. When at home, construction was expanding the import of raw materials for 
construction purposes expanded, too. From both sides, therefore, there was a 
clear deterioration of the external balance. That was the first time in decades 
that we became really alarmed about our external situation reacting to the 
internal situation. We had to dampen the demand at home, because wages 
reached a record level of increase in 1965. Not only the negotiated wages but also 
the wage drift increased very much. Therefore the policy was changed in 1965. 
In 1966 we had a reverse of the development and again it was quite obvious that 
economic policy changed the situation rather rapidly. 


Domestic demand was cut down by different methods and the external 
balance was improved considerably not so much because of the competitive 
situation in terms of cost changes, but simply in terms of delivery capacity; the 
periods for delivery or delays in delivery shortened considerably. 


Our exports increased again but on the other hand imports fell off. That is 
quite a lesson we learned in those two years 1965 and 1966. But certainly this 
problem will be with us for the next few years to come. It is quite clear we are 
out of the rather calm waters we have been sailing in before. And this is again 
because our labour market situation will stay tight. Labour will be very scarce; 
we will have to invest as before, but even at an accelerated rate. What we lose in 
manpower we have to make up for in more productivity. So in Sweden the rate 
of increase in investment is expected to be raised in the next five years even 
above the present level. That again creates problems regarding consumption. We 
estimate that investment must increase 5 or 6 per cent corresponding to some 4 
per cent in production. Private consumption cannot then increase more than 3 
per cent. It is a very open question—perhaps I should not put it that way; 
perhaps I should say it is unquestionable—that consumers will not be satisfied 
with an increase of 3 per cent, so there will be a considerable gap and it is still 
not known how economic policies will be able to attack this problem. 


Basically, of course, there is a conflict here between the way resources 
should be allocated according to the plan. Resources will have to be allocated to a 
large extent to investment, and there is no disagreement about the need for this 
distribution of resources or for their allocation. But the wage negotiation process 
does not take this into account. There is rather free bargaining in the labour 
market; trade unions push their claims as far as they can within certain limita- 
tions, of course. But lately there has been a little sharpening of the situation in 
the labour market. The large trade union is not so monopolistic as before and the 
others are not following so closely in their steps. Other groups like academic 
groups aim at more favourable settlements and push their claims. Then the trade 
unions become dissatisfied with the results of their agreements when they see 
that other groups of the population have got more. There is a little dissatisfaction 
and bitterness and sharpened competition between the parties on the employee 
side. I would say that the struggles are just as sharp as between the different 
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groups of the employees as they are as between the employers and employees. 
The outcome of this process is that the wage increases will go beyond any 
productivity increase. So the demand for consumption will be too high compared 
with what there is available to private consumption, considering the need for 
increases in investment. 

It will have to be solved somehow by dampening private consumption or by 
changing targets and giving less to investment and being satisfied with a smaller 
gross national product. The wage negotiating will also somehow have to be 
co-ordinated through solidarity between the bargaining parties. This concerns all 
different kinds of employees. 

I don’t know if I should go a little into the details about the kind of price 
policies we pursue. As I said we do not have an income policy. The partners in 
the labour market are left to themselves. It is an agreed principle that the 
Government should not participate in or affect the negotiations in the labour 
market; not even to the extent of giving guidelines for the scope of wage 
increases. In that context perhaps I should say that all the partners or the parties 
in the labour market are quite aware of the limitations. They just cannot agree 
upon which one should be the one to get the small increases and which to get the 
larger increases. They are quite aware that the maximum increase in average 
wages is determined by the prospective rate of growth. The employers, of course, 
forecast a rather low possible rate of growth and low possible wage increases. 
The employees take the opposite position of a higher rate of growth and better 
international prospects and so on but there are limitations to the different views 
of the possibilities—limitations inside which negotiations can go. 


In this regard labour market partners are using the same terms and the 
same definitions. It is a question of evaluating the economic situation and the 
problems. In fact the actual rate of growth will usually be in between the 
respective estimates of the partners. It is always the same: the employees are 
optimistic and the employers pessimistic. The Government has a “hands off” in 
this and therefore also no possibilities of influencing directly the prices and cost 
development. I have talked about the indirect ways in stimulating investment 
and by pursuing effective manpower policies. There have, however, been some 
efforts to work directly on prices. We have what is called a price and cartel 
board, but that is not a very developed instrument. The general principle is not 
to have any complete prohibition against price agreements such as directives for 
prices set by enterprises, common sales organizations, price lists, target prices, 
and so on. It has been contemplated that there should be a prohibition for these 
practices. But a prohibition always must provide escape clauses which might be 
quite numerous. It can be shown that some price agreements can add to the 
growth of the economy, but these are exceptions. Nevertheless, it is not a good 
law if you have to have too many escape clauses. The present law can rather be 
said to be a law against misusage of this kind, and thus law recognizes that some 
practices may be useful. The law thus is against misuses, but, again, the rein- 
forcements are not very strong. It is more in the field of public relations. 

The Prices and Cartel Board makes surveys of typical price areas, and they 
publish findings concerning prices. They circulate their findings in such a way 
that they give the various prices for identical products. As a matter of fact, they 
have found in many cases rather conspicuous price differences. I remember that 
one survey concerned potato prices in a narrow region, and the board found that 
the potatoes of inferior quality had the highest prices and the best potatoes the 
lowest prices. Of course, this disturbed public opinion. Such a thing has hap- 


pened in other areas as well. 

However, recently there has been a committee working on these problems 
and it brought out its report a year ago. That report, which is still under study 
concerns more intensive control of prices and intensification of the work of the 
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price and cartel board. First of all, it should work to remove obstacles for free 
competition. It should, for instance, act against any stipulations given in connec- 
tion with deliveries. There have been occasions of wholesalers or retailers 
complaining that they have been shut off from deliveries of the producers and 
manufacturers because they did not want to comply with the target prices set by 
the producers, or they did not want to combine the product with a certain kind 
of service or package or whatever it might have been. 

The role of the Prices and Cartel Board should be to give the consumer a 
fair and explicit choice between a combination of price and service so that the 
consumer will have the knowledge and the possibility of choosing a low-priced 
product with less service and less adornments and less packages, and so on, and a 
high-priced product which is somewhat better equipped and which might have 
more quality or might even be delivered to the steps of the consumer’s home and 
so on. 

The main thing is that it has to be made known to the consumers that there 
is a choice and what kind of choice they have. This board should go into the 
matter by publication and by campaigns of different kinds. And in this connec- 
tion the notion of target prices should be abolished. The enterprisers should not 
be allowed to give rigid directives concerning target prices at which a product 
should be served at the retail level. Rather, they should be made to set circa 
prices. 


Mr. JOYAL: A circa price? Would that be an approximate price? 

Co-Chairman Mr. Basrorp: We have suggested prices here. We have sug- 
gested retail prices. Would that be the same thing? : 

Professor KrAGH: It would be something like that, although that word, I 
believe, is a little stronger, because if you have a suggestion, it might be a harsh 
one. 

Co-Chairman Mr. BASsForD: That is exactly our problem. 


Professor KRAGH: Circa prices are not supposed to suggest anything strongly. 
It is just to give some kind of guideline. A circa price also means that it is not a 
fixed price, but is a price with wide margins in both directions and it is up to the 
choice of the retailer. At any rate, there should be something against the quite 
rigid price directives given now by many enterprisers. The change of the word is 
supposed to convey this kind of policy. The circa prices should also be listed with 
the Prices and Cartel Board. 

Then, for some time there had been another activity outside the Prices and 
Cartel Board which was taken up by the trade unions themselves. The trade 
unions have founded in many places price committees which survey the local 
prices of standard consumer goods. They notify their members their findings so 
that they might be able to choose the cheapest shops. Already the effect of their 
criticism of higher price brackets has, supposedly, given some push to the 
lowering, as much as possible, of the higher priced products. 

There is another innovation contemplated, something which is perhaps 
peculiar to Sweden and that is the institution of an ombudsman. I do not know if 
that word has been translated into English. 

Co-Chairman Mr. Basrorp: Yes, it is a word with which we are very 
familiar. 

Professor KRAGH: Fine. This is supposed to be extended to the field of 
consumption by consumer ombudsman who is supposed to protect the consum- 
ers. He would have an office of his own and he is supposed to protect the con- 
sumers against dishonest business practices. At his disposal he would have a 
research organization and affiliates for doing this kind of service. 

So far this is only on paper, but it was adopted unanimously by the 
committee reporting on the matter. 
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Then, of course, the consumer information should be intensified at all levels 
by means of campaigns. Generally speaking, the price consciousness of the public 
should be awakened. However, there is a little difficulty compared with Canada, 
for example, in that, as I understand it, the Canadian housewife or consumer is 
aroused even by a 1 per cent increase, whereas the Swedish housewife is not, 
because she is accustomed to increases of 2 or 3 per cent per year. Therefore, the 
Swedish consumers do not find it so very much even if they go up by 4 or 5 per 
cent. 

So it is easier, certainly, to develop and maintain a consciousness about 
prices when you have a record of stability such as you have here in Canada and 
in the United States than it is to awaken the consumers up to this kind of 
consciousness in Sweden. That is quite a slow process in Sweden and a painful 
one. 

I might finish by saying, perhaps, that we do not consider a price increase of 
a couple of per cent very dangerous in Sweden, in any event, because we have 
had this record of experience without very much happening, really. And when I 
talk about ‘“‘very much happening”’ I mean the external balance. Then we console 
ourselves also by saying that, after all, in the yearly price increases there is a 
large element of quality increase. The quality increases are not captured by the 
consumer price index, however. The price increase, therefore, is really to some 
extent neutralized by the quality improvement in many products. The consumer 
pays a higher price, but he is paying a higher price for a better product and that 
should, reasonably, be considered in the price index. I do not know if you have 
taken up that last defence line yet. 

Co-Chairman Mr. BAsrorp: Oh, yes, we have heard that. 

Professor KRAGH: That is all I have to say. Thank you. 


Co-Chairman Mr. Basrorp: Thank you very much, Professor, for a full and 
interesting statement. We now have some questions. Mr. Scott is first. 

Mr. Scott (Danforth): Professor, I gathered from your remarks that you 
seem to have attacked the whole price problem in Sweden on a pretty broad 
front, that is, dealing with investments and manpower policies and your external 
trade, et cetera. And yet you have told us that you now have reached the stage 
where wages are increasing faster than productivity. Do you consider that wages 
are the largest ingredient in price increases? 

Professor KraGH: Yes, I think they are. 


Mr. Scott (Danforth): In that case, where are you going to go from here, 
because we are reaching the point where the shortage of skilled labour has 
become worldwide and we are experiencing it here in Canada too. You told us 
that in Sweden you now have a condition of almost overemployment. Given that 
situation, how are you going to relate wages to productivity, what sort of steps 
do you envisage in the future as being able to contain wage increases to the point 
where they do match productivity? 

Professor KRAGH: One main line of attack is still the labour market policy, 
the manpower policy, the idea being that in keeping a general over all pressure 
as soon as bottlenecks arise in production you have to try to foresee them, if they 
do arise, to bridge them. The efforts to move resources from receding to advanc- 
ing industry has to be intensified. The Labour Board is making available more 
money and training facilities to undertake this transfer. This is one main way of 
dealing with it. 

Mr. Scotr (Danforth): How effective is that likely to be in a market where 
you have an extreme shortage of labour, which is increasing according to you. 

Professor KRaGH: Well, as I Say, we have no explicit income policy so the 
government cannot do anything directly by way of linking productivity to 
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wages. They have to leave it to the negotiating parties. They cannot do anything 
directly. 


Mr. Scott (Danforth): Why is that? 


Professor KRAGH: It was a principle that was established long ago. Both 
parties on the labour market will not take any interference by the Goverment. 

Mr. Scotr (Danforth): Could you describe briefly how this mechanism 
works? You have referred two or three times to the labour market. How does it 
function? 


Professor KRAGH: By central negotiation between the employers’ association 
and the trade unions, it is sometimes very prolonged. It took several months last 
time. Now we have a three year agreement, from 1966 to 1967 to 1968, and they 
agree upon a certain average increase in wages including social benefits of 
different kinds. Then in the second stage it is up to the trade unions to distribute 
part of this total increase as between their labour unions; but the main and 
principal agreements concern the overall increase in wages, the outcome depend- 
ing upon the strength of the two parties. But it helps very much in that they are 
aware of the broad limits within which the agreements must fall. 

Mr. Scotr (Danforth): How successful in your judgment have been the 
actions of the Price and Cartel Board? It has been suggested that in Canada we 
have a sort of price review board. Have you had any success in Sweden in that 
way? 

Professor KRAGH: We have not done anything very active lately. We have 
been successful in specific areas with prices, specific consumer prices, but com- 
pared to the total consumer price field I think it has been not very important. 

I would like to stress that the reason we have not been so very much 
occupied or alarmed before is that we have not had any troubles with external 
matters, and even now have not had any drain on our foreign exchange reserves, 
and that is the criteria that the wages have not been rising too fast. When we are 
in trouble with foreign exchange we will be really alarmed as to prices. 

Mr. Scott (Danforth): You seem to be in a position of accepting a continual 
rise in prices. 

Professor KRAGH: Nobody has been very much concerned about it until now. 

Co-Chairman Mr. BAsForpb: Mr. Allmand? 

Mr. ALLMAND: Dr. Kragh, when you have a situation where prices are 
continually rising, such as your situation, or even ours, these price increases are 
particularly hard on people with fixed incomes. In Canada this is especially so 
with respect to people on old age pensions, because they may have annuities or 
Government pensions or other pensions that they have saved for when they were 
working. I was wondering if in Sweden you have elevator provisions for this. If 
you have such great price increases how do people on fixed incomes deal with 
these things? 

Professor KRAGH: Well, the provisions are geared for 100 per cent compen- 
sation for price increases. 

Mr. ALLMAND: Do you do have elevator clauses in your provisions? 

Professor KRAGH: Yes. 

Co-Chairman Mr. BAsrorp: That is referring to government. Does that 
apply to private companies? 

Professor KRAGH: No. For a long time they have been working to be allowed 
to invest in shares, in order that their assets should be built up, but only a small 
amount of their assets can be used in that way. 

| Mr. ALLMAND: I suppose this applies not only to old age pensions but to the 
_ blind, the sick and deaf, and so on? 
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Professor KRAGH: Yes. 

Mr. ALLMAND: Does this also follow the consumer price index? 

Professor KRAGH: Where there is a specific pension index it is pretty close. 
One exception is childrens’ allowances, but they are not indexed formally, but 
raised by acts of Parliament in relation to the cost of living. 

Mr. ALLMAND: In trying to locate the causes for your increase in prices have 
you had any major introductions in social welfare in the past seven years which 
might have contributed to this rise in prices? 

Professor KRAGH: Yes. We have had several kinds of benefits which have 
been made available by payments for enterprises, and the main one is the 
additional pension fund which has been built up since 1960 and which is paid by 
percentage on the wage sum of the enterprises. It is now amounting to some 8 
per cent of the wage sum, is paid into the government pension fund which is an 
additional pension fund to the basic old age pension. 

Mr. ALLMAND: So if I understand you correctly this is passed on in the prices 
of the products and services sold by these people? 

Professor KRAGH: As far as it can be passed on, yes. 

Mr. ALLMAND: It would seem to me that the reason people are not much 
concerned in Sweden over such rapid increases is because of the elevator clause 
on fixed pensions, otherwise you would have the outcry that we have in Canada. 

Professor KRAGH: Yes. But, of course, earners of other fixed income are not 
escalated. 


Senator McDonaLp: This would be concerned with employed people? 
Professor KRAGH: No, not necessarily, but people living on capital income. 


Mr. ALLMAND: Do you have any type of compulsory arbitration in essential 
services if there is a labour dispute—is that in your law at all? 


Professor KraGcu: If it is deemed a danger to society there can be compul- 
sory arbitration. 


Mr. ALLMAND: You do not have it at all? 
Professor KrRAGH: Yes, we have if it is geared to the social situation. 


Mr. ALLMAND: Is there a provision for such compulsory arbitration in your 
labour disputes act? 

Professor KrAGH: Yes, but it has not been used for a long time. 

Mr. ALLMAND: But it could be? 


Professor KRAGH: Yes, it could be. Recently the teachers were striking but 
the government did not interfere. On the contrary, it was the academic union 
which tried to get the Government down, calling by striking for all Government 
officials through the Minister of Finance, and so on. 


Mr. ALLMAND: Do you have any laws which regulate advertising and sales 
promotion expenses? 


__ Professor KraGu: No, not directly, that I know of. I am not so very familiar 
with that. We do not have the unfair advertising code, as in some other countries. 


Mr. ALLMAND: Have there been any studies in Sweden on the effect of 
advertising and sales promotion on the price level? 


Professor KraGu: No, not that I know of. I will ask my friend here. We have 


a voluntary agreement between the enterprises themselves but not on the side of 
the Government. . 


oo. ALLMAND: I see; and do you have any controls on packaging or labell- 
ing? 


Professor KRAGH: I am sorry, I am not very familiar with these things, but I 
have not heard of it. 
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Mr. ALLMAND: Do I understand you to say that you don’t have any laws 
similar to those we have in the United States and Canada—anti-combine and 
anti-monopoly laws? 

Professor KRAGH: We have this price and cartel board whereby all cartel 
agreements have to be registered. 

Mr. ALLMAND: You accept them? 

Professor KRAGH: If there is a case of an arrangement damaging to the 
economy it can be handed over to another ombudsman which is called a free 
competition ombudsman—how shall I translate it—or freedom of enterprise 
ombudsman. 

Co-Chairman Mr. BASForD: Dr. McGrand has a supplementary question. 

Senator McGRAND: Who decides when it is dangerous to the economy? 

Professor KRAGH: The price and cartel board—they hand it over to the 
ombudsman who decides it in the first instance. 

Senator McGrRAND: Do you have any strikes at all? 

Professor KrAGH: Yes, but very few. We have had some this autumn but our 
last big strike was in 1946. 

Mr. ALLMAND: One final question: What percentage of your consumer retail 
stores are co-operatives in Sweden? I understand the co-operatives play a big 
role in Sweden. Would a large percentage of food stores be co-operative? 

Professor KRAGH: I wouldn’t know—10 per cent or something like that. 

Mr. ALLMAND: What about the other types of consumer stores? 

Professor KRaGH: It would be different in different groups. Clothing is 
higher and in rubber boots they once cornered the market. They have gone into 
fields where free competition has been threatened. It is quite different in differ- 
ent markets. 

Mr. ALLMAND: Are co-operatives in Sweden organized into a vast national 
association? 

Professor KRAGH: Yes, they are. 

Co-Chairman Mr. BASForD: Senator Carter. 

Senator CARTER: Could you tell the committee what percentage of the labour 
force is unionized in Sweden? 

Professor KRAGH: I cannot. I would not like to quote a figure, but I would 
say 90 or 95 per cent. 

Senator CARTER: Practically all the labour force? 

Professor KRAGH: Yes. 

Senator CARTER: When you have a pricing policy your union leaders are 
conscious of your efforts to equate price increases with productivity? 

Professor KRAGH: Yes. 

Senator CARTER: And they know what your objective is and it is up to them 
whether to co-operate or not? 

Professor KRAGH: Yes. 

Senator CARTER: This 3 per cent that has been going on practically each 
year—is that confined or is that a general increase to all items or is that an 
average? Are there any commodities such as food or clothing that go up much 
higher than 3 per cent? 

Professor KRAGH: Yes, rents have of course been quite stable for long 
periods. Food is rather above the average and textiles far below because there is 
a large share of those which are imported from countries with lower prices and 
this keeps prices down. In food we have a special arrangement to protect the 
farmer’s income which means that the prices are higher and rising higher than 
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import prices. That is the main reason for the price increase. 

Senator CARTER: What percentage of the items in the average retail store in 
Sweden would be imported? Do you produce most of your items yourselves or 
would you produce half and import the other half? 

Professor KRAGH: For ordinary consumption? 

Senator CARTER: Yes. 

Professor KRAGH: Well, the total import is almost 25 per cent of total 
production, and in the consumption it is quite above this percentage because in 
other segments like housing it is much smaller—below the average. 


Senator CARTER: Does that not complicate the problem? You have no control 
over what you import. Do you have a tariff board which tends to keep prices 
down? 

Professor KRAGH: No, except food pricing which is controlled when import- 
ed. The low tariffs also influence the productivity increase, which I forgot to 
mention, as competition is supposed to drive industry into progressive and 
dynamic sectors and cutting down those which cannot compete and cannot go 
ahead. 


Senator CARTER: This price and cartel board that you spoke about—does 
that or is that a sort of watchdog about price fixing to prevent manufacturers 
from getting together and fixing prices for their products? 


Professor KRAGH: Yes, it is, but the initiative usually has come from the 
wholesalers or retailers themselves who have taken their case to this ombusd- 
man when they have been denied deliveries. 


Senator CARTER: This acute manpower shortage which you have had over a 
number of years, how has that affected the development of automation? 


Professor KRAGH: Very much so. It is speeding up very much. 
Senator CARTER: It has accelerated greatly? 
Professor KRAGH: Yes. 


Senator CARTER: Do you have any machinery in your Government whereby 
you keep a watch of profit margins of various companies? Do they have to 
declare them? Are they published? 


Professor Kracu: In the yearly statements, but it is not very explicit. 


Senator CARTER: These ombudsmen you have spoken about, the free enter- 
prise one and the consumer one, do they keep tabs on this? 


Professor KRAGH: They do not keep watch on the overall profits. 


Mrs. MAcINNIs: I have two or three questions rather unrelated. Dr. Kragh, 
you spoke about the domestic demand having to be cut down during this recent 
period by various ways. When you were trying to cut down domestic demand for 
consumer goods, was there any distinction made between luxuries and basic 
goods that people needed? Was there any distinction in the way you did the 
clamping down? 

. Professor KRAGH: Yes, in a way. First of all, there was an overall basic 
increase in the turnover tax, but then as always there was a clamping down 


on liquor and tobacco and this sort of thing, which are the favourite targets of 
the Minister of Finance. 


Co-Chairman Mr. Basrorp: Mrs. MacInnis, would you wait just a moment, 


please? I wonder if you would mind terribly if Dr. McGrand asked a few 
questions? He has to appear in the Senate. | 


Senator McGranp: I was going to ask you if there is a good relationship 
between management and labour? Is there somewhat of a policy developed by 


both the workers and management by which the workers of the company share 
in some way in the profits of the company? Do you have that? 
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Professor KRAGH: No, we do not. 

Senator McGRAnp: There is no profit sharing, in other words. 

Professor KRAGH: No, there is no profit sharing. 

Senator McGranp: Is there any effort on the part of management and la- 
bour to define the policy which the company is going to follow? Do you know 
their program and their policy? Is it worked out by co-operation in any way? 

Professor KRAGH: No, not in the sense of investment policy. It rather 
concerns the working places, so to say, the working conditions and such things. 
The administration. There are specific boards, joint boards for this kind of thing. 

Senator McGRAND: One more question. Why is it that Sweden, Germany and 
Canada and so many countries have a shortage of skilled workers? Is there some 
chance that production is going to overtake consumer demand? What is making 
this consumer demand so large that you cannot overtake it? 

Professor KRAGH: One main factor is simply the population structure of 
Sweden. 

Senator McGrRAND: But what I am saying is that it is common to Sweden, 
Germany, Canada, United States, and Australia and so on. 

Professor KRAGH: No. As I understand it Canada, for instance, has a natural 
increase in the working population of about 2 per cent each year, whereas we 
have none. That makes quite a difference. 

Senator MCDONALD: Why do you not have a natural increase? 

Professor KracH: You have to go back to the birth rate 20 or 30 years 
ago, sir. 

Senator McGrRaAnp: What is the population of Sweden now? 

Professor KRAGH: Seven and a half millions. 

Senator McGranp: It has not increased very much, then. 


Professor KRAGH: No, it has not. We rely really on immigration for increases 
in the labour force. 

Senator McGranp: All right, I am through. 

Mrs. MAcINNIS: Could I go back for a minute? When you put these restric- 
tions on consumer demands did you make any effort to protect the basic things 
people need for food and rent and so on? Did you make any attempt to make it 
easy to get a basic level of commodities or did you not? 
| Professor Kracu: No. 

Mrs. MAcINNIs: You relied entirely on gearing your low income and pen- 
sions to that. 


Professor KRAGH: Yes. 


Mrs. MAcINNIS: Right. Now, you spoke about the Prices and Cartel Board 
and indicated that the unions more or less made available to their members the 
findings of these boards in regard to prices and wages and so on. Have you in 
Sweden any organized consumer movement quite apart from the trade unions, 
among consumers in all walks of life and all occupations, which would do a job 
like that? 


Professor KRAGH: No. At least I might add here that these trade union 
committees on prices are not related to the Prices and Cartel Board. They are 
independent. 

Mrs. MAcINNIS: But you do not have any independent consumer movement? 

Professor KRAGH: No. 

Mrs. MacInnis: I wanted to ask just little bit about advertising. We are 
troubled a lot in Canada, at least we have seen it in this committee, by big 
powerful groups of manufacturers advertising over the television and radio and 


1376 JOINT COMMITTEE 


making people want a lot of things just by high pressure advertising. This 
knocks the market out of gear and makes people’s incomes go out of gear too. Do 
you make any attempt to control that or does that situation exist in Sweden? 

Professor KRAGH: No. Advertisement on radio and television does not exist 
in Sweden. It is excluded even to the extent that when televising ice hockey or 
football the television camera men should be very careful not to catch any 
advertising signs. 

Mr. Scott (Danforth): You have no advertising or television?. 

Professor KRAGH: No, sir. 

Mr. ALLMAND: Is there any private television? 

Professor KRAGH: No. 

Co-Chairman Mr. Basrorp: Let us all go to Sweden. 

Mrs. MacInnis: I really think we are striking pay dirt. Following on Mr. 
Allmand’s question about co-ops, how much of a factor is the co-operative 
movement in holding prices and the economy steady in general? It is a useful 
factor? 

Professor KRAGH: I think it is quite a useful factor in keeping prices down 
because they have intervened in several cases of monopoly and even the threat 
of intervention is quite forceful, it would seem, in keeping things from appearing 
at all. 

Mrs. MacInnis: Do you have a co-operative legislation? 

Professor KRAGH: What do you mean? 

Mrs. MacInnis: Does the government have a law to regulate or look after 
co-operatives? 

Professor KRAGH: I do not think so. They just fall under the general law, I 
think, of enterprises. I might add that television and radio on the other hand are 
used for consumer information. We have a consumer institute which looks into 
the quality of certain products and compares them, and they appear on television 
with their findings. 

Mr. ALLMAND: You have only government controlled radio and television? 
You have no private television or radio? 

Professor KRAGH: That is right. 


Senator McDonaLD: What about advertising in the daily press by large 
companies or by any other companies? Do they advertise their wares in the daily 
newspapers in Sweden? And I mean the local food and clothing stores, for 
example. 

Professor KRAGH: They do, but not nearly to the extent they do in North 
America. You know if you can get a chicken for $1. 


Senator McDona zp: Is there any control of advertising in the newspapers? 
Professor KraGH: The control is all up to the newspaper itself. They have 
some kind of screening of advertisements. 


Mr. McCUTCHEON: Professor Kragh, you made a slight reference to two 
pensions for the citizens. Would you explain to me, please, just a little of how 
they work? Will you explain the level at which they operate? 


Professor KRAGH: Yes, one is an old age pension which we had since the 
First World War. 


Mr. McCurcueon: Is it universal? 

. Professor KRaGH: Yes, it is universal and it amounts to about $1,000 or a 
little more per year. The other one is a supplementary pension scheme which is 
supposed to, when it is functioning, give any pensioner 60 per cent in pension of 
the income he earned on average in his best 15 years of income earning. He is 
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guaranteed that, and then, on the other hand, all over his earning lifetime he 
pays or rather his employer pays a certain per cent of the payload into this fund. 
As of now the fund has existed only five years and there has been a very small 
outgoing payment so far. You have to have it 30 years before it reaches full 
function, so up to now there has been only a very small amount of fund 
expenditures. 

The fund amounts now to 25 per cent of the total credit market supply. If 
you add the lending of all savings banks, private insurance companies and the 
borrowing by shares or bonds in the open market 25 per cent of this lending 
amounts to the annual additions to this fund. In another five years it would 
amount to some one third of the total credit market. So it has accumulated very 
quickly in this period. 

Senator CARTER: What is the pension age, 65? 

Professor KRAGH: Sixty-seven. 

Mr. McCutTcHeEon: And with the blending of the two pension plans one could 
conceivably have 100 per cent of their better years, could they, Dr. Kragh? 

Professor KRAGH: In the low income brackets, yes. 

Mr. McCutcuHeon: Thank you very much. 

Co-Chairman Mr. BASForD: Senator Thorvaldson? 

Senator THORVALDSON: I am rather amazed at how you have been able to 
live with inflationary prices such as you have had. It seems to me they have been 
a lot higher than in the United States or in Canada. Can you give us the 
approximate figures of your increases from now as against say ten years ago. 

Professor KRAGH: Consumer prices? 

Senator THORVALDSON: Yes. 

Professor KRAGH: If you take the 1959 position, it is 25 per cent above that, 
but it was about the same rate in the fifties too. 

Senator THORVALDSON: Your prices have gone up about 25 per cent since— 

Professor KRAGH: 1959. 

Senator THORVALDSON: That is not very much higher than in Canada. 

Professor KRAGH: Oh, yes, it is. 

Co-Chairman Mr. Basrorp: We had some material filed by Professor 
Neufield from the international financial statistics showing percentage change 
from 1958 to May 1966; for the United States 12 per cent: Canada 15 per cent; 
South Africa 17 per cent; Norway 28 per cent; Italy 32 per cent; Sweden 33 per 
cent; France 36 per cent; and Finland 39 per cent. 

Senator THORVALDSON: I recall those figures. Just one question in passing. 
You said there had been devaluation in Sweden in 1949. Did that devaluation 
have a marked effect on prices, and did prices start to rise in an extraordinary 
fashion as the result of the devaluation? 

Professor KRAGH: No, not at all compared with the Korean war crisis. 

Senator THORVALDSON: You said wage costs in Sweden had increased ap- 
proximately 9 per cent a year. 

Professor KRAGH: Wages, yes. 

Senator THORVALDSON: And your productivity about 6 per cent? 

Professor KRAGH: Six to 7 per cent. 

Senator THORVALDSON: How do you fare in regard to investment capital, 
does Sweden get investment capital from outside, or do you provide your own 
entirely? 

Professor KRAGH: We don’t get any capital from the outside world, it is 
domestic. 
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Senator THORVALDSON: You generate your own capital? 

Professor KRaAGH: Yes. 

Senator THORVALDSON: Have you had any great problems in regard to 
generating enough capital to continue the increase of productivity and the 
standard of living, and so on? 

Professor KRAGH: Not so far. As a matter of fact the investment develop- 
ment in Sweden in the sixties increased because of incentives that were given at 
the end of the fifties and later on. There might be trouble now because the profit 
margins have been squeezed mostly in the export industries where the wage unit 
costs have increased in relation to prices. These profits have been pared down, 
which means that the industry to an increasing extent have to go to the credit 
market on investment financing. The financing is to more than 50 per cent now 
provided by the credit market, and enterprisers might become reluctant in 
relying to that extent on financing, specifically when it comes to investment for 
research. We had to develop forms of financing to suit those kind of needs, and 
the pension fund is envisaged as one possibility to give this kind of credit. 


Senator THORVALDSON: Another point. You are associated, of course, with 
EFTA, just the same as the Common Market. Has that been a beneficial institu- 
tion to you over the years? 

Professor KRAGH: It is difficult to say. Our export position has developed 
quite well with regard to the European community. But that simply shows that 
the countries in the European community have been advancing more dynamical- 
ly than EFTA. Even if we have lost out there in some markets our exports to 
these countries have been growing faster than in the United Kingdom where 
production has hardly increased at all. So these factors have been more impor- 
tant until now than EFTA. 


Senator THORVALDSON: Therefore, you have to keep careful watch. Is your 
trade in pretty good balance from year to year? 


Professor KRAGH: Yes, because up to 1965 we didn’t do anything about it, 
that is the amazing thing. 


Senator THORVALDSON: Is there a specific government policy to achieve that 
result? 


Professor KRAGH: No. 
Senator THORVALDSON: Or does it just happen? 


Professor KRAGH: It just happens, and that is why we haven’t been alarmed 
about price developments. 


Senator THORVALDSON: Many of us have really admired the way your 
economy has operated and what you have achieved in your country. I now want 
to refer to one or two other things. What about interest rates? I suppose they 


have gone up similar to the manner in which they have done in Canada and the 
United States? 


Professor KRAGH: Yes, interest has been going up all over during the past 
three or four years. We have a 6 per cent discount rate, and you have to pay 
more than 7 per cent to place a first grade bond issue in the market, and still this 
does not tell the whole story of the tightness of the credit market. There are 
many enterprisers who would like to pay a higher rate of interest, but there is no 
credit available. 

Senator THORVALDSON: Would you indicate the effect briefly of the tight 
rates in your country? Is that putting a brake on your economy, or the reverse? I 
recall you used the phrase we use here “overheated economy.”’ 

Professor KRAGH: Yes, the fact that we have had an overheated economy 


shows that the credit policy is not tight enough. We should have had a bien 
interest rate to keep back investments. 
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Co-Chairman Mr. BasrorpD: Before going back to Mr. Scott, may I ask a 
question? You said in your statement, Professor Kragh, that the wage level had 
been geared very intimately, to use your words, to the export industries. Just 
how are they geared? 

Professor KRAGH: That was in the fifties. The export industries had a clear 
notion of what they could reasonably pay in wages in order to keep a reasonable 
profit margin and still be competitive in their markets. As they were rather 
strong, they negotiated with the employers first and only then with the other 
segment of the labour market. In the fifties employment was not so full as it is 
now, and that meant that enterprisers were in a good position to give their side 
of the story and to link the wages to their profit possibilities. But, as I said, in 
the sixties the situation changed. There was full employment and a better 
bargaining position for the wage earner. And industry has lost touch with their 
market prices and had to draw upon their profit margins. 

Senator McDonatp: Do you have one large confederation of labour unions 
or a multiplicity of small unions in your country pertaining to different indus- 
tries? 

Professor KRAGH: We have unions within different branches, but it is a very 
strong central union, and the bargaining is undertaken by the central office 
although of course with consultation with all the branches. 

Senator McDona.p: Do you just have one strong central union? 


Professor KRAGH: Yes, it is unusually strong, I think, compared with other 
countries. 

Senator McDonatp: And all your smaller unions are federated with this? 

Professor KRAGH: Yes. 

Senator McDona.p: And the large union does the bargaining on behalf of 
all? 

Professor KRAGH: Yes. 

Co-Chairman Mr. BAsForpD: You have said that the bargaining between the 
two parties is between two limitations, the employers’ limit and the employees’ 
limit both related to productivity and both using the same criteria and definitions 
and speaking the same language. I think many people in Canada get the 
impression that the two parties are talking completely different languages and 
using different criteria with management saying “We will pay as little as we 
possibly can get away with” and the employees saying ‘“‘We will get as much as 
we possibly can.” How do you get people using the same definitions and talking 
the same language? 

Professor KraGH: Perhaps I should first amplify what I said about central 
trade unions. If I don’t, it might look a little peculiar. As I said before, engineer- 
ing industries were the wage leaders. That was in the fifties when the bargaining 
Was not as advanced or formalized as it is now. Before going into bargaining, 
inside a central union, of course, there is a lot of discussion of the common target 
and the way that the gains should be distributed between them. Earlier the 
engineering industry had the big say which it does not have any more. Now, as 
concerns the common language talked by labour unions and employers’ associa- 
tions, I primarily mean the same kind of theory. They all understand the impact 
of wages on prices and the importance of competitiveness for the export indus- 
tries. The trade unions themselves have been concerned lately with the problems 
of the export industry and the possibility of selling their products, and they 
realize that if they cannot sell the Government has to cut down internally on 
domestic demand. 

Senator THORVALDSON: In other words, they must not price themselves 
out of the markets of the world. 
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Professor KRAGH: Yes. That means they certainly are aware of some kind of 
ceiling for their claims. That ceiling is, however, a little higher than the employ- 
ers’ associations’ concept of the same ceiling, but at times like now when the 
export industries are threatened they come closer to each other than before. 
They are bargaining between these limits and usually those limits are so close 
that one can be certain there will be an agreement in between, and no strike. It 
is a question of finding a course partly by strength in this No Man’s Land. 

Senator HoLLETT: Would you care to make a statement as to what in your 
opinion will be the end result of this continual increase in wages and consumer 
prices? What will be the result regarding what I would call your dollar? 

Professor KRAGH: Well, as I said, we are a little more hopeful with regard to 
our neighbours than you might be so far as the United States is concerned, 
because in the United States they have quite a high performance with regard to 
prices and wage costs. In North America you have not only had good price 
stability but also you have had profit increases, as far as I know. The profit 
margins have been increasing. The picture is quite different in Europe. In spite 
of high prices, profit margins have been squeezed considerably. As long as price 
increases in Sweden keep pace with its main competitors in world markets, we 
don’t worry about it and we have this consolation of large productivity increases 
and also in the fact we have come quite some distance so far as social security 
goes. We say to ourselves that other countries must have a pension fund and 
perhaps they have to get this 10 per cent of the payroll to be paid by the 
enterprise. We have already taken this 10 per cent. The same applies to sick 
benefits and so on, so we think in the future they will have to catch up in this 
way and we will have the relative edge in our course of development. But this 
might be an illusion. I don’t know. Until now we have not had any clear danger 
signals on the external side except in 1965 when it was not so much a question of 
competitiveness as too much pull on the domestic demand. We don’t see any 
immediate danger in continuing this process. 

Senator HoLLetT: Do you think there will ever be any stop to this 3 per 
cent—will it change and slow down to a stop? 

Professor KRAGH: No. 

Senator HoLuetT: Well, then, how will this end? 

Professor KRAGH: We end up with a higher price level, but that does not 
concern us so much. 

Senator HoLLETT: Then it may be that in another 20 years we will have to 
pay 100 per cent more for a hundredweight of apples. 

Professor KRAGH: In some countries in South America they have had a 30 
per cent increase over a period of years while others have had a greater degree 
of price stability than the United States and Canada and yet they do not live as 
well as the others. 

Co-Chairman Mr. BASFORD: Mr. Scott. 


Mr. Scott (Danforth): Do you have provincial governments in Sweden? 

Professor KRAGH: Yes, we have. 

Mr. Scott (Danforth): Do you find much difficulty in implementing Gov- 
ernment policies because of the existence of provinces? 

Professor KraGH: No, not very much because they are very weak. The local 
communities are stronger than the state Government. The only difficulty really is 
that our state governors are so very ambitious with regard to their states. They 
want to have all industry centered there. If you were to put together all the 
plans for the different states you would find they would require so much. capital 
and labour force that we could not supply them in 50 years. 
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Mr. Scotr (Danforth): You seem to have achieved an objective that has 
eluded us for having labour and management really bargain together for some 
sort of national objective. How has this come about? By tradition? How did you 
accomplish it? 

Professor KRAGH: I think it is a rather long process of education. Labour has 
had the experience in years past of finding that when they had the best bargains 
on paper it came out worse as prices soared in those years. They do not stand to 
gain much by excessive wage claims. 

Mr. Scott (Danforth): One last question; you mentioned when you were 
talking earlier that your Government does a lot of directing of investment. What 
agencies do you have to do that? 

Professor KRAGH: No, they do not make many direct investments for busi- 
ness cycle purposes. When you have a slump you try to encourage investments 
and when you have a boom you try to cut investments off. It is more at this 
general level. 

There are some policies for localization of investments, but that is not very 
important, really. 

Mr. Scott: But your Government does not directly intervene in the econo- 
my for investment purposes. 

Professor KRAGH: No, on a general level only. 

Mr. Scott: That is all, thank you. 


Mr. MANpDzIuK: Do you have any control over the retailer-price to the 
consumer-price? 


Professor KRAGH: No. 
Mr. MANDZUIK: No control whatsoever? 


Professor KRAGH: No, except that by this mechanism of the Prices and Cartel 
Board against unfair prices, but not on the general level. 


Mr. MANDZIUK: This Prices and Cartel Board is not a Government board? 
Professor KRAGH: No, it is. 


Mr. ALLMAND: Dr. Kragh, has the percentage of the STOss national product 
which goes to labour been increasing in recent years? 


Professor KRAGH: Yes, it has. The share of the wage sum in total income has 
increased in the sixties. 


Mr. ALLMAND: It has increased in the sixties. 

Professor KRAGH: Yes, in spite of the increased payments to the pension 
fund. 

Mr. ALLMAND: What sector of the economy has been receiving a decrease in 
return from gross national product? Rents? 

Professor KRAGH: And, profits. 

Mr. ALLMAND: Rents and profits are smaller. 

Professor KRAGH: Yes. The profit margins have been squeezed during the 
last few years. 

Mr. ALLMAND: You said that you got all your investment capital from within 
Sweden. Do you have some kind of a public corporation for the investment of 
funds that lends money to private enterprise so that you can assist your national 
industries to develop? 

Professor KRAGH: No, we have a specific organization only for the small 
and medium enterprises. 


Mr. ALLMAND: Which lends money to smaller enterprises? 
25225—5 
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Professor KRAGH: Yes. But otherwise it is by the banks and insurance 
companies and so on. Most specifically it is the banks. They do have an Industry 
Bank in Norway, but they do not in Sweden. 


Mr. ALLMAND: Finally, what is.the percentage of private investment to 
public investment? 


Professor KraGcu: As far as I remember the public investment, if you take 
state and local authorities together, would amount to some 10 billion crowns, and 
if you take private investment, it would amount to 15 billion crowns. 

Mr. ALLMAND: Ten to fifteen? 

Professor KRAGH: Yes, it is 40-60. 

Mr. ALLMAND: Has the public sector been increasing? 

Professor KRAGH: Oh, yes. 

Mr. ALLMAND: According to percentages? 

Professor KRAGH: Yes. But industry has been increasing too, so that it is 
commerce and transportation and those sectors which have been falling back. 

Mr. ALLMAND: Is the transportation public? It is public in Sweden, is it not? 

Professor KRAGH: It is both public and private. The railways—well, here I 
am referring to the public sector, not to public enterprises. 

Mr. ALLMAND: But I meant to include those. 

Professor KRAGH: But they are not in principle organized on a pay-as-you- 
earn so that they are autonomous enterprises, really. 

Mr. ALLMAND: So, in my question, your national railways would be included 
as being in the private sector? 

Professor KRAGH: Yes, and the post office and the like would also. 

Mr. ALLMAND: Therefore, if you include those in the public sector the 
percentage would be much greater still. 

Professor KRAGH: Yes, it might be 50-50. 

Mr. JoyAL: Following Mr. Allmand’s question, what percentage out of your 
gross national product is ascribable to wages and salaries? 

Professor KRAGH: About 70 per cent. 

Mr. JoYAL: The figure for Canada given to us earlier by some other expert 
such as yourselves, sir, was approximately fairly stable at 49 to 50 per cent. 

Professor KRAGH: Oh, no. 

Co-Chairman Mr. Basrorp: Mr. Joyal is referring to Canada, sir. 

Professor KRAGH: Oh, in Canada. 

Mr. JoYAL: You mentioned that there was no advertising on radio or on 


television. I think I understood you to say in answer to another question that 
there was limited advertising in the newspapers. 


Professor KRAGH: It is not limited. 

Mr. JoYAL: It is just not the habit of the country, I suppose, to have big 
advertising? 

Professor KracH: Not compared with the American newspapers. 

Mr. Joya: And yet the demand pull for consumer products has probably 
been much stronger there than it has in North America, if we use the price 
index as an indicator. Is this a correct statement to make? 

Professor KRAGH: Yes. 


Mr. JOYAL: So we could conclude that in our country either advertising does 
not, as someone said the other day, throw a match into the gasoline, or, it might 
also be said, it is merely useless. I do not know which view you would share. 
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Professor KRAGH: No. I do not think you can draw that conclusion, because 
there might be comparatively less advertisement in Sweden because there is no 
need for it. The household income has advanced much faster there than in the 
United States or in Canada. On the other hand, the profit margins have increased 
in the United States and Canada whereas they have diminished in Sweden. So, 
with an advance in household income and in consumer demands, they can sell 
everything they produce. 

Mr. JOYAL: Following again from Mr. Allmand, I understood you to say that, 
if you included the expenditures of your public corporations, and I mean those 
that are state-owned, the proportion of public expenditures to gross national 
expenditures would be in the ratio of about 50-50. 

Professor KRaAGH: No. This concerned only investments. 

Mr. JOYAL: Oh, investments? 

Professor KRAGH: Yes. 

Mr. JOYAL: Have you got figures on what would be the relative proportion 
between public and private expenditures in terms of your gross national prod- 
uct? I believe the figure that I last saw cited for Canada was about 34 per cent. 
I believe that was it. 

Professor KRAGH: That is very high. It is not so high in Sweden. 

Mr. JOYAL: For Canada about 35 per cent of the gross national product was 
made up of public expenditures. 

Professor KRAGH: That is a very high figure. 

Mr. JOYAL: Yours is lower? 

Professor KRAGH: I will take a look. 

Mr. JoyaL: Of course, this includes the federal, provincial and municipal] 
government expenditures in Canada. 

Professor KRAGH: It is 30 per cent in Sweden. And that is considered to be a 
high percentage. Yet yours is supposed to be higher? 

Mr. JoyAL: This includes all levels of government, however. I take it you 
have the same three levels of government as we have here. 


Professor KRAGH: Yes. You certainly have stronger provincial governments, 
but, nevertheless, all in all I am astonished that you have a higher percentage. 
You know, this percentage is usually used to characterize countries with a great 
degree of socialism. 


Mr. Joya: I do not think we have been shy in using it as a criterion here 
either. 


Professor KRAGH: It is a measure of the Government’s share of resources of 
a country. 


Co-Chairman Mr. BASForD: In Canada it could indicate the degree of 
Over-Government. 


Senator McDONALD: You are among professionals now, when you come to 
socialism. 

Co-Chairman Mr. Basrorp: Just a moment. I think you were off on that 
figure, Mr. Joyal. I believe the figure is $5 billion out of $33 billion. 

Professor KRAGH: Which is 15 per cent. 

Mr. JOYAL: I understood that that represented only the federal expenditures. 

Co-Chairman Mr. Basrorp: No, that is Government expenditures. 

Mr. Joyau: The federal Government’s budget is $5 billion, I understand. 
Does that include the provincial expenditures? 

Co-Chairman Mr. BasrorD: You would have to go back to Mr. Bryce’s 
examination and his evidence. Gross national expenditure in constant dollars in 


1384 JOINT COMMITTEE 


1965 shows an amount of $5 billion in Government expenditure out of a total 
gross national expenditure of $33 billion. 

Mr. Joya: So that is only about 20 per cent. 

Co-Chairman Mr. BASForD: Yes. 

Mr. Joya: One final question, if I may. I understood you to say that when 
your two major parties meet at the bargaining table it is a council of industry, 
presumably, with trade unions, that they will assure a certain percentage in- 
crease on nominal wages; but then I undertood you to say that after this the 
trade unions have to divide the pie among themselves. Is that what creates even 
a greater conflict between various segments of your wage earners as against the 
conflict with management? 

Professor KRAGH: No, I am sorry, you misunderstood me. Everybody gets a 
certain general increase and then there is another share of the total cake which is 
distributed mainly among the lower wage earners, perhaps. I meant that part of 
the conflict between the trade unions, that is, the workers, and, on the other 
hand, the white collar unions which are mainly outside the trade unions—the 
civil servants, for instance, or the academic people. They are much smaller than 
this big trade union but they usually have their negotiations after the big trade 
unions. Then they manage to push up a little farther. The first agreement will 
give least and then they become dissatisfied with their share. 


Co-Chairman Mr. BAsrorp: I should have asked this for the record before. 
Can you explain briefly what the National Institute of Economic Research is, its 
purpose and function? 


Professor KRAGH: Yes. It is a government institution, and we are subor- 
dinated to the Minister of Finance. Our task is to follow the economic develop- 
ment inside and outside the country and to report regularly on that develop- 
ment. We make forecasts for one year to one and a half years in advance. Our 
forecasts are specifically geared to our manpower policy interests in the sense 
that when we make a production forecast for different branches, different 
industries, different sectors, we try to get the employment implication in the 
forecasts. So, if the forecast is an increase in production in the forest industries, 
we therefrom derive the demand for woodcutters and timber cutters in the 
forests, which concerns the manpower policy. Our reports are included in the 
budget documents. 

Then we have a research division which works on the economic model, and 
so on. 

We also have the obligation to pronounce ourselves in the committee reports 
which are produced on anything touching economics, which is a very burden- 
some task indeed. For instance, we would have to pronounce ourselves on your 
reports and take them up from an economic and academic point of view. 

We are independent in the sense that if we follow our instruction nobody 
can interfere with our work. The minister does not see our report until it is in 
galley proofs. 

Of course, we might not always see matters eye to eye with the minister, 
and in this respect my position could become difficult. He can, of course, if he 
wishes, squeeze my appropriations, which would not be very pleasant. In that 
case I could retire and take my chair at the university. That would be an escape 
clause, as you might say. 


Co-Chairman Mr. Basrorp: Is the position of the institute meant to be 
representative of the different elements in the Swedish economy? 

Professor KRAGH: No, not at all. We have nothing directly to do with 
organizations of the private sector, except of course that we get most of our 
information from them, and they are very co-operative. We get information 
from industry which they never would disseminate to their own members, 
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because that would give them inside information. I think we are trusted and that 
is why we get a lot of information from them. They complain to start with, but 
that is an educational process, too. 

Co-Chairman Mr. BASForD: Senator Carter. 

Senator CARTER: I would like to ask a supplementary to clarify a point made 
in an answer by the professor earlier. When this negotiating takes place between 
labour and management the negotiations are conducted by the central union on 
behalf of the labour force, on behalf of the employees. Does this central union 
bargain with each industry separately or with an employers association? 

Professor KRAGH: No, they bargain as an employers association. 

Senator CARTER: For all industry in Sweden? 

Professor KRAGH: Yes. 

Senator CARTER: And when this bargaining is going on, the pension scheme 
which apparently costs around 8 or 9 per cent of the current wage, the employer 
pays that. Is that taken into consideration as part of the bargaining as well? 

Professor KRAGH: Well, perhaps you misunderstood me. The outcome of the 
wage negotiation is not 9 per cent but something like 4 to 5 per cent, but then the 
rest is wage drift which is obtained outside of that. 

Senator McDONALD: This is your fringe benefit? 

Professor KrAGH: No, it is the additional wages. 

Senator CARTER: The additional amount of the extra productivity once you 
have taken out what goes into the pension fund? 

Professor KRAGH: Yes. 

Senator CARTER: Then that is shared up? 

Professor KRAGH: Yes. 

Senator CARTER: That is what they bargain for? 

Professor KRrAGH: In the negotiation they consider implicitly that the wages 
will be much higher than they negotiate because of the succeeding wage drift, 
and they also consider this along with the wage increases to different branches, 
because those branches that do not get much wage drift get the highest nego- 
tiated wages. Now we have a three year negotiated wage arrangement. We hope 
that that will contain the wage increases. 

Senator CarTER: That is a device you have built into your negotiation 
procedures? 

Professor KRAGH: Yes. 

Co-Chairman Mr. Basrorp: Having set a time limit, I am going to violate it 
by one question. I want to refer to your price and cartel board; when you have 
private companies that are merging, what would be the degree of control of a 
market that you would regard as undesirable? 

Professor KraGH: I don’t think it would be considered really. I think 
mergers are quite free. 

Co-Chairman Mr. Basrorp: And so some process of merging could go on to 
the point that someone could control 100 per cent of the market? 

Professor KRAGH: Yes, I think so, but I don’t think this problem has been 
acute mainly because of our imports which assure competition anyway. 

Co-Chairman Mr. BASForD: I happen to regard it as acute in Canada. 

Professor KRAGH: It might be in construction. 

Co-Chairman Mr. Basrorp: Professor Kragh, on behalf of the committee 
please accept our very sincere thanks for coming here this afternoon and taking 
time from a very, very busy schedule and giving us the benefit of your knowl- 
edge and wisdom. We do appreciate your Swedish contribution to Canadian 
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parliamentary proceedings. I would also like to thank the Swedish Embassy for 
making the arrangements to have Dr. Kragh available. There is a close relation- 
ship between our two countries—a close and friendly one, and I know that by 
being here this afternoon you have added to it very much. Thank you very much 


indeed. 
Professor KRAGH: Thank you. I appreciate it very much to have had the 
opportunity to come. 


The committee adjourned. ‘ 
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SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Commit- 
tee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 
| “The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
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lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, 
November 22, 1966:— 


The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 

The question being put on the motion, it was— 

Resolved in the affirmative. 

J. F. MacNEILL, 


Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, November 22, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Cook, Croll (Joint Chairman), 


Hollett, McDonald (Moosomin), McGrand and O’Leary (Antigonish- 
Guysborough) .—6 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, MacInnis, Matte, McCutcheon, McLelland and Whelan.—38. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 


Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


Replies to questions asked of the Department of Agriculture, submitted by 
Mr. S.B. Williams, Assistant Deputy Minister, were ordered to be printed as 
Appendix No. 10 to these proceedings. 


The following were heard: 
Swift Canadian Company Limited: 
Mr. P.L. Ayers, President. 
Mr. L.V. Spalding, Secretary. 
Mr. W.P. Christian, General Sales Manager. 
Mr. A.H. Beswick, General Processed Meats Manager. 
Mr. R. E. Swan, General Beef, Lamb and Veal Manager. 


At 12.30 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 


Chairman), Hollett, Inman, McDonald (Moosomin), McGrand and O’Leary 
(Antigonish-Guysborough ).—8. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, Code, McCutcheon, Olson and Scott (Danforth).—7 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 


Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following were heard: 
Dominion Bureau of Statistics: 
Mr. A.D. Holmes, Director, Prices Division. 
Mr. Grove A. Lane, Chief, Retail Prices Section. 
At 4.45 p.m. the Committee adjourned until Thursday next, November 24, 
at 9.30 a.m. 
Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, November 22, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 

Senator DAvip A. CROLL and Mr. RON BASForRD, M.P., Co-Chairmen. 

Co-Chairman Senator CROLL: I call the meeting to order. At the outset I 
wish to place on record replies extracted from correspondence dated November 
10 and November 24, 1966, received from the Department of Agriculture over 
the signature of Mr. S. B. Williams, Assistant Deputy Minister, Production and 
Marketing. Some of these are of a general nature and some are of a more specific 
nature, and those members who asked specific questions will receive a copy of 
this material before the record is printed. These will appear in the record as of 
today. 
(See Appendix No. 10 following DBS evidence) 


: Swift Canadian Co., Limited gave evidence before the committee on Tues- 
day, November 8, and you have the printed record of those proceedings before 
you—it is No. 16. Subsequently they were requested to augment and amplify 
their presentation. They are doing that today. Mr. Ayers is on my left and he has 
some members of his organization with him whom he will call from time to time 
and they will identify themselves. Go ahead, Mr. Ayers. 


Mr. P. L. Ayers, President and General Manager, Swift Canadian Company, 
Limited: The information which the committee requested of Swift, Canadian Co., 
Limited at the hearing which was held on November 8, 1966, is contained in the 
appendices to this reply. 

The “subject” is a short description of the subject matter about which 
certain information was requested. 

The “reference” is to the pages of the transcript of the proceedings before 
this committee on November 8, 1966. 

The “reply” is, for the most part, a brief description of the information set 
forth in the relevant appendix. 


Request No. 1. 


Subject: Financial statements of Swift Canadian Co., Limited for the fiscal 
years 1960-1965 inclusive. 


Reference: Page 1050. 

Reply: Appendix I contains a copy of the Financial Statement of the 
company for each of the years 1960-1965 inclusive. Appendix I was furnished by 
the company’s auditors, Arthur Young, Clarkson, Gordon & Co., Chartered 
Accountants, Toronto, Ontario. Each financial statement includes a balance sheet, 
a statement of income and accumulated earnings, and certain explanatory notes. 
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Co-Chairman Senator CROLL: The members of the committee have received 
the brief, and all the appendices, so we will continue and come back to this later. 


Mr. AYERS: Request No. 2. 


Subject: Appendix “B” of the company’s brief dated November 8, 1966, in 
dollars. 


Reference: Page 1050. 
Co-Chairman Senator CROLL: These appendices are in the back of the book. 


Reply: Appendix II sets out in dollars the information which was contained 
in Appendix “B” of the company’s brief dated November 8, 1966. Appendix II 
consists of six pages, one page for each of the years 1960-1965. 

The information contained in Appendix “B” referred to above is different 
in form to that which is contained in the financial statements prepared by 
Arthur Young, Clarkson, Gordon & Co. 

In order that the members of this committee may readily reconcile the two 
sets of figures, a reconciliation for each of the years is provided. 


Co-Chairman Senator CROLL: That commences on page 15 of the brief. Just 
take a look at that for a moment, and we will come back to it shortly. 

Mr. AYERS: Request No. 3. 

Subject: Appendix “B-1” of the company’s brief dated November 8, 1966, 
re advertising and promotion, food products only, expressed in total dollars. 

Reference: Page 1050. 


Reply: Appendix III sets forth the advertising and promotion costs ex- 
pressed in total dollars. Appendix III also contains the per hundredweight and 
the per dollar information which was set forth in Appendix “B-1” referred to 
above. 

Co-Chairman Senator CROLL: That is the next page. 


Request No. 4. 


Subject: Furnish copy of pro-forma type co-operative advertising contract. 
Reference: Page 1052. 


Reply: Te help increase sales of its products, the company openly offers 
promotional monies to all of its customers. 
| The company does not use a formal contract, but rather offers the plan to all 
of its customers and, if accepted by the customer, pays on the basis of preven 
performance. 
_ Appendix IV is a copy of the “Profit Dividend Plan” which was effective 
January 1, 1965-December 31, 1965, for Newfoundland, Prince Edward Island, 


pera Scotia, New Brunswick, Quebec and Ontario, except the Fort William sales 
erritory. 


Request No. 5. 


Subject: Fees paid by Swift Canadian Co., Limited to Swift & Company, 
ago, Illinois, for research management, etc, and how determined. 


Reference: Pages 1063, 1067, 1068. 


Chic 


Reply: Appendix V sets forth the total payments made by Swift Canadian 
Co., Limited to Swift & Company, Chicago, Illinois, for each of the years 
1960-1965 inclusive, for the various services rendered by Swift & Company to 
Swift Canadian Co., Limited. 

It also sets out separately the charges which relate to food. In each case the 


ae are also expressed as a percentage of Swift Canadian Co., Limited dollar 
sales. 


CONSUMER CREDIT 1393 


The fees charged by Swift & Company for services rendered to Swift 
Canadian Co., Limited are determined as follows:— 
(a) There is an annual charge for research of about $100,000. Approxi- 
mately 30 per cent of this charge is related to food research. 
(b) A charge to cover Swift & Company’s cost of other services rendered. 
(c) A charge of $13.00 per $1000 on export orders arranged by Swift & 
Company for shipments to countries other than the U.S.A. Although 
we have our own export department, we take advantage of any 
additional business obtained through Swift & Company. 


Request No. 6. 

Subject: Prices paid by Swift at Toronto for hogs and cattle and wholesale 
selling prices of beef and pork, for each of the three weeks specified. 

Reference: Page 1070. 


Reply: Appendix VI, page 1, sets forth the estimated average price paid per 
hundredweight, Grade “A” hogs, delivered Toronto plant, basis warm dressed 
weight, and the selling prices of the major wholesale cuts for the first complete 
week of February, 1965, the first complete week of February, 1966, and the last 
complete week of October, 1966. 

Appendix VI, page 2, sets forth the estimated raw cost of choice steer beef in 
the cooler, Toronto plant, with value of by-products deducted, on a per hundred- 
weight basis for each of the above weeks. 

Appendix VI, page 2, also contains the per hundredweight selling prices 
delivered chains for choice carcasses, choice hinds and choice fronts, for each of 
the above weeks. 


Request No. 7. 

Subject: Information as to the availability of bellies, either American or 
Canadian, at the time the prices rose. 

Reference: Page 1071. 


Reply: Appendix VII, page 1, is a graph which shows the wholesale price of 

Swift’s Premium 1 1b. sliced bacon, the combined U.S.A. and Canadian frozen 
belly stocks and the combined U.S.A. and Canadian weekly hog kills for the 
period November, 1964-October, 1966. 
Appendix VII, Page 2, shows two graphs. The graph at the top of the page 
shows the variations in U.S.A. and Canadian hog kills and U.S.A. and Canadian 
frozen belly stocks for the period November, 1964-October, 1966. The graph on 
the lower part of the page shows Ontario hog producers Grade “A” prices, U.S.A. 
bellies cents per Ib. delivered Teronto, Canadian bellies cents per lb. Toronto, 
and the wholesale price per lb. of Swift’s Premium sliced bacon delivered store 
door chains, Toronto, for the period November, 1964-October, 1966. 

The scales of the above graphs have been adjusted to facilitate comparison. 

Both Canadian and U.S. average weekly kills were at their lows in June, 
July and August, 1966 (excluding Christmas and New Year short weeks). Going 
into June there were available in U.S. and Canadian freezers approximately 
67,700,000 Ibs. of bellies. June kills provided insufficient bellies with the result 
that 18,500,000 lbs. of bellies were taken out of storage. At the start of June, U.S. 
bellies could be imported into Canada because of price, and Swift Canadian Co., 


_ Limited purchased U.S. bellies to supplement its Canadian stocks to meet the 
- demand. | 


In July 22,800,000 Ibs. of bellies moved out of storage to supplement fresh 
Production and meet the demand. During July, U.S. belly prices rose over 
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Canadian belly prices on a delivered Toronto basis with the result that our 
company did not import any U.S. bellies in July. 

In August, 14,000,000 lbs. of bellies moved out of storage to supplement 
fresh production tnd meet the demand. U.S. hog kills picked up and U. S. belly 
prices fell so Canada was on the import basis. In the time required to import 
these bellies into Canada, demand pressures on Canadian bellies sent them up to 
a high in mid-August until U.S. bellies started to flow into Canada during the 
last half of August in substantial quantities. 

In September only 4,300,000 lbs. of bellies moved out of the freezers—ob- 
viously the fresh supply and demand were closer in balance. Canada continued 
on an import basis and belly prices fell precipitously the last 10 days of 
September when U.S. bellies flowed into Canada and depressed Canadian belly 
prices. 

This drop in belly prices continued through October as kills increased and 
fresh belly production became surplus, resulting in 3,500,000 Ibs. of bellies going 
into freezers in the U.S.A. and Canada. 

Appendix VII, page 3, sets out the average weekly combined Canadian and 
U.S.A. hog kills, Canadian and U.S.A. combined freezer stocks and Canadian and 
U.S.A. belly values Toronto basis for the period November, 1964-October, 1966. 


Request No. 8. 

Subject: Information as to the number of bellies Swift Canadian Co., 
Limited bought or transferred from sources other than the Ontario market. 

Reference: Page 1071. 

Reply: Appendix VIII sets forth the total weight of bellies purchased by or 
transferred to the Toronto plant during the months of June, July, August, 
September and October, 1966. A transfer in this case involves a shipment from a 
Swift Canadian Co., Limited plant outside of Ontario. 

Request No. 9. 

Subject: Profit on sliced bacon. 

Reference: Page 1078. 


Reply: Appendix IX sets forth the estimated profit per pound before tax on 
sliced bacon for the period November, 1964-October, 1966. 


Request No. 10. 

Subject: Breakdown of item “Other Expenses” as used in Appendix “B” of 
the company’s brief dated November 8, 1966. 

Reference: Pages 1074. 


Reply: Appendix X shows a breakdown of the item “Other Expenses” as 
used in Appendix “B” of the Swift Canadian Co., Limited brief dated November 
8, 1966. 


Request No. 11. 


Subject: Reference Appendix “C” of the company’s brief dated November 8, 
1966, for the period November, 1964, to date, by periods, give the total cattle 
slaughtered and estimate percentages, if possible, of choice beef carcasses, and if 
possible, corresponding related sales dollars for choice carcasses. 


Reference: Pages 1076, 1077, S-9, T-1. 


_Reply: Appendix XI sets forth the number of cattle killed, the number of 
choice steers killed, the per cent of choice cattle, the average sale price per 
hundredweight choice and the estimated total dollars received from the sale of 
choice beef, by weeks, for the period November, 1964-October, 1966. 


That, Mr. Chairman, covers the situation to date. 
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Co-Chairman Senator CROLL: I will call on Mr. Urie first. 

Mr. UrIE: Mr. Chairman, I think, first, that Mr. Ayers and his associates 
should be commended for their diligence in providing the answers that were 
requested by the members of the committee. They have done so very fully, and I 
am sure the information contained in the supplementary brief will be of great 
assistance to the committee. However, there are a few things I should like to 
investigate, and I am sure the members of the committee have some points to 
bring up as well. 


First, Mr. Ayers, if I may, I will refer you to Appendix I of your supplemen- 
tary brief, and the financial statements for the years 1960 to 1965. Starting with 
1960 I would like to have read into the record the gross sales and net profits for 
the years from 1960 to 1966, and have those net profits related to invested 
capital. Mr. Ayers, you will recall that during the testimony you gave on No- 
vember 8 you stated that the percentage shown in your brief at that time— 


Co-Chairman Senator CROLL: What is the page? 


Mr. URIE: It is on page 1074. In answer to a question from me, Mr. Ayers, 
you said: 
This percentage return is arrived at by dividing total assets, including 
cash, accounts receivable, inventories, depreciated value of fixed assets, 
into net earnings after tax, and multiplying by 100. 


That is on page 1074, about ten lines from the bottom. I wonder if you could 
provide us with information showing your return on investment in relation to 
invested capital or shareholders’ equity, as has been done by other witnesses? 
We did not ask this specific question, but perhaps this could be calculated. 


Mr. AYERS: Do you have that, Mr. Spalding? 


Mr. L. V. Spalding, Secretary, Swift Canadian Company Ltd.: No, I do not, 
but we can get it for you. 
| Mr. URIz: Perhaps you could give us that in a few minutes? 

Mr. SPALDING: Yes. 

Mr. URIE: Secondly, I would like to refer to Appendix X of your supplemen- 
tary brief, which shows a breakdown of the heading “Other Expenses” in your 
original brief. In particular, I would like to refer you to “Advertising and 
Promotion”. For the year 1960 advertising and promotion is shown as $1,976,000, 
and it goes through from there to 1965 where it is $2,469,000. In one of your 
other exhibits you show a breakdown between the two—that is, between adver- 
tising and promotion. 

Co-Chairman Senator CROLL: Appendix III. 

Mr. URIE: Yes, that is Appendix III. I wonder, sir, if you could show what 
the items are under the heading of “Advertising” in the various years—what 
amounts were expended on the various media of advertising. 

Mr. AYERS: Do you mean as far as radio, television and newspapers are 
concerned? 


Mr. URIE: Yes, and magazines, and so on. 
Mr. AYERS: We have not got that breakdown with us; I am sorry. 


Mr. URIE: Very well, we will skip that. I am not so much interested in that 
as Iam in promotion. Under the heading of “‘Sales Promotion” could you give us 
a breakdown of the various types of sales promotion in which you indulge. 
| Mr. AYERS: I am sorry, but we did not break this advertising down. I did not 
realize you wanted that. 


Mr. URIE: That is all right, but I am talking about sales promotion now. 
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Mr. AYERS: I doubt whether we have a breakdown in dollars with us, but I 
think Mr. Christian has the detail of how this is spent. 


Mr. W. P. Christian, General Sales Manager, Swift Canadian Company Ltd.: 
Included in this area of promotion would be sales—that is, our own salesmen’s 
sales meeting expenses for promoting a product. 

Mr. URIE: Who are those sales meetings with? 

Mr. CHRISTIAN: With our own people, on one side. This is one type of sales: 
promotion. Another type would be dealer meetings where we present programs 
to dealers. This would include the purchase of point of sale materials. 

Mr. URIE: What do you mean by that? 


Mr. CHRISTIAN: Advertising materials that are useful at the retail level to 
promote the sale of our products—window banners, and things of that nature. It 
would include the cost of matts and electros used by newspapers to reproduce 
retail ads— 

Mr. UriE: That would be your co-operative advertising? 


Mr. CHRISTIAN: Yes, it is part of that program. It would include the store- 
wide events programs, which are outlined in our exhibit. 

Mr. URIE: You are referring to Appendix IV, are you, Mr. Christian? 

Mr. CHRISTIAN: That is right. Our own sales incentives are included. In other 
words, in any sales campaign if a salesman wins a campaign and wins a prize 
then it would come under this sales promotion expense. I think I have covered 
the broad area. I may have missed something, but I think I have covered the 
broad area. Yes, there is also the exhibition advertising expense. This was 
changed— 

Mr. URIE: That is the C.N.E.? 


Mr. CHRISTIAN: Yes, and other exhibitions if and when we participate. In 
earlier years, for our own accounting purposes, the point of sale materials were 
carried as advertising. Similarly, the expenses with respect to the C.N.E. and 
other exhibitions were carried as advertising, but somewhere along the line we 
changed that from advertising to sales promotion. 

Mr. Urtg: Are you able to give us any figures today, Mr. Christian, as to how 
much you spent, for example, under your Profit Dividend Plan which is shown 
on Appendix IV? 

Mr. CHRISTIAN: No, I do not. have any total figures. 


Senator CARTER: May Iaska supplementary question, Mr. Chairman? 
Co-Chairman Senator CROLL: Yes. 


Senator CARTER: Of all these items you have mentioned, which is the 
greatest? Does one stand out as being bigger than all the others? 


Mr. CHRISTIAN: There are two figures that I can recall. The first is our 
payments for store-wide events materials, and if my memory serves me correct- 
ly, this ran to $100,000. The payments to make available matts and things of that 


kind ran to something around $50,000. These are the two largest sums that stay 
in my memory. 


Mr. URIE: But, last year there was $991,000 odd spent on sales promotion, so 
obviously there are many more items included under that heading. 


Mr. CHRISTIAN: Yes, the exhibition costs from $50,000 to $75,000. 


Mr. URIE: What did you pay to the merchants or retailers for displays in 


their stores—the aisle and end displays? Is that included in your Appendix IV, 
the Profit Dividend Plan? 
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Mr. CHRISTIAN: I am advised that approximately $370,000 is the figure. It 
would be in this area. 


Co-Chairman Mr. Basrorp: I have a supplementary question. Which item 
in Appendix III is the Profit Dividend Plan of Appendix IV? Which one of the 
breakdowns that you have there js it in? 


Mr. CHRISTIAN: It would be in “Sales Promotion”. 


Co-Chairman Mr. Basrorp: But of the breakdowns per hundredweight- 
—which item would that be in? 


Mr. CHRISTIAN: It would also be under “Promotion costs per cwt.” 


Mr. URiz: For example, of the $300,000 odd that you spent in cash for the 
rental of aisle and end displays— 


Mr. CHRISTIAN: I do not like to correct you on this, but all of these activities 
take place at the retail level. 


Mr. URtIkE: For sales promotion, the heading on sales promotion. 


Mr. CHRISTIAN: We pay for total performance during that period of time, 
without separating them. 


Mr. URIE: Outside of this plan? 
Mr. CHRISTIAN: No, that is within. 


Mr. URIE: Within. That is the question on which I was not clear. There 


are such things as in-store display of all kinds, all included in this profit dividend 
plan? 


Mr. CHRISTIAN: That is correct. 

Mr. URIE: And you cannot give us total expenditures at the moment of the 
amount paid in the various years pursuant to this profit dividend plan? 

Mr. CHRISTIAN: No. I gave the figure for 1965 of $370,000. 


Mr. URIE: All types of in-store displays, including banners, in-store demon- 
Strations, shelf displays, and all that sort of thing? 


Mr. CHRISTIAN: That is right. 

Mr. URtE: Is there anything else I have missed? 

Mr. CHRISTIAN: I do not know, frankly. 

Mr. URIE: Do you give coupons with any of your products for redemption? 
Mr. CHRISTIAN: We have had coupons. I do not know of any at the moment. 


Mr. AYERS: They are very incidental. We do not issue any coupons at the 
present time. 


Mr. URIE: When did you last have coupons? 

Mr. AYERS: About two years ago; we cut them out. 

Mr. URIE: You cut them out. Why did you cut them out? 
Mr. AYERS: We did not think they paid off. 


Mr. URIE: You mentioned incentives, Mr. Christian, a few minutes ago. What 
are their nature, and how much was spent on them? 

Mr. CuRISTIAN: I cannot tell you how much. We prepared a lot of incidental 
details. But we may have a campaign, such as giving a suit of clothes in a given 
Sales area. We break that down to five or six sales areas in Canada, and therefore 
have half a dozen suits throughout Canada for our salesmen. 

Mr. UrrE: Do you mean to encourage them to increase their volume? 

Mr. CHRISTIAN: Right, sir. 


Mr. UrtE: How much did you spend over and above your profit dividend plan 
With your retailers or co-operative advertisers? 


| Mr. CHRISTIAN: We have a plan which is available and offered to everybody 
_ for case allowance. For example, if the dealer purchases— 
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Mr. Unt: Is that under your profit dividend plan? 


Mr. CHRISTIAN: It is a separate plan, and this money is used by the retailer 
to do whatever he pleases to promote the sale of that product for such items as 
canned meats, shortenings, and things of this kind. 


Mr. UrIE: What do you give them for promoting. 
Mr. CHRISTIAN: I beg your pardon? 
Mr. Unite: What do you give him, what is the incentive? 


Mr. Curistian: The incentive on Prem is 40 cents a case; the rate on dog 
food 15 cents a case of 48 tins. 


Mr. Uru: Is this type of thing always in existence, always available to any 
retailer that wants it the year round? 


Mr. CHRISTIAN: That is right. 


Mr. Urre: How do you insure when you give him these allowances that he in 
fact spends the money? 


Mr. CHRISTIAN: He must first spend the money. 
Mr. Unie: He must first spend the money and satisfy you? 
Mr. CHRISTIAN: Yes. 


Mr. Urtz: And then he is reimbursed for it on the basis of your standard 
form. 


Mr. CHRISTIAN: We run a coupon account showing the number of cases 
purchased and showing the number of dollars which would be accumulated, and 
as he spends it it is debited to the account. 


Mr. Urie: Could you furnish a copy of that plan, sir? 
Mr. CHRISTIAN: Yes. 
Mr. Urie: May I enter one other field and get away from advertising 


promotion for a moment. On the question of service charges, with respect to your” 


parent company there is shown on page 6 of your supplementary brief an annual 
charge on research of about $100,000. 


Co-Chairman Senator CroLL: That is Appendix V, is it not? 


Mr. Unie: That is right, and it is related to page 6. What I was interested in 
was B on page 6—or perhaps I had better deal with C first, which reads: 


A charge of $13 per $1,000 on export orders arranged by Swift & 
Company for shipments to countries other than the U.S.A. 
Mr. AYERS: Yes. 


Mr. Urte: What were the total exports for areas other than U.S.A. during 


the year 1965, for example, and how much did you pay by way of service charge 
for those? 


Mr. AYERS: Our sales which were engineered mostly by the U.S.A. during. 
that particular period offshore were $3,317,000. 


Mr. URIE: What service charge did you pay? 
Mr. AYERS: Approximately $40,000. 

Mr. URIE: That was in 1965? 

Mr. AYERS: That is right. 


Mr. UriIE: Would you tell the members of the committee what the other 
charges of approximately $60,000 included? 


Mr. AYERS: I can give you a general statement. Engineering services, such as: 
modernization studies, planning group facilities, equipment, counselling, esti- 
mates on buildings, Beds and design. That is one group. Then, general operating,. 
with the operating diviniens that is, the United States advise our operating. 


—— 
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division about operating matters across the country. Consultation and transpor- 
tation matters. Rate negotiations to our country, U.S.A. Rate analysis and 
location studies, that is, where we should locate a particular building, and so on. 
Internal audit division, where they service, as with unit auditing and accounting 
systems. Credit services, where they help us in credit plans across the country. 
Services with regard to product testing. Commercial research data. They also 
furnish us with special programs for training our people in specialized areas in 
marketing and sales training, and things of that kind. 


Mr. URIE: Now, how do they determine the value of those services in dollars; 
in other words how do they determine the charge to you? 


Mr. SPALDING: I think one point you mentioned was, did it have any relation 
to the North American sales, which it does not. The charges are determined on 
the basis of their estimated time spent on Canadian affairs—Canadian projects. 


Mr. URIE: Who estimates that, sir? 


Mr. SPALDING: They do, sir, Swift Company estimates this. Actually they are 
applying themselves to the task, and they then determine their charges on the 
basis of the various divisions of the business. 


Mr. URIE: So it is not on a per diem or on an hourly basis or fee basis, but on 
what they consider the services are worth? 


Mr. SPALDING: Based on the performance they do for us. 


Mr. URIz: Based on the performance they do for you. Are those services 
performed at your request or are they voluntarily given to you? 


Mr. AYERS: Both. We request services, and they will also volunteer. 


Mr. URIE: If they volunteer, they charge the same fee or rate or charge as 
they would if they request the service? 


Mr. AYERS: Yes, that is right. 
Mr. SPALDING: That is right. 


Mr. UrtE: Is there any possibility, sir, for you to refuse the services volun- 
tarily given, in order that you can retain more of the earnings of the Canadian 
operation? iG ok | 


Mr. Ayers: We feel that we can get by with not too heavy a charge basis for 
what they give. 


Mr. URIE: You feel that for 1965, $660,000 is —? 
Mr. Ayers: A fair charge for the work they do for us. 
Mr. URIzE: Do you ever have discussions as to the fairness or adequacy of this 


Mr. Ayers: Yes, we have. We review it from time to time. 
Mr. URIE: Have they been able to satisfy you? 
Mr. Ayers: They have, in every case. 


Mr. UrtE: Is this charge related in any way to percentage on your Canadian 
Sales? 


Mr. AYERS: Not to my knowledge. 
Mr. SPALDING: No, sir. 
Mr. URIE: May I turn to your Appendix I, the financial statements. For 1960, 


on your Statement of Income and Accumulated Earnings, Statement 2, page 2, 
you show that—in addition to the service charge, which I gather in that year was 
as shown in your supplementary brief—you paid a dividend of $7 million to the 


Parent company. In 1961, in Statement 2, apparently no dividend was paid. Is 


| that correct, sir? 


Mr. SPALDING: That is right, sir. 
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Mr. UrtE: In 1963, dividend was declared. I presume it was paid. 

Mr. SPALDING: It was paid. It was $200,000 that was paid in that year. 

Mr. UriE: $600,000 was declared and only $200,000 was paid? 

Mr. SPALDING: The balance was paid in the following year. 

Mr. UrtieE: In the remaining years, 1963 to 1965, inclusive, I have not been 
able to observe that any dividend of any kind has been paid? 

Mr. SPALDING: That is right. 

Mr. Unie: The only dividend paid to your parent company during the years 
1961, 1963, 1964 and 1965 were the payments which you have shown as service 
charge? 

Mr. SPALDING: That is right. 

Mr. Urie: No other payments of any kind? 

Mr. SPALDING: Other than payments for products, or materials. 

Mr. Urre: Which, Mr. Ayers has pointed out the last time, was purely on a 
competitive basis. If they could not meet your prices you could get them 
elsewhere? 

Mr. AYERS: That is correct. 

Mr. Urte: The only payments made were the service charges—other than in 
the years mentioned. How was there such a tremendous dividend paid in 1960? 

Mr. SPALDING: We do not have the records of previous dividends, but this 
was an accumulation of earnings, as you can observe, and this was a matter of 
policy at that time, Mr. Urie. 

Mr. URIE: I see. All right, now again on Appendix I, looking at the same 
Statement of Accumulated Earnings, interest received in 1960, less interest paid, 
$311,343, Statement 2 of the 1960 statement. I may run through all the amounts 
in each of the years. The interest received, less interest paid was: 


bo WR Toh Ragin bead A ei Ona i $28,502 
PL OO ices wise eee ghee Caen ne eee ea ere 32,617 
DEE IGS 4 are peor tare ete s ol Moth hv atk Rene es ee 28,747 
Tt LOGE. Pee ees che eo ee Soper ete le eet 15,870 
PROTOSS fA PRY Sah ee eee ete 76,918 


How were those various figures arrived at and what was the source of the in- 
come received? What was the interest paid for? 


Mr. SPALDING: That is the interest received. 
Mr. URIE: It is a contra account, interest received less interest paid. I would 
like to know what interest was received and, secondly, what interest was paid? 
Mr. SPALDING: In 1960 we had surplus funds available from time to time 
during the year and these were invested in short term securities, with discounted 
interests. This was the bulk. In that one year this was pretty well the bulk of the 
amount you see there. 
Mr. Urte: Were the short term securities Canadian short term securities or 
American? 
Mr. SPALDING: Canadian. 


Co-Chairman Senator CRoLL: Gentlemen, neither Prudential nor Atlantic. 

Mr. SPALDING: We are happy about that. 

Mr. URIE: I would think so. In the other years they went from $28,000 to 
$76,000. Is that in each case the same story, that they are the surplus funds? 


Mr. SPALDING: Yes. We might have surplus funds for a few weeks or a 


peep? and we would invest these with the finance companies, to keep our funds 
working. 
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Mr. UriIE: Always in Canada? 

Mr. SPALDING: Always in Canada, yes, sir. 

Mr. URIE: What is the “‘interest paid’ factor there? 

Mr. SPALDING: Also, at times, we may have occasion to find ourselves short 
of funds and have to borrow money. These are payments that we would make. 
Generally, up to a short time ago or to now, the borrowings had been through 
our parent company. There is a fairly good reason for that, with the interest 
rates being lower in the United States than in Canada at that time. 

Mr. URIE: I see. I take it, then, that this amount received, the net amount 
received for interest, will continue to fluctuate from year to year, depending on 
how much surplus funds you have in Canada? 

Mr. SPALDING: Yes, that is correct. 

Mr. McCutTcHeon: Mr. Urie has asked several questions that were upper- 
most in my mind but I would like to refer to one point. In the 5 year period, I 
want to be clear on this, you paid $7,600,000 in dividends only—over that 5 year 
period? 

Mr. SPALDING: That is right, sir. 

Mr. URIE: $7,200,000. I think, Mr. McCutcheon, he said that in one year it 
was the “amount declared”’. 

Co-Chairman Senator CROLL: They paid it subsequently. 

Mr. McCutTcHEON: This is the point I want to get clear. It was paid in the 
following year? 

Mr. SPALDING: Yes. 

Mr. McCuTcHEon: So in effect, there was $7,600,000? 

Mr. SPALDING: Yes sir. 

Mr. McCuTCcHEON: My next question is very basic and fundamental. I would 
like to ask you, Mr. Ayers, what is the most important factor in the extremely 
high cost of operation? I am not referring specifically to your operation. We are 
here to try to find out what is causing this tremendous increase in the cost of 
living. What, in your opinion, is it? 

Mr. AYERS: Labour, as far as I am concerned, a specific cost, if I am to 
anwer your question correctly. 

Mr. McCutTcHEon: This is the idea. In other words, in your opinion the cost, 
the ever-increasing cost of labour, is the contributing factor? 

Mr. AYERS: It is one of them. 

Mr. McCutTcHEon: Is it the most important? 

Mr. AYERS: Of course, in our business, the cost of raw materials enter into 
that too, that is, the fluctuation in the cost of raw materials, livestock and so on; 
but in the basic running of the plants, labour is one of the most important. 

Mr. McCutcHEon: I notice that you have now 55 more employees than you 
had in 1960. Your figures were: 

JOG eae p00) vienna ee er par roel ies cheptar ee 4,977 employees 
Ot OUR tte carte austere a tk are te er ere 4,922 employees 


You have had a $4 million increase in wages and a $44 million increase in 
sales. I submit that this is a ratio of one to eleven whereas it was one to eight in 
1960. Therefore, I cannot agree with your supposition that labour is primarily to 
blame for this increase in operations. 

Mr. AYERS: You see, we have other expenses. No matter what we look at 
today, practically everything is going up: our supplies, labour, the cost of raw 
materials. The cost of raw material supplies varies with how the markets are, but 
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it is the whole bundle of all these things together which has increased the cost, to 
my way of thinking. 

Mr. McCutcHeon: In other words, labour alone is not to blame? 

Mr. AYERS: It is part, of it. 

Co-Chairman Senator CroLL: Mr. McCutcheon, I note that the previous brief 
indicates that wages, salaries and employees’ benefits totalled 11.9% of net sales 
last year compared to 12.7 in 1960. 

Mr. McCutTcHEON: Yes, I would like to compliment Mr. Ayers and his 
company on an obviously fine improvement in productivity, from that stand- 


point. 
I wonder if I might ask you another question in connection with your 


products, and I am referring specifically now to meat, rather than to fertilizers 
or any of the other things that you produce. How much of your meat product 
goes to chain stores? 

Mr. AYERS: What percentage? 

Mr. McCutTcHEON: Yes, please. 

Mr. Avers: About 35%. You mean our food products? 

Mr. McCutTcHEON: Yes. 

Mr. AYERS: Yes. 

Mr. McCutcHeon: How much goes to the rest of the retail trade? Would it 
be 65%? 

Mr. AYERS: Sixty-five. 

Mr. McCurcHeon: Or do you have some for institutional purposes, for 
example? 

Mr. AYERS: Institutions, hotels, restaurants and things of that kind, yes. You 
see, we have our export portion, our chain store portion, our trade other than 
chains, and also hotels. 

Mr. McCutcHEON: Could you give me a percentage on retail trade other than 
chains? 

Mr. AYERS: Mr. Christian, I think, can you give you that better than I can. 

Mr. McCutTcHeEon: Thank you. 

Mr. CHRISTIAN: When you separate the various businesses and put retail 
under one heading, the chain proportion would be approximately 40% and the 
balance would be 60% 

Mr. McCutcHeon: And that includes all of the other items that Mr. Ayers 
mentioned. 

Mr. CHRISTIAN: Outside of exports, yes, taking the retail type outlets. 

; Pe McCurTcHEON: Yes. The biggest single block, then, is your chain store 
rade? 

Mr. CHRISTIAN: Yes. 

Mr. McCuTcHEon: In other words, then, do they set the price for your 
products? 

4 Mr. CurRIsTIAN: I think that in reality they represent somewhere around 
= 7o of our total business. 60% of our business is done elsewhere. It is the total 
te of product that determines the price of the product. It is simply the amount 
: product available and the amount of money on the other side of the table to 
<e tiei i which determines the price. I very definitely claim that it is 
ning more t an supply and demand that sets the price of the product, and the 
chains are certainly part of the demand. 


Mr. McCutTcHEON: In the trade, I ha 
. ’ eh “ 
beef”. What does that imply? ve heard the expression “chain store 


; 
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Mr, CHRISTIAN: It would.imply different things to different people, sir. I am 
not sure that I could give you a specific answer. 


Mr. McCutcueon: Is it lower quality? 
Mr. CHRISTIAN: For example, in some market areas this would refer to 


choice beef, Canada Choice. In other market areas it could refer to sopbesbirg 
else. 


Mr. McCutTcHEOoN: You refer to Canada Biphice, How many grades of Mroite 
are there? 

Mr. AYERS: Could Mr. Swan answer that question? He is our General 
Beef, Lamb and Veal Manager. He handles that every day. . 

Mr. McCutTcHEon: Fine. 


Mr. R. E. Swan, General Beef, Lamb and Veal Manager Swift Canadian 
Company Limited: To answer that specific question, there is only one grade of 
choice. Within that grade as such, and we are talking about a Government grade, 
there are, as you know, the top nd the bottom of the grade. There are weight 
ranges Sai: types within that grade of choice. 

Mr. McCutTcHeon: And this is finally settled on an inspection of the carcass. : 

Mr. Swan: By whom? 

Mr. McCutTcHEon: By Government graders? 

Mr. Swan: That is right. 

Mr. McCutTcHEon: In other words, when your buyer buys that animal alive, 
he has to, by his skill, figure out the “cutability” of it, and whether he is going to 
make a profit by buying that particular animal. There i is a bit of a risk there for 
you. Is this correct? 

Mr. SwAw: Yes, it is more or less on an estimated basis, but it is accurate, I 
would say, to within 99.8 or 99.9 per cent. It must, of necessity, be accurate, 
because, when you are buying cattle, 1 per cent off could mean a half a cent a 
pound, or 60 cents a hundredweight, which is a lot of money in the industry. — 

Mr. McCutTcHEON: Yes. nih 

Mr. Swan: So I would say that when the buyer goes to buy cattle he is 
pretty well 99.8 or 99.9 per cent right. That is our yardstick. 

Mr. McCutTcHEon: In other words, he sees the live animal and makes a 
choice on that. You must pay a very good salary to the man who has such a 
trained eye. 

Mr. Swan: Buying cattle is a profession all its own. 

Mr. McCuTcHEON: Yes. Now, you do not buy bacon or pork that way, do 
you? . 

Mr. AYERS: No. 

Mr. McCutTcHEon: In other words, the producer supplies you with a live 
animal, but you do not have to have that expensive man to judge the animal on 
the hoof, because the producer does that for you. In other words, when you buy 
bacon or pork, you know what you are getting, because that is the way you pay 
for it, on a rail basis. You know exactly what you are getting. 


Mr. AYERS: We have our pork man here, Mr. McCutcheon. 


Mr. A. H. Beswick, General Processed Meats Manager Swift Canadian Com- 
pany Limited: I am Alan Beswick, General Processed Meats Manager. This 


is probably as far from the truth as any statement could be, sir, because we buy 
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a parcel of hogs. We hope that they are all good hogs, but it is not unreasonable 
that in a parcel of hogs there could be no good hogs. 

Mr. McCutTcHEON: What do you mean “‘no good hogs’’? 

Mr. Beswick: Accepting the fact that a grade A hog in the proper weight 
range is a good hog, there is nothing to stop us from receiving 50 to 60 hogs, 
more of which would be grade A or good hogs. 

Mr. McCutcHEon: But you do not pay for grade A hogs. 

Mr. Beswick: I accept this, but, coming back to the statement that we only 
buy what we want, I want to be clear on that point. 

Mr. McCutcHeEon: I did not wish to give that impression. What I wanted to 
say, and correct me if I am wrong, is that you pay for what you get. 

Mr. BESWICK: Yes, Sir. 

Mr. McCutcHeEon: All right. Now, grade B hogs form much over 50 per cent 
of the hogs that are sold in the Province of Ontario. Grade A runs from 34 to 45 
per cent, so I am told. Can I go to a store and buy some grade B bacon from one 
of those hogs that sell for $3 per hundredweight less? 

Mr. Beswick: Not identifiably so, but quite possibly so. In grade B hogs, you 
get bellies that are considered both fancy and non-fancy quality, because grade 
B runs from 125 pounds, warm dressed weight, up to 180 pounds. I think that is 
right, without looking. So, with a belly running 13 per cent of a hog’s carcass, 
then, in the case of a 125 pounder you are going to have something like an 18 
pound belly. Now, 13 per cent of a 180 pounder is going to give you a heavier 
belly. Therefore, within this grade B category, there will be little, skimpy bellies 
and great, fat, broad bellies, and in the middle will be some very acceptable 
bellies. 

So you see, you have grade B hogs by name, but they are grade A according 
to type. It is usually a matter of overfinish in certain aspects that downgrades 
the hog. It is not just the weight situation. 

Mr. McCutTcHEon: Are you content that our grading standards are what 
they should be at the moment? 

Mr. Beswick: I find it hard to put a personal opinion on them, but I will say 
that at the present time the Canadian Swine Council and the meat packing 
industry are working together to see what can be done to bring about a type of 
hog grading system that will assure the industry of getting a better type of hog. 

I would hate to be asked to define a “better type of hog”. However, in this 
point of time, I believe there are three scientists working in with this group to 
come up with what is a better type of hog. They are trying to determine what is 
required in a hog and how the producer can produce it so that he will get the 
benefit of the improved type of hog. 

Since we are participating in this study we feel that a grading at any time 
has variations and the more specific we can be, the better off the whole industry 
will be. I don’t know whether our grading system is good or bad because there 
are arguments on both sides. 


Mr. McCurTcHEon: When was the last time that there were changes made in 
the system? 


Mr. Beswick: I don’t know. 

Mr. McCutTcHEON: You look a young enough fellow. Are you able or are you 
old enough yourself to tell the Committee what a Wiltshire side is? 

Mr. BESwick: I am not old enough to be able to tell you as of my own 
experience. 


Mr. McCutTcHEon: Does that not date from the time when we had a large 
export market in England. 


Ee ee 
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Mr. BESWICK: I heard this comment, but I do not agree. The desirability in 
the Wiltshire is the type of desirability we would like to have still in the 
Canadian market. 


Mr. McCutTcHEon: This still forms the basis of our grading from our produc- 
er? 

Mr. BESwIck: It is a matter of where you put the emphasis. Let us say a hog 
graded A is dressed out at 150 pounds, that would be a pretty desirable hog for 
commercial use in Canada or for the Wiltshire market. 

Mr. McCuTcHEOoNn: The Americans are doing their best to come up with meat 
type animals, to coin a phrase. Would not that be a move in the right direction 
for us? Would it not cut down a lot on duplication and lead eventually to getting 
a uniform and cheaper product onto the table of the consumer? 

Mr. BESwIcK: You are dealing with the problem of economics, and I don’t 
know whether I am an expert in the field of what the agricultural colleges and 
industry are doing in the States. I know a lot of breeding stock being used in 
achieving this meat type of hog in the States is basic Canadian type hogs. We 
must also remember they have different climatic conditions there, and so they 
can grow different types of feed stuffs. For example, they can grow much more 
corn than we grow here and they can use it as feed and test the reaction. 

Mr. McCutTcHEon: Thank you Mr. Beswick, I would like now to turn to the 
beef man. Would you like to be able to buy cattle on the same basis that Mr. 
Beswick can buy his pork? 

Mr. Swan: I have not given that too much thought. We pride ourselves that 
our standards are reasonably close, 99.9 per cent in our judgment. One of the 
differences in buying cattle, and I think you are referring to dressed beef—cattle 
are a little different than hogs, and I am not a hog expert, but you have basically 
three measures for judging cattle, weight, fat and so on— 

Mr. McCutTcHEON: I might mention something else and that is that the 
pigment of the hair has something to do with it too—that is as far as hogs are 
concerned. 

Mr. SwAN: You see in cattle you have basically right now—and I am 
referring back to Government grading—7 grades and within this you have two 
other grades which are split with three in each. I have the exact gradings here if 
you would like to hear them. It would be rather difficult for us to deal with all 
cattle dressed not knowing just what the grading would be. The only alternative 
would be if there was a buying system devised that we could buy cattle at so 
much on the rail according to grade. That may come—I don’t know. 

Mr. McCuTcHEON: Our committee is charged with looking into costs and we 
have a broad responsibility. This is mostly to the consumer but we must also 
have regard for the producer here in Canada. Would it be an economy measure 
or would it make it easier for the consumer if cattle were sold on the same basis 
as they sell hogs? 

Mr. Swan: I don’t think it would make any difference in the broad sense of 
buying cattle. I don’t think it would make any difference. If you work on the 
basis of buying the product dressed, I think the same factors would eventually 
become apparent insofar as the producers are concerned. They know pretty 
well what their cattle are going to hang up. There are some producers who don’t, 
but most do. That is the reason there are some producers who want to continue 
to sell live. They pride themselves on being able to judge what their produce 
will work out at in the form of beef. This is quite a question we are getting into. 
I would not say this will not come, but right now at the present time I do not 
think there is any trend towards that, and I don’t think it will make any 
difference in the end cost of the product. 
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Mr. McCutTcHEon: Thank you. 

Senator McDonaLp: What percentage of your total cattle sales would you 
purchase from public markets? 

Mr. Swan: Nationally? 

Senator McDONALD: Yes. 

Mr. SwAN: Well, this is just an estimate. We probably would purchase 
around 30 to 40 per cent at market. That is an estimate. 

Senator McDonALD: What percentage would you buy of live cattle delivered 
direct to your plant? 

Mr. Swan: This varies from plant to plant and from area to area. 

Senator McDONALD: Of your total purchases across Canada? 

Mr. Swan: Anywhere from 5 to 10 per cent—a rough calculation. I cannot 
be specific or exact. You see we leave that to the individual plants and we do not 
record that as such. 

Senator McDONALD: You have 30 to 50 per cent of your trade which you 
purchase in that fashion. How do you buy the rest? Are they bought rail grade? 

Mr. SwAN: They are bought in various ways. In some cases they are bought 
from depots in the West. In some cases our buyers buy them direct. Here in 
Ontario that is done. And, of course, a lot is done by telephone. 


Senator McDonaLpD: What percentage of your total purchases would be rail 
grade purchased on a rail grade basis? 


Mr. SwANn: That also varies from plant to plant. I would say the total would 
be roughtly 15 per cent. 

Mr. McLELLAND: A supplementary question; I am interested in the ProTen 
meat. I understand Swifts have the right to that, or something along that line. 
You are not the only company that has it, but you have it. 

Mr. Swan: That is right. 


Mr. McLELLAND: You mentioned a moment ago in reply to Mr. McCutcheon 
that if you bought by sides it would not have much difference in the selling price. 
Loblaws raised this point in their brief where they said they had one price for 
regular meat and that ProTen meat was roughly 5¢ a pound dearer than the 
regular meat selling in their chain stores. I understand in order to make this 
meat there is an injection into the live animal before slaughter. Could you judge 
when it is hanging whether you are getting ProTen meat? 

Mr. SwANn: No, it cannot be identified either live or to the customer. 


| Mr. McLELLAND: Do you think this ProTen meat is a major factor in 
deciding the quality of meat? 

Mr. SWAN: It does not change the quality of the meat. 

Mr. McLELLanp: It changes the price though. 

Mr. Swan: I do not know what you are referring to in so far as the 
statement you made is concerned. Are you talking about the exact cut, because 
in ProTen merchandising— 

Mr. McLELLaAnp: All that meat on that carcass is ProTen meat, is it not? 

Mr. Swan: Correct, and it is just the process that gives tenderness. It does 
not change the characteristic of the beef at all, other than its tenderness. 

Mr. McLe.uann: Is this done under Government veterinarians, or do your 
buyers go ahead and inject these animals themselves? 

Mr. Swan: No, we have experts at each plant trained for giving this 


injection; they are not veterinarians. It is under the Health of Animals Branch. 
It is all approved, right the way through. 
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Mr. McLELLAND: But you, as an expert in your field, could you tell a side of 
beef that had been injected with this sort of vegetable something-or-other? 
Could you tell it after slaughter? 

Mr. SwAn: No. 

Mr. McLELLAND: And no one else could tell it? 


Mr. Swan: No. 

Mr. McLELLAND: You take it for granted the injection has been made? 

Mr.. SWAN: We do not take it for granted; we know, because we have 
identification. 

Mr. AtLMaND: Mr. Ayers, in looking at. Appendix IX, which is estimated 
profit per pound before tax on sliced bacon, which is a monthly tabling, I notice 
there is quite a swing in your estimated profit and loss from month to month. Is 
this due to the fact that the prices for hogs vary so much? Is that the reason why 
your profit varies so much, or what is the cause of this wide variation? 


Mr. AYERS: Could I have Mr. Beswick answer that question? 


Mr. ALLMAND: Yes. 

Mr. BESwIck: I guess this is because we are not as good estimaters of what 
we should do in our business as we would like to think we are. We buy bellies, 
and there is a time involvement in procuring them and delivering them, plus a 
process before they are put into the bacon business. There is a time involvement 
from when you sell to the time you deliver the finished product. 

In the process sometimes you guess really well and you make money; 
sometimes you do a poor job of guessing and do not make money. We hope that 
over the year we do make good business decisions, but perhaps not from day to 
day. Obviously, in the case of bacon we offer for sale today for next week’s 
delivery, some bellies will come off hogs that have not even been marketed yet 
and the belly market has not been established yet, and the total supply and 
demand factors which might have an influence when we make delivery have not 
become effective yet. At any point in time we make a decision on the basis of 
known factors today, plus anticipated changes in these markets. Sometimes we 
are right; sometimes we are wrong. 

Mr. ALLMAND: Maybe you answered this before, but does your selling price 
to wholesalers and supermarkets vary from week to week too? 

Mr. BESWICK: Yes. 

Mr. ALLMAND: It does? 

Mr. BESWICK: Yes. 

Mr. ALLMAND: So both your buying and selling prices are negotiated from 
day to day and week to week? 

Mr. Beswick: Yes. Actually, in practice we more often have a selling price 
that is effective for a week, and the buying prices on raw materials to be used 
can fluctuate. There could be a range of prices from what the bellies are offered 
at in the morning to what they are offered at in the afternoon. Tomorrow could 
be a different kettle of fish as far as supply and demand factors for bellies to be 
purchased are concerned. I own so many hundred thousand pounds of bellies 
that cost so much, and I want to make so much profit and sell for so much. It 
does not work that way, because everybody has different supply and demand 
factors which are different at different points in time. 

Mr. ALLMAND: You say your selling prices are fixed on a weekly basis, more 
or less? | 

Mr. BESwIck: Yes. I said, in generalization, we pretty well establish bacon 
prices once a week, because we have sales units all over the country and 
communications problems, and because of problems brought about by having 
different selling prices from Friday to Monday, Monday to Tuesday, Tuesday to 
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Wednesday it is not an effective way of doing business. Yet we buy hourly and 
price changes can be hourly. 

Mr. ALLMAND: Do you try and aim at a certain profit through bacon over a 
period of a year, over a period of a month? Does your company get together and 
say, “For this year we would like to have about a two or three-cent profit per 
pound over 1966”? Or do you do that each month? Do you try to establish goals 
for profit margins in bacon on a weekly, monthly or yearly basis, or any basis 
whatsoever? 

Mr. BESWICK: We have an objective, and we have a forecast. Our objective 
is to make money, but sometimes we will forecast a loss. 


Mr. ALLMAND: Is it a set objective? 


Mr. Beswick: No, this is a measurement of what we fell business activity 
will be in the ensuing period. We do that on an annual basis. 


Mr. ALLMAND: Although you make an objective, is it just an objective to 
make a profit, or a profit in 1966 of, let us say, 2 cents or 3 cents—is there a goal 
in cents? 


Mr. Beswick: No. Maybe we should set a goal in cents, and it might be more 
of a target to strive for. We primarily want to make money in this business. 


Mr. ALLMAND: If we look at June, 1966 we see you lost almost 8 cents a 
pound on bacon. I would like to know why you would accept that. How could 
that come about? Why would you not have increased your price to prevent that 
loss of 8 cents—7.5 cents per pound? 


Mr. Beswick: You have asked two questions which are not necessarily 
related. Why we lose money could be for a variety of reasons, and today I would 
hesitate to give them to you 100 per cent, because I am not sure I know them 100 
per cent. 


Mr. ALLMAND: I can help you a bit. In the hog prices at market given to us 
by the Department of Agriculture we can see that in June, 1966 Grade A 
carcasses were selling for 38.29 cents, which was higher than in May or July, a 
bit higher. I do not know if that had some effect. 


Mr. BESwick: What the Grade A hog prices are does not mean too much 
with regard to the selling price of bacon. If we get down to bellies, we will have 
another situation. 

Mr. ALLMAND: Could you give me reasons? 


Mr. BESwIck: It could be several things. I do not know the specifics of it. We 
might have had a serious product loss at one particular plant through poor 
processing—I do not say this happened. I do not know our particular inventory 
situation going into June. We may have had bellies worth more than the selling 


price of bacon would allow us to recover. These are factors that could cause us to 
sustain a loss. 


. With respect to the second part of your question—Why did we not raise our 
prices?—we would be attempting to at this point in time, but if the competitive 
situation did not permit us to raise our prices, we could not. We are not in this 
business by ourselves, so we would soon find out if our price was too high. 


Mr. ALLMAND: In Appendix VII you have the cost of bellies, and the cost 
was lower in June than in May. 


Mr. BESwWICck: This loss could have happened in one week though. 


Mr. ALLMAND: What is strange about that is, that period, June, 1966, was 
one of the highest peaks in consumer food prices. According to the figures we 
received from the Dominion Bureau of Statistics, June, 1966 was almost the top 
of the peak period. June, July and August were peak periods for the consumer 
price index in the last four or five years. I also look at August, 1966. You have a 
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profit of almost 5 cents per pound on bacon—it is 4.85—so you are here making 
an extremely high profit per pound. I would like you to explain that. 


Mr. Beswick: If you turn to Appendix VII, page 2, the graph at the bottom 
of the page and the solid line at the top portion of that bottom graph— 


Mr. ALLMAND: Excuse me, I did not hear that. 
Mr. BESwICck: It is Appendix VII, page 2. 
Mr. ALLMAND: Yes, I have that. 


Mr. BESwIck: On the bottom half of that page is a graph. The solid line that 
superimposes the bottom graph is the line for Swift’s premium sliced bacon. 


Mr. ALLMAND: At wholesale? 


Mr. BESwIck: Yes. Now, you will notice a line of X’s. That is the value of 
U.S. bellies laid down in Toronto. It is in Canadian funds, etc., so it is equivalent 
to the dashed line, which is equivalent to Canadian bellies in Toronto. We are 
running into a period here—price adjustments are not easily obtained in our 
business because when people buy our types of product every day of the week 
there is a resistance to upward price changes, as you might expect. You have a 
rather severe upward trend in Canadian bellies taking place prior to this period, 
and we are not getting immediately a recoverable amount in our premium sliced 
bacon. If the price of bellies goes up by a dollar then the price of premium bacon 
has to go up by more than a dollar, because 10 per cent of the belly is skin. In a 
100 pounds of bellies you are going to start off with 90 pounds of skinless bellies. 
There is also going to be anywhere from seven per cent to 12 per cent lost when 
you trim a belly, because one end is a sort of V-shape, and the other end is the 
shape of a picnic. You have to reduce this belly into a shape that can be utilized 
in the production of bacon, and only a portion of a belly can go into rindless and 
trimmed premium bacon. So, as the price goes up—we would hope that we are 
able to get this increased differential, and as the price of bellies goes up then 
the price of sliced bacon has got to go up in a straight line. 

But, you cannot do it like that. It takes time to get these price relationships 
into people’s minds so that they accept the fact that the price of bacon is $1.03 or 
$1.09. If bellies go up 10 cents you cannot immediately get back your 10 cents, 
but you do hope to get it back at some later date. When the price of bellies comes 
down we can ride the crest of the wave for a while until we are over-supplied 
with bellies, and then we have to bring the price of bacon down to the price of 
the bellies. 

Mr. ALLMAND: I am wondering whether your company has ever considered 
this difficulty in respect of the wide variety of both buying and selling prices, 
and tried to do something about it. Would you like to see the whole thing 
changed by having some kind of a marketing system which would endeavour to 
do away with these wide swings? 

Mr. BESWICK: We are a free enterprise company, and we try to run our 
business. As far as controls are concerned— 


Mr. ALLMAND: I do not mean a control on prices. 

Mr. BESWICK: We would like to see the supply constant at all times, because 
then we do not have so many problems. We would not then have to be magicians 
in guessing at what is going to happen. 

Mr. ALLMAND: What has your company done in trying to control supplies so 
that you will not have these swings in prices. 

Mr. BESwIcK: I am not an expert in that end of the business. I cannot 
answer that question. 

Mr. ALLMAND: Can anybody in your company answer it? 


Mr. AYERS: No, it is pretty hard to answer a question of that kind, Mr. 
Allmand. 
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Mr. ALLMAND: Have you ever done any research, either economic or other- 
wise, which would give you an answer to this? 

Mr. AYERS: We have been in business for a long time, and we have not yet 
come up with an answer. 

Mr. ALLMAND: Have you tried to come up with an answer? 

Mr. AYERS: Our research department has, but no answers have been forth- 
coming that I know of. It is a variable situation at all times. 

Mr. WHELAN: The broiler producers in Ontario are organized under a 
marketing board, and this has had some effect towards maintaining stable prices 
all year round. Would you not agree with that? 


Mr. AYERs: It has levelled them out somewhat, yes. 


Senator McDONALD: Would it not be true to say that the two figures that Mr. 
Allmand was concerned with in June of 1966 and in August of 1966, in respect of 
one of which you had a loss and in respect of the other you had a profit, would 
probably bear no relationship to the profit and loss on the sale of bacon in the 
industry as a whole? These figures apply to just your company? 


Mr. BESWICcK: Yes. 


Senator McDONALD: Would it not also follow that your competitors also had 
a loss in June? 


Mr. Beswick: I could not speak to that. I would hope so. 


Senator McDonatp: I would like to know whether you agree with me when 
I put it to you that it was a peculiar set of circumstances in your company that 
caused this large loss in June, and not a peculiar set: of circumstances in the 
industry? 

Mr. BESwick: I can only say that from the point of view of our company we 
do not like to have that kind of a result figure, and we do not have it very often. 

Senator McDonatp: But did you have a very peculiar set of circumstances in 
your company in June, or was this a set of circumstances in the industry 
generally? 

Mr. BESwick: I do not know what happened in the industry— 


Senator O’LEARY (Antigonish-Guysborough): Come on, now. You do not 
know what happened in the industry? 


Mr. Beswick: In the sliced bacon products in June? 
Senator O’LEARY (Antigonish-Guysborough): Yes. 


Mr. BESwIck: I have no idea. They may have been presented to you, but I 


am not familiar with them. All I know is that what happened resulted in a loss in 
our company. 


Senator McDonatp: But you are not prepared to say that this was due to a 
peculiar set of circumstances in your company rather that in the industry 
generally? 

Mr. BESWICK: I wish I knew what the circumstances were in our company in 
June to bring this about, because then I would be in a better position to answer 
your question. What you think is peculiar and what I think is peculiar may be 
quite different. 

Senator McDona_p: I have no idea of what went on in your company, or in 
the industry, in June. What I am getting at is that I am inclined to believe that 
you had some problem in your’ company in June that was peculiar to your 
company. 


Mr. BESWICK: Yes singly we had a problem. I do not know whether other 
companies had the same problem. 


Co-Chairman Senator CROLL: Surely, when you came up with the figure of 
minus 7.75 all hell popped loose in your company somewhere, did it not? 
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Mr. BESWICK: It was not a very pleasant month in which to be around. 


Co-Chairman Senator CROLL: So, there was a discussion that took place. 
What Senator McDonald—and he is a former provincial minister of agricul- 
ture—is trying to get at is what were you talking about at that time? What was 
said about what happened in your company which did not happen in other 
places? Can you tell us that? 


Mr. Beswick: As I said before, Mr. Chairman—I mentioned some of the 
things that might have caused this, and I really honestly do not recall the 
specifics of June. 

Senator McDonaLp: But you remember June? 

Mr. BESWICK: Yes. 

Co-Chairman Senator CROLL: He will never forget it. 


Senator CARTER: When you were explaining to Mr. Allmand the fluctuations 
in your profit and loss you said that the changing set of circumstances in supply 
and demand, and the time lag between your response to these circumstances, was 
what really caused these fluctuations? 


Mr. BESWICK: That is only one of them, Senator. 
Senator CARTER: That is the explanation that I understood you to give. 


Mr. BESwIck: I said that there is a time lag. I spent some time discussing the 
time lag involved in getting the belly market price interpreted, but there are 
other factors. 


Senator CARTER: But, mainly, you said, you had to guess, and sometimes you 
guessed right and sometimes you guessed wrong. When you guessed right you 
made money, and when you guessed wrong you lost money? 

Mr. Beswick: That is right. 


Senator CARTER: My question is: Over a period of years, and in the same 
year, as these circumstances keep repeating themselves, surely, a pattern must 
evolve that can be identified with a certain set of circumstances; is that not 
correct? 


Mr. BESWICK: Yes, within fairly close limits, but when these limits are close 
and we are right then we can make some money, but when we are wrong we lose 
money. You are talking about an operation in which a variation of plus or minus 
one per cent makes the difference between a good operation and a terrible 
Operation. We have charts and graphs, and we never predict them accurately 
despite repeated attempts. 


Senator CARTER: You must have graphs showing all the fluctuations in 
supply and demand, and what happens to prices, and so forth, over a period of 
years, so that when this set of circumstances crops up surely it is possible to look 
back on a chart somewhere in the past and say that this certain thing happened 
exactly like this at a certain time in the past. You can then see what happened 
then, and, knowing that and knowing the little differences between the circum- 
stances which obtained then and those that obtain now, take a lot of the 
guesswork out of your calculations, can you not? 

Mr. Beswick: What emphasis do you put on “a lot’? I guess it does take 
some, because we certainly use the guidelines that history provides us with, but 
if you refer to Appendix VII you will notice that there was a combined North 
American market of 123 million pounds of bellies, whereas in 1966 there was 
only half of that. In our immediate district there was no real guideline of what 
would happen this summer, because in two or three years there has been two or 
three per cent rise in population and a decrease of 10 per cent in marketing. We 
do not deal in large absolutes as you have seen from our results. One point 
something per cent in our favour is a lot of money, and one point something 
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against us is a lot of money. So the guidelines are not precise enough to 
guarantee a profit. If it were, my work would be easier than it is. 

Co-Chairman Senator CROLL: Mr. McCutcheon. 

Mr. McCuTcHEON: This is a supplementary to the subject you were talking 
about earlier. Was your situation in June aggravated by the poor forecasting in 
the spring of our Department of Agriculture? 

Mr. Beswick: No. There may have been areas of our business that were 
aggravated, I do not know, but in the bacon business there is always a supply of 
bellies. We do not need hogs every day to supply the bacon market. 

Mr. McCutcHeon: In other words, the fact that we were off by many 
percentage points in our forecasting makes no difference to you? 

Mr. Beswick: Not in the bacon business. As I have said, there may be areas 
of our company that may have felt an effect of the forecasting that took place, 
but in the bacon business, as evidenced in June, this is not a case in point. 

Mr. McCutTcHEON: What put the cost up in the spring? Do you mean that 
supply and demand does not affect you? 

Mr. BESwick: That is what does affect us, but we can run a bacon business 
and do have places that do not kill any hogs whatsoever. We do not need hogs, 
we can get bellies, and we do not need to kill to run a bacon business. So I might 
say, although the boss will not agree, I could not care less about the hog market, 
but I do care about the belly market. 


Mr. McCutTcHEon: Well, I think that fellow should have been fired who got 
you into that mess. 


Co-Chairman Senator CROLL: I hope it is not you. 
Mr. Beswick: I don’t know; I might find out. 


Co-Chairman Senator CROLL: Did I understand you to say in speaking of the 
bacon market that there was a decrease of 10 per cent in marketing recently? 


Mr. BESWICK: This year the hog marketing— 


. Co-Chairman Senator CroLL: Are you talking about the year or any par- 
ticular months? 


Mr. BEswick: I will take the whole year. Roughly ten per cent. 
Co-Chairman Senator CROLL: Mr. Allmand. 


Mr. ALLMAND: In the balance sheet, in your financial statements, which you 
filed with us as Appendix I, in looking at the different balance sheets I notice 
that you always have listed under your liabilities a loan account. I was wonder- 
ing what that meant. Why do you call it “Loan account’? 


Mr. SPALDING: This covers any temporary borrowings we might make from 
our parent company to tide us over a period of time. As I explained to Mr. Urie, 
we may have to go to our parent company to borrow funds for a short period of 
time at a lower rate of interest than in Canada. These fluctuate from time to 
time, they are short term borrowings and they are repaid promptly. We may 


have to borrow again during the year and may have surplus funds we loan out, 
as I explained to Mr. Urie. 


Mr. ALLMAND: I wanted clarification, that is all. 
Mr. UrtE: I have one supplementary. What does “Current account” mean? 


. na SPALDING: That refers to an account that we carry with our home office 
or charges we make for them and they make to us that are installed at the end 


of the fiscal year. In other words, we would issue a cheque to them, or they 
would to us, on a credit or debit plan. 


a ALLMAND: That may be on the asset or liability side for any particular 
year? 
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Mr. BESWICK: Yes, sir. 

Co-Chairman Senator CRrouuL: Mrs. MacInnis. 

Mrs. MacInnis: I understand, Mr. Ayers, that the largest factor in the rising 
cost of meat products is labour costs? 

Mr. AYERS: One of the largest. 

Mrs. MAcINNIs: I refer to your financial information, and I find that in 1960 
the percentage paid for wages, salaries and benefits was 12.7; in 1961, 12.2; 1962, 
12; in 1963, 12; in 1964, 12.3; and in 1965, 11.9. I would like to have your 
explanation of how labour costs have added to the recent rises in the cost of meat 
products. 

Mr. AYERS: Because our dollar sales go up, which they have done. This 
figure will come down. This is based on our dollar sales. 

Mrs. MacInnis: I would like to know about other costs. For instance, 
advertising and promotion, which evidently is not based exactly on the same 
basis. However, in 1962 we have a figure of $2,146,636, and in 1965, $2,296,161. 
Would that not be the factor in the rising cost of meat products? 

Mr. AYERS: You will notice that we keep our advertising costs mostly steady 
and they have not advanced very rapidly. 

Mrs. MacINNIs: This is quite a sizeable advance. 

Mr. AYERS: But the costs of advertising have gone up, too. 

Mrs. MACINNIS: Yes, but what I am trying to get at, is it a factor I refer to 
Appendix III. 

Mr. AYERS: Would you re-phrase the question please? 

Mrs. MAcINNIS: What weight would you give to advertising and sales 
promotion in the rise in the cost of meat products? 

Mr. AYERS: I would give a great deal of weight, because we advertise to 
increase our sales, which in turn reduces our unit cost and that is the basic 
reason we advertise. 

Mrs. MAcINNIS: But in the cost of production, I was wondering how you 
weigh it in relation to the way prices have gone up. 

Mr. AYERS: On a percentage basis it is very, very low, is it not, Mr. 
Spalding? 

Mr. SPALDING: Yes, per hundredweight. 

Mr. AYERS: Per hundredweight it is only 22 cents, less than a quarter of a 
cent a pound. You will notice that in 1962 it was 25 cents, and we reduced that to 
22 cents in 1965, so that cost would not be a factor in my mind. 

Mrs. MAcINNIS: I want to come back to the price of bacon and to refer to 
Appendix VI. Mr. Beswick pointed out that the price of bacon has to be taken 
into account with the price of bellies. If you turn to Appendix VI you will find 
the different prices there for bellies listed, and you will notice that it varies. In 
1965 you have three prices, and then in 1966 you have three prices, 33 cents, 55 
cents and 45 cents a pound. That is the first thing. 

Now, the second thing, in Appendix IX you have the price of bacon per 
pound before tax on sliced bacon. You say that it fluctuates a great deal, and I 
don’t know if I should take October at 32.6 or some others, but take any one you 
like in the latter part of this year. I have before me a letter of November 15, 
from a little place in Nova Scotia. I do not know the place and I do not know the 
woman who writes, but she says: 


Not long ago I shopped in the chain store at Port Hawkesbury about 
5 miles from here. I bought half a pound of bacon at the price of 79 cents 
which I could not afford as an old age pensioner. Though I have my own 
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home and I am helped by my family, I still must live carefully and 
thriftily being 79 years. I was reared in a thrifty age. 


She goes on to say that the chain store: 


... buys bacon directly from Swift’s who pay about 35 cents per pound of 
a pork carcass. 


That would not be relevant. We have the belly prices here, which we just 
went through. She continues: 


Our village grocer buys from a jobber, who in turn buys wholesale, 
the latter buys from Swift’s. 


The price of hog bellies was around those figures that you gave us—45 cents 
a pound in October. You have an October figure for the profit, before taxes, on 
sliced bacon, of 3.2 cents profit. This woman in October or early November 
bought this half pound of Swift’s Canadian bacon at 75 cents. What I want to 
know is, who got her money? You evidently got 3.2 cents, or 4. something cents, 
depending on whenever she bought it, or when the price was fixed. You could 
not have got anything more than 4. something cents, anyhow. And this is only a 
half pound. I do not know what she paid for a pound. 75 cents for a half pound 
would be quite a sizeable price for a pound down there. Who got her money? 
That is what I want to know. That is what I am asking you and that is what I 
want to be able to say to her when I write to her. 

Mr. AYERS: I know we did not get her money. 


Mrs. MAcINNIS: Who got it? 

Mr. Ayers: It has got to be a retail price, but all we have in that, as far as 
October is concerned, is 3.26 cents. What the retailer did, truthfully, I have no 
idea, but it did not come out of us. 


_ Mrs. MacInnis: Have you anything whatever to do with setting the retail 
price? 

Mr. AYERS: No, we do not. We quote the retailer and they take it from there. 

Mrs. MAcINNIS: You think then that the retailer must have got all the 
money between your five cents, putting it optimistically, and her 79, with a few 
other little costs taken up. Is that who got it all? 

Mr. AYERS: Where I sit, I do not know what happened on a mark-up of that 
kind. I think you have got to go to the retailer to find that out. 

Mrs. MacINNIs: This is what these people want to know. They say it just 
does not make sense to say that the bacon people are making 3 or 4 cents profit 
out i: this thing. I am not even talking about a pound of bacon, but about half a 
pound. 

Mr. AYERS: You have a jobber involved there in that letter, I think, and a 
eae The minute it leaves our place of business it is completely out of our 

& 

Mrs. MacInnis: You do not know what happens? 


Mr. AYERS: Not sitting where I do, I have no idea what happens in a 
particular store in Nova Scotia. 


Mrs. MacInnis: This is what we want to find out. 

Co-Chairman Senator CROLL: Don’t you care what happens? 

Mr. AYERS: Certainly, we would like to see the right price, that would keep 
our volume going. 


Co-Chairman Senator Crotu: As a matter of fact, here you have a famous 


well-known product, Swift’s. If people are over-pricing it, then are they not 
hurting you? 
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Mr. AYERS: They are hurting our volume of our plants, there is no two ways 
about that. Mr. Christian will answer. 


Mr. CHRISTIAN: We are talking retail and not recognizing what expenses go 
into that product after it left our hands. We are not in a position to evaluate the 
expenses in any way which would go into that. After all we cannot know what a 
retailer in Nova Scotia or a jobber in Nova Scotia must recover. He is entitled to 
make money from his investment. 


Mrs. MAcINNIs: This is a case of an old lady, an old pensioner. She knows 
she cannot afford bacon but every once in a while she will want to have a try at 
bacon, and being a woman she does so. Is there anything you think should be 
done to try to see to it that this old lady, and people who are on the old age 
pension, can afford to get bacon. When you know that happens, is it true that you 
accept no responsibility for the situation at all? 

Mr. CHRISTIAN: Responsibility is one thing. I would think that if I were 
contacting an individual dealer somewhere and I thought that something was 
wrongly priced, I might draw it to his attention; but as far as influencing that 
price goes, we have no right to influence the price because we have no knowledge 
of what expenses he has incurred in marketing that product. 


Mrs. MacInnis: In other words, you do not visualize any possibility of there 
being any way in which the meat people, you people, the manufacturers, and the 
other people can get together in some way to make sure there will be a product 
produced for the end consumer that the consumer can afford? That is not within 
your range of thinking? 

Mr. CHRISTIAN: We are getting into a range of thinking of what a free 
economy dictates. A free economy dictates the avenues in which we work, and 
not what happens after the product leaves our hands. 

Mrs. MacInnis: It is not a free economy for the old lady. 

Mr. URE: Is there not some other factor in it, too? Is there not a prohibition 
against resale price making? 

Mr. CHRISTIAN: Yes. 

Co-Chairman Senator CrRoLL: Mr. Christian or someone else said that if 
they overpriced a product they are likely to hurt your business? 

Mr. CHRISTIAN: That is right. 

Co-Chairman Senator CRoLu: Is there not any way that you watch these 
various outlets to make sure that they do not Overprice the product, because it 
will affect you? 

Senator Cook: There is something we have not got yet. I am not very clear 
on this. You talk about four cents. How much did you charge the jobber for the 
bacon, to start off with? 

Mr. AYERS: I would have to ask our sales manager. 

Mr. CHRISTIAN: I have not any way of knowing specifically. I can give you 
an idea of what one pound package of bacon is worth at a point of time. I thought 
you said this was a half pound package? 

Mrs. MACINNIS: Yes, a half pound package, 79 cents, Nova Scotia. 

Mr. CHRISTIAN: The price of a half pound of bacon is higher than the price of 
the one pound package. 

Senator Cook: We want some idea. You talk about 4 cents. We want some 
idea of what this would mean for the half pound package. 

Mr. AYERS: We can give you a rough idea. If we take this graph. 

Mr. CHRISTIAN: No, this is a specialized pack. 

Co-Chairman Senator CROLL: They will try to find that out now. I shall 
repeat my question. If over pricing resulted in harm to your business, do you not 
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do some investigation to make sure that you are not being over priced out of the 
market and harmed? 

Mr. CurIstIan: I think the basic fundamental we have to recognize here is 
simply the supply and demand on which the retail price is fixed. I feel that the 
retailer in that market must be right; if the price were too high at the retail 
level, the people would go elsewhere, on an average, and that would force the 
retailer to make the price right. 

Mrs. MacInnis: How do you explain that when the income of the people in 
the Maritimes is so much lower than it is here in Ontario? 

Mr. CHRISTIAN: I cannot evaluate that. I know that as far as we are 
concerned our income level and wage level is not lower. 

Mrs. MacInnis: I am talking about the consumer. This committee is sup- 
posed to be for the well-being of the consumer. Sometimes I think we are talking 
about the well-being of the packing people. It is the consumer we want to 
protect. 

Mr. CHRISTIAN: Our people who live in this area are consumers in this area 
and I say their rates in that area are not greatly different from the rates 
elsewhere. 

Mrs. MacInnis: Incomes generally in the Maritimes are lower than incomes 
in Ontario. 

Mr. CHRISTIAN: I do not know that. 

Senator CARTER: This transaction which Mrs. MacInnis has described took 
place on a half pound pack, at Port Hawkesbury. . 

Mrs. MacINnIs: That is where she bought it. She lived in Marble Mountain. 

Senator CARTER: What is your nearest distribution centre to that place? 

Mr. CHRISTIAN: There are four in the Maritimes and I would not be certain 
which one would be closest to Port Hawkesbury. 


Senator CARTER: I think someone said there probably was a jobber involved. 
Mrs. MacInnis: That was in the letter. She said: 


Our village grocer buys from a jobber, who in turn buys wholesale, 
the latter buys from Swift’s. 


Senator O’LEARY: I suggest very strongly that he would not have to buy 
from a jobber in that area. 


Co-Chairman Senator CROLL: All right. Let us get on. Mr. Basford has a few 
questions. 


Co-Chairman Mr. BAsForD: I would like to ask a few questions about your 
Appendix IV, Profit Dividend Plan. I will read into the record certain parts of it: 


To qualify for the allowances, customer is required to advertise and 
promote a minimum of 9 products from 9 different classifications with a 
minimum of 4 products from four different classifications in group No. 1 
thru 12 and a minimum of 4 products from four different classifications in 


group No. 13 thru 28. The ninth product may be selected from either 
group. 


On the second page of that appendix there is this further paragraph: 


Customer shall send his invoice along with proof of performance 
covering services, advertising and/or displays to our company at the 
conclusion of the promotion accompanied by tear sheets of the ad, copies 


of hand bills, radio and/or television scripts, order guide pages or inserts, 
whichever applies. 


CONSUMER CREDIT 1417 


And then: 


This plan is available to all our customers on the basis of 2 
promotions per store during the period January 1, 1965 thru December 31, 
1965. 


How do the independent retailers take advantage of that promotional 
scheme? 

Mr. CHRISTIAN: If they so desire, all they have to do is perform as stated 
here. In other words, they use whatever method of advertising they care to use. 
It could be in the form of a hand bill or a window banner, or in any form they 
choose. 


Co-Chairman Mr. Basrorp: What I am saying is that in actual fact very few 
independent retailers are able at one time to promote indoor promotions on nine 
different products. I am suggesting that they would be unable to take advantage 
of this scheme by virtue of their smallness. 


Mr. CHRISTIAN: That is correct. It would be more difficult. 


Co-Chairman Mr. Basrorp: Therefore, this profit dividend plan is really 
designed to serve the chain stores. 


Mr. CHRISTIAN: When we use the word ‘‘chain” we have to be realistic in the 
sense that there are many people in the retail business besides chains, sir. There 
are voluntary groups, of which there are several, and there are independents 
who have banded together to function in the merchandising area as one entity. 
There are co-operatives, which are comprised also of various retailers who have 
banded together to function as one entity, so that they are quite able to 
participate in this program. There are also large independents who use 
the plan. 

Co-Chairman Mr. Basrorp: How does the independent who buys from a 
jobber or wholesaler take advantage of this plan? 

Mr. CHRISTIAN: The practice in the meat industry is that they buy direct 
from the meat packer. That is the practice. You do get into isolated areas where 
you have jobbers entering into the picture, but these are very few in number in 
relation to the total. 


Co-Chairman Mr. Basrorp: You are saying that you sell directly to the 
retailer. 


Mr. CHRISTIAN: That is correct. 


Co-Chairman Mr. BAsrorp: Could you give us a breakdown of your sales to 
the chains, the voluntary groups and the independents? 


Mr. CHRISTIAN: I do not have that specific information, but it could be 
developed. In this breakdown you would have to relate the voluntary groups 
along with the others, for the purposes of your discussion. You would relate the 
two of them together. What I am saying is that the independent can well be 
taking advantage of the plan through the sponsoring wholesaler. 


Co-Chairman Mr. BASForRD: If he is a member of a voluntary group such as 
IGA. 
Mr. CHRISTIAN: IGA, Red & White, or any of the many others. 


Co-Chairman Mr. BAsrorp: But my proposition is that the advantages of the 
profit dividend plan are, as a matter of big business, almost impracticable for the 
independent grocer who is not a member of a chain or a voluntary group. 


Mr. CHRISTIAN: Well, when you say that they are “impracticable’’, the last 
issue I saw of Canadian Grocer indicated that approximately 85 per cent or 86 
per cent of the retailers in Canada were either chains of voluntaries, so we are 
talking about a very large percentage in this area that are able to buy. AsI say, I 
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think it was 85 or 86 per cent, according to the survey made by the grocery 
magazine. 

Co-Chairman Mr. BAsrorD: Do you put that forward, then, to say that 85 
per cent of the retailers can take advantage of the profit dividend plan and 15 
per cent cannot. 

Mr. CHRISTIAN: They can take advantage of it through the chains directly or 
through their sponsoring group. There are certain other large segments, in- 
dividual independents, which also can take advantage of the plan. 

While this plan is available, it does not necessarily mean that they all take 
advantage of it, and I am referring to voluntary groups as well as to independ- 
ents. They may elect not to take advantage of the plan. Our terms are fairly stiff; 
we want a lot of participation for our money. 

Co-Chairman Mr. BASFORD: Can you give me some estimate of how many do 
take advantage? 

Mr. CHRISTIAN: I cannot. 


Co-Chairman Mr. BASForpD: That surprises me. Surely, when you sit down to 
make up your budget you must figure what your sales will be and then what 
costs in the profit dividend plan will be. 


Mr. CHRISTIAN: This is done on a regional, area by area basis. In other 
words, we determine the total budget. The budget is then spread by areas and 
then the recommendation comes from the respective areas. 


Co-Chairman Mr. BASForRD: Yes, and you must have a figure that you work 
from in order to indicate the percentage of sales to customers and those custom- 
ers who would take advantage of the profit dividend plan and to whom you 
would have to pay a dividend. 


Mr. CHRISTIAN: It is done on an individual basis. 

Co-Chairman Mr. BasrorD: How do you mean it is done on an individual 
basis? 

Mr. CHRISTIAN: If we are successful in selling a retailer the idea of holding a 


promotion as outlined in this plan, then we work with him to tie up details in 
respect to his promotion. 


Co-Chairman Mr. BAsrorD: I recognize that, but surely your comptroller, at 
the beginning of the year, must be able to make some estimate of what it is going 
to cost the company in dividends. 


Mr. CHRISTIAN: It is historical. We know how much money we have used in 
the past and we budget on the same or on increased activities. 

Co-Chairman Mr. BasrorD: You must know, then, what percentage of sales 
is not used or not taken advantage of. You must know the percentage of sales in 
which customers do not take advantage of the profit dividend plan. 

Mr. CHRISTIAN: I cannot answer your question. I do not know. Specifically, I 
do not know. 

Co-Chairman Mr. Basrorp: I suggest that you must know. Now, if you know 
and can do some estimating as to what your sales are going to be, then surely 
your comptroller must also be able to estimate what it is going to cost him for 
the profit dividend plan, just as he must know or be able to estimate what it is 
going to cost him for electricity, labour or any other cost item. 

Mr. CHRISTIAN: Excuse me just a moment. I have a little difficulty with your 
question. I cannot tell you what percentage. I wish I could, but I cannot. I can 
give you neither the volume nor the percentage involved in this plan. 

Co-Chairman Mr. Basrorp: Can I go back, then, to see whether you accept 

pendents who are not members of a chain or 


my proposition that the inde 
voluntary group find the plan impracticable in a business sense. They cannot 


take advantage of the profit dividend plan. 
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Mr. CHRISTIAN: Not really. It is not the impracticality of it so much as the 
fact that on an average it is, perhaps, not the way the retailer likes to do 
business. 

There are large independents or medium size independents that do partici- 
pate in the plan. On the other hand, you do get into the area of people who are 
not interested in doing any of these things. There is just no way to sell the plan 
to them. They do not want the plan. 

Co-Chairman Mr. BASFORD: What is the meaning of the paragraph in the 
plan which says: 

The allowances under this plan are in addition to any advertising 
agreement between Swift and the customer in effect on individual prod- 
ucts. 


What sort of agreements would those represent? 

Mr. CHRISTIAN: That is the case of the per case allowance program we wIRea 
about earlier: 20 cents on Prem, and 15 cents on eee We can give you that 
information here. 

Co-Chairman Mr. BASFORD: There are pare pidinticndt allowances for 
those products. 

Mr. CHRISTIAN: Right. 

Co-Chairman Mr. BASsForpD: As I recall your earlier evidence, réferting to 
Appendix III, Advertising and Promotion, for sales promotion you spent 
$991,000, $370,000 of which was spent under the Profit Dividend Plan. Where 
was the other $600,000 spent? 

Mr. CHRISTIAN: I explained some of it. So far as the actual details are 
concerned, I do not have them. We did tell you that something over $100,000 
went to purchase point of sale materials. Additional money went in support of 
our activity at the Canadian National Exhibition. Different money was spent on 
salesmen’s prizes, and additional money was spent on salesmen’s meetings and 
dealer meetings. 

Co-Chairman Mr. BASFORD: Do you offer any volume discounts? 

Mr. CHRISTIAN: We have a price structure that gives recognition of the size 
of order. The smaller the order the higher cost of servicing that order and the 
higher the price. The larger the order within certain limits the lower the price. 
That is generally speaking. I think that just about explains the pattern—the 
cost of servicing a small order is extremely high and this must:be recovered in 
the cost of the product. 

Co-Chairman Mr. BASFoRD: Does that mean you give volume discounts? 

Mr. CHRISTIAN: Quantity discounts, yes. That is as far as the individual 
dealer is concerned. For example, we do not give our large price quantity 
discount as such. He is on a large volume list. 

Co-Chairman Mr. BAsrForp: They would have a special price? 

Mr. CHRISFIAN: Each group has a special price. Each section of the trade 
whether it be large, medium or small would be dealt with according to the size of 
the purchase. If a purchaser grows from a small purchaser to a large purchaser 
he qualifies for the large dealer price. 

Co-Chairman Mr. BaAsrorp: I take it the chain stores are ames dealers? 

Mr. CHRISTIAN: Yes, 

Co-Chairman Mr. Basrorp: And they have better prices. 

Mr. CHRISTIAN: All dealers or voluntary groups might have the same price. 
We make it a practice to deal with competing purchasers alike. 

Co-Chairman Mr. Basrorp: How many new products have you introduced 
this year, if any? 
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Mr. CHRISTIAN: About three I can think of readily. 

Co-Chairman Mr. BAsrorpD: Which are they? 

Mr. CHRISTIAN: Lazy Maple Bacon, Prem spread, Sugar plum hams. I think 
that is as far as new products are concerned. 

Co-Chairman Mr. BaAsrorp: Are they included in the profit dividend plan? 

Mr. CHRISTIAN: No. That is something you would find under item 21, 
smoked ham. Sugar plum ham is a Swift Premium ham. 

Co-Chairman Mr. Basrorp: I see; then when your general salesmen went to 
Dominion Stores to sell Maple Bacon, what deal was made as to how that was 


listed in Dominion Stores? What deal did you make with Dominion Stores to get 
that into Dominion Stores? 


Mr. CHRISTIAN: We would quote Dominion Stores as we would quote any 
other store at that time. We would try to sell them the idea that it was a good 
product with good flavour and that it had been consumer tested and found to be 
desirable and a good item for them to have in the store. 

Co-Chairman Mr. BASFrorpD: Was that arranged by your office listing? 

Mr. CHRISTIAN: No. 

Co-Chairman Mr. BASForpD: Did you arrange with any of the chains for these 
products to have what is called a head office listing? 

Mr. CHRISTIAN: No, that is done area by area. 

Co-Chairman Mr. BASForpD: They have all been manager options? 

Mr. CHRISTIAN: Yes. As far as I know that is the case. The individual store 


does not do the buying in many of these cases. The area manager would make 
the decision. 


Co-Chairman Mr. BASrorp: That is what I would call a head office listing. 

Mr. CHRISTIAN: It could be, but I am not aware of it as such. Because one 
area of Dominion purchased that product from us, it does not necessarily follow 
that all areas will do so. We would have to carry the story to the individual 
district people to get their decision. 

Co-Chairman Mr. BASForD: But was the decision made at district level? 

Mr. CHRISTIAN: As far as I know it was made at district level, yes. 

Co-Chairman Mr. BAsrorpD: By the buying committee? 

Mr. CHRISTIAN: Yes. 

Co-Chairman Mr. Basrorp: I would like to know whether in listing and 


getting Maple bacon into the store whether you started with a price list, and if 
that was the price list you ended up with? 


Mr. CHRISTIAN: The price of Lazy Maple Bacon is directly related to Swift 
Premium Bacon and would be subject to the same variations. If the bacon were 


on : upward scale in the pricing, Lazy Maple Bacon would be on an upward 
scale too. 


Co-Chairman Mr. Basrorp: What is Prem spread? 


. Mr. CHRISTIAN: It is a sandwich type meat spread. This is a refinement made 
into the spread for easy spreading. 


Co-Chairman Senator CROLL: It is easy to see you were not overseas. We ate 
it until it came out of our ears. 


Co-Chairman Mr. BAsrorp: How did you get that into Dominion Stores? 


Mr. CHRISTIAN: I cannot tell you at this point of time whether it is in there 
or not. 


Co-Chairman Mr. Basrorp: Well in getting into any of the chain stores, did 
you offer any special volume discounts? 
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Mr. CHRISTIAN: I don’t know, but it is a canned food item and it is quite 
conceivable that an allowance would be applied to it. 


Co-Chairman Mr. BASForD: On this new product? 
Mr. CHRISTIAN: Right. 


Co-Chairman Mr. BASForD: Do you ever offer to any of the chain stores any 
cash allowance for them to list your new product? 


Mr. CHRISTIAN: Anything we offer is an AP 101 allowance which is an 
advertising allowance offered to anybody. We may elect to have an introductory 


offer or an allowance. This same allowance would be made available to every- 
body. 


Co-Chairman Mr. BAsrorp: Would there be any credit memos issued to any 
of the chain stores for taking this product? 


Mr. CHRISTIAN: I don’t quite know what you are saying, sir. 


Co-Chairman Mr. BASrorpD: Well, would your seller in meeting with the 
buying committee offer to issue any credit memos on any goods they might buy? 


Mr. CHRISTIAN: How they would list payment for their advertising activi- 
ty—the use of credit to their account or a cheque which they would use—that 
would not make too much difference as far as we were concerned. We would 
generally issue a cheque, but if somebody said they would like it applied to their 
account we would prefer it that way. 


Co-Chairman Mr. BASForD: Would there be any offers to exchange the goods 
for other Swift’s premium products in case they did not sell? 


Mr. CHRISTIAN: No, at no time do we sell goods on consignment. This is what 
you are suggesting. 


Co-Chairman Mr. BASForRD: Could you supply me with all the aspects of the 
arrangements made to have Prem spread listed in Dominion Stores, Loblaws, 
Steinbergs, Canadian Safeway, Woodwards, Eatons and A&P? 


Mr. CHRISTIAN: Very good. 


Co-Chairman Mr. BAsrorp: I just have one other question. Appendix 
I—which is your financial statement for the fiscal years 1960-65—I take it this 
is the first time this has been released to the public? 


Mr. AYERS: It was released to this committee. 
Co-Chairman Senator CROLL: This is a public hearing. 


Co-Chairman Mr. BAsFrorpD: By releasing it to the committee, it becomes 
public information. 


Mr. AYERS: Yes. 


Co-Chairman Mr. BASFrorbD: You did that voluntarily. I wonder if you have 
any reservations about doing that. 


Mr. AYERS: We were asked, and we volunteered to release information. 


Co-Chairman Mr. BASFrorp: There is an issue in front of this committee 
which was before the 1959 Royal Commission, that there should be better and 
more accurate and more detailed reporting by companies involved in the food 
business as to their operations. This, of course, has been an issue before this 
committee, and I’m wondering whether you would like to make any comment on 
that, seeing that heretofore no one in Canada has known anything about Swift 
Canadian Co. Limited as to its sales and profits, and now they do. 


Mr. AYERS: I would rather not comment on that at this time, Mr. Basford. 
Co-Chairman Mr. BASForRD: Thank you. 
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Mr. Joya: Mr. Ayers, I am just mildly intrigued. If you will refer to the 
record of the proceedings when you first appeared, at page 1044, line 8, this was 
a statement made by Mr. Medland, taken from the brief: _ 

Swift Canadian Co., Limited does not carry on business in Canada 
through subsidiaries and has no voting interest in any other company 
which is actively engaged in business,... 


Has it any voting interest in any other company which is not actively 
engaged in business? 

Mr. AYERS: No. 

Mr. JOYAL: So, this is just loose language? 

Mr. AYERS: We do not have any interest in any other company. 

Mr. Joyau: Whether holding or operating? 

Mr. AYERS: No, sir. 

Mr. JovaL: Next, your auditor’s report indicates that for the fiscal year 
ending, I believee, October 29, 1964— 

Mr. Ayers: Maybe I have misunderstood your question. We have two 
subsidiaries in Canada—G. H. Hammond Co. (Canada) Limited and Union 
Packing Co. (Canada) Limited. 

Mr. JOYAL: Your brief specifies that. 

Mr. AYERS: Yes. 

Mr. Joya: Your auditor’s report discloses that for the fiscal year ending 
October, 1964, I believe, that you transferred the pension fund of your Canadian 
officers and employees from the parent company to the Canadian company, is 
that correct? 

Mr. AYERS: That is right. : 

Mr. Joya: How much has accumulated in that fund to date? 

Mr. SPALDING: I cannot tell you the exact figures. 

Mr. JOYAL: Well, round figures, please. 

Mr. SPALDING: I could give you a little background. 

Co-Chairman Senator CROLL: Go ahead. 


Mr. SPALDING: Over a good many years the employees of the Swift Canadian 
Co. Limited in Canada were included in the Swift & Company pension plan, as 
this was indicated. But with the implementation of the Ontario legislation on 
pensions it was decided that because of the various deferred pension clauses with 
regard to the Ontario Pension Benefits Act we should have our own Swift 
Canadian Co. Limited pension plan for our own hourly-paid and salaried em- 
ployees. 

At December 31, 1964 we transferred the funds—you might call them the 
accumulated funds, and I cannot tell you the exact sum because I do not have it 
In my memory—from the Swift & Company Pension Trust which we had at 
that time, and we had an ancillary trustee in Canada to whom we were actually 
paying the funds but, nevertheless, it was still part of the Swift & Company 
trust. So we transferred these funds to our own two new pension plans or pen- 
sion trusts—one for, the hourly-paid and one for the salaried employees—and 
both plans are exactly the same, there is no difference, and the break-up of the 
fund was done on an actuarial basis. 

Mr. JOYAL: So the auditor indicates. 

Mr. SPALDING: Yes. 


ae JovAaL: In that trust setting up this pension fund, are there limitations in 
regard to the area within which your portfolio of investments may be created? 
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Are they wholly or exclusively in Canadian securities, or partly in others as 
well? 


Mr. SPALDING: I would say the great majority is in Canadian securities. The 
trust company we have has the full right to invest these funds any way they 
wish to. 


Mr. JOYAL: You are saying the majority of these investments are in 
Canadian securities? 


Mr. SPALDING: Yes, they are. There are many areas. 


Mr. JOYAL: Referring to Appendix III, advertising and promotion, for the 
years 1962 to 1965, four annual periods, you show an increase in sales of 16 per 
cent. You also show an increase in advertising and sales promotion of only 7 per 
cent. In other words, the increase in your advertising and promotion costs have 
not been on parity with your increase in sales. Would you indicate, Mr. Ayers, as 
to whether your name is so well accepted now in the community that you can, I 
suppose, spend relatively less on advertising or promotions; or is it because you 
are enjoying such a buoyant general demand for your products? 


Mr. AYERS: We appraise our situation each year, and we try to buy the best 
advertising media we can at the least possible dollars. So that each spring, when 
we make up our budget for advertising, we go through all the processes of what 
we will do and how we will advertise, and we come up with what we think will 
be a fair and equitable program. It can increase some years and decrease others, 
but we demand that the agency give us the very best advertising program we 
can possibly get for the money we are investing, and that is why we vary it. 

Mr. JOYAL: You might recall some evidence that was given to this committee 
earlier on the advertising index over the past five years—and this includes 
radio, television, newspapers, periodicals and magazines. They have shown their 
own price indix increased, I think, to 27 per cent. This would indicate, of course, 
even more so a gradual decline in your advertising expense, is that correct? 

Mr. AYERS: A gradual “decline’”’ in our advertising. expense? 

Mr. JoYAL: Yo uare getting less coverage? 


Mr. AYERS: There is a gradual incline in advertising expense, so we are 
getting less coverage but are trying to buy a better program to offset that 
difference. 

Mr. JOYAL: The other thing I would like, even at the risk of cluttering up the 
record, is: Earlier Mr. Urie had asked if you would prepare your profit figures, 
not based on the formula you had given us earlier, which was the total of the 
assets divided into your net profits multiplied by 100, but your return on 
investment, based on the percentage of your net profits after taxes, divided 
into your total investment capital, paid-up capital, plus undistributed or 
accumulated profits. Have you those figures now? 


Mr. SPALDING: Yes, I have, sir. 
Mr. JoYAL: Could you read them into the record, please? 


Mr. SPALDING: 1960—as you know, I calculated these on a slide rule so they 
might be out a point or two—8.5; 1961, 2.9; 1962, 4.5; 1963, 2.5; 1964, 6.5; and 
1965, 6.1. 


Mr. JOYAL: That is all, thank you, Mr. Chairman. 
Co-Chairman Senator CROLL: Have you a question, Senator Carter? 


Senator CARTER: Yes, Mr. Chairman, I have one or two short questions. Mr. 
Ayers, in how many different size packages do you put up bacon? 


Mr. AYERS: Two—the half pound size and the one pound size. That is, for 
sliced bacon for the retail trade. 


Senator CARTER: Yes. What is the most popular size? 
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Mr. AvErRS: The most popular size—the ratio is 85 to 15. Eighty five per cent 
of the one pound size to 15 per cent for the half pound size. 

Senator CARTER: You put up more bacon in the one pound size package? 

Mr. AYERS: Yes. . 

Senator CARTER: That is the consumers’ preference? 

Mr. AYERS: Yes, it is the consumers’ preference. That is how the consumer 
picks up our bacon in the stores. 

Senator CARTER: There would be no point in calculating these figures that 
you give us in Appendix IX on a half pound basis, but what I want to find out is 
when you calculated this estimated profit or loss per pound was it calculated on 
your total sales for the year? 

Mr. AYERS: Mr. Beswick, will you answer that? 

Mr. BESWIckK: You will note, senator, that we have headed it up “Estimate’’, 
and if I can refer you for a moment—I do not know the page in the printed copy 
of the proceedings, but we did mention that we spent a great deal of soul-search- 
ing in order to come up with these figures. A portion of this profit is represented 
by the bellies that we get from our hogs. A portion of this profit and loss is in the 
sales department, and then there is the profit and loss in the bacon department 
itself. This goes on right through from the buying to the selling, and if we could 
have broken the figure down more specifically we would have done so. 


Senator CARTER: It is an estimated profit on an estimated cost? You do not 
know how the various proportions of cost were made up? 

Mr. BESwIick: No. 

Senator CARTER: But when you arrived at it you must have had some figure 
in front of you. You certainly had some figure representing a number of pounds. 

Mr. BESwick: Of bacon? 

Senator CARTER: Yes. 

Mr. BESWICK: Yes. 

Senator CARTER: Were those total sales of bacon? 

Mr. BESWICK: Yes. 

Senator CARTER: And that is across Canada? 

Mr. BESWIck: Yes. 

Senator CARTER: So these figures might not necessarily—these are true for 
Canada as a whole on these particular dates? 

Mr. BEswick: That is right. 

Senator CARTER: But on any particular date in different parts of Canada 
they might be quite different? 

Mr. BESWICK: Yes. 


Senator CarTER: So that when you lost nearly 8 cents a pound in June, 1966 
it os not follow that you lost 8 cents a pound down in the Maritimes, let us 
Say? 

Mr. Beswick: This is the total for the company. 

Senator CarTER: Yes. I just wanted to clarify what these figures meant. 

Mr. URIE: Arising out of Mrs. MacInnis’ questions—and this is not in the 
form of a question, Mr. Chairman—I think I should read into the record a short 
compilation of figures that have been brought out before the members of this 
committee from time to time, by both individual packers including Swifts and 
the Dominion Bureau of Statistics, to show the various percentages of increase 


in costs and prices. Perhaps, Mr. Ayers and Mr. Beswick might have a comment 
to make after I have read them. 
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Now, these are Toronto prices using as a base the average prices in May of 
1965, and comparing those prices with those in February, June and September of 
1966 at Toronto. 

Grade A carcasses of hogs in May, 1965 averaged in price $30.46. Canadian 
bellies at that time were $33. The wholesale price of bacon was 72.6 cents, 
although Swift’s price was actually 70 cents. The retail price of bacon in that 
month was 97.4 cents, on the average. ’ 

Now, taking February, 1966, Grade A carcasses were $43.19, an increase of 
41.7 per cent. Canadian bellies in that month ranged from $55 to $51, an increase 
of approximately 66 per cent. The wholesale price of bacon was 92.7 cents on the 
average, an increase of 27.6 per cent. The retail price of bacon was $1.49, or an 
increase of 53.1 percent. 

In June of 1966, grade A carcasses averaged in price at Toronto $38.29, or an 
increase of 25.7 per cent over May of 1965. That price was down a bit in 
February. Canadian bellies were about the same, $54.50 to $52, an increase of 
approximately 60 per cent over May of 1965. The wholesale price of bacon was 
91.9 or 92 cents, an increase of 26.6 per cent over May of 1965. The retail price of 
bacon was $1.38, or an increase of a little over 41 per cent. 

In September—I think it was at about this time that the Canada Packers 
strike was on—Grade A carcasses were $33.92, or 11.3 per cent over the price in 
May, 1965. Bellies were still high, ranging from $54 to $50.50, or approximately 
66 per cent over the price in May, 1965. The wholesale price of bacon had risen 
to $1.01 an increase of 38 per cent, while the retail price of bacon was $1.54, an 
increase of about 59 per cent. 

Have you any comment to make with respect to any of those figures in the 
light of the questions Mrs. MacInnis put to you? 

Mr. AYERS: I would like Mr. Beswick to answer that. 

Mr. BESwick: Well, we are looking at four distinct areas here. I would 
like to leave out the Grade A carcasses, before I say anything— 

Mr. URIE: Yes, that is right. I just wanted you to have the complete 
package. 


Mr. BESWIck: I would like to leave out the retail prices because I am not a 
retail expert. So far as Canadian bellies and bacon are concerned— 


Mr. URIE: Might I point out to you, Mr. Beswick, before you answer, that the 
price to you of Canadian bellies was up 66 per cent, apparently, and you, in fact, 
increased your wholesale price of bacon only 38 per cent. What does that indi- 
cate to you? 


Mr. Beswick: Well, there appears on the surface to be a little disparity, but 
we are talking here about bellies that are 100 per cent of a commodity, and we 
are taking a portion of the belly business—I am assuming from the figures you 
read that they are comparable to what we call Swift’s Premium, which consti- 
tutes only 60 per cent of the bacon portion of the belly. What happened to the 
balance—the other 40 or 45 per cent—of the belly? What happened to the skin 
market. The skins constitute 10 per cent, and of the skinless bellies only 40 per 
cent is Swift’s Premium bacon. The rest is something else. I do not have 
enough information here to adequately give an opinion. 

Mr. Urie: Most of this information with respect to bellies came from your 
own presentation. Can I ask you if this indicates to you that a considerable 
portion of the increase has benefited the retailer other than the packer in the 
eventual price of bacon? This is what it indicates, I am sure to most of the 
members of this committee. 

Mr. BESwIck: I have no idea of what has happened to his costs. 

Mr. JOYAL: Let us be candid here. 

Mr. BESwIick: I am being candid. 
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Mr. JoyAL: Where does the profit spread come in? Was it between the 
wholesaler and the retailer, or was it between the retailer and the poor con- 
sumer at the very end? 

Mr. Beswick: If I can be candid I will say that this is an unfair question to 
ask me, because I really have no idea as to what has happened in respect to the 
expenses of running a chain store. I did not know it before, and I do not know it 
today. 

Co-Chairman Senator CROLL: All Mr. Urie asked you to do was to plead not 
guilty. 

Mr. AYERS: We are not guilty. 

Co-Chairman Senator CROLL: What he said, in effect, was—he gave you the 
figures and the facts. I might mention that he spent all night working on these, so 
he knows what he is talking about. He says: It does not look as though you have 
your hand all the way to the elbow into the pot? And you argue with him. You 
are not prepared to accept it. 

Mr. BESWICckK: I accept it. 

Co-Chairman Senator CROLL: Yes, now you do. 

Senator Cook: Were these Toronto figures? 


Co-Chairman Senator CROLL: Yes, he said they were Toronto figures. He 
started with that. 


Mr. UriE: Thank you, Mr. Beswick, you may retire. I have a brief question, 
Mr. Ayers, to get back to the question of dividends. You pointed out in your 
previous testimony as the result of questioning I put to you that there was 
$7,600,000 in dividends paid since 1960 to your parent company, and that only in 
two years out of the six years. In 1960 your accumulated earnings were ap- 
proximately $20 million. In 1962 your accumulated earings amounted to approxi- 
mately $15,600,000, and in 1965 they increased to approximately $17,600,000. 
Does that indicate that your company has declared or will declare a dividend 
during the year 1966 to your parent company? 


Mr. AYERS: We will not. 


Mr. UrtE: Is the board of directors of your Canadian company composed of 
directors of your American company or only of people who are solely connected 
with your Canadian operations? 

Mr. AYERS: They are composed of both. 

Mr. UriIE: What is the proportion? 


; Mr. AYERS: There are two Canadian directors that are Canadians. There are 
six American directors. However, of the eight, five reside and work in Canada. 
Mr. UrtE: Have you had your annual meeting this year? 
Mr. AYERS: No, not yet. 


Mr. URIE: So the position of your corporation is that notwithstanding the 
fact that your accumulated earnings have risen to a figure substantially greater 
than 1962 but less than 1960 you will not be declaring a dividend in favour of 
your American company. 

Mr. AYERS: Yes, because we re-invest our money in Canada. 


Mr. URtE: You mentioned earlier today that whether or not a dividend was 
declared was in accordance with company policy. Is that dictated by the local 
directors or by the parent company? 

Mr. Ayers: By our board of directors here. 


Mr. URIE: One further question, and this is only for reading into the record; 
that is, the information which our colleague mentioned a moment ago with 
respect to return on investment. If I may refer you to Appendix B in your 
original submission, you show return on investment there calculated on a differ- 
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ent basis. In 1960 it is 6.8 per cent, and calculated as you gave it to us today, 8.5 

per cent; in 1961, 2.3 per cent, and today 2.9 per cent; 1962, 3.6 per cent, and 

according to the new calculation 4.5 per cent; in 1963, 1.9 per cent, and today’s 

calculation 2.4 per cent; in 1964, 5.1 per cent, and today’s calculation 6.5 per 

cent; and in 1965, 4.6 per cent, and today’s calculation 6.1 per cent. Thank you. 
Co-Chairman Senator CROLL: Mr. Whelan? 


Mr. WHELAN: First of all, I would like to get something clear in my mind. 
‘You, Mr. Chairman, and one other member, I believe Mrs. MacInnis, made the 
statement that we should be asking or inquiring into what the sales price of a 
product should be. 


Co-Chairman Senator CROLL: No, that is a wrong interpretation. What Mrs. 
MacInnis suggested, and I also suggested, was that an observant eye might be 
kept on what should be done to their product so as not to hurt the business. 

Mr. WHELAN: I would like to ask the Swift people, do you own feed 
companies and fertilizer companies, and are you not in a preferred position as 
against some of the other companies that are not subsidiaries in having the 
advantage of using your by-products or waste products? 

Mr. AYERS: Only a small amount of our animal protein goes into our animal 
feeds. We sell that not only to our feed mills but to other companies as well. 

Mr. WHELAN: Do you have contracts with hog producers who have to sell 
those products to your company? 

Mr. AYERS: Yes. 

Mr. WHELAN: Do you own any farms of your own? 

Mr. AYERS: We do not own any farms. 

Mr. WHELAN: Do you rent any farms? 

Mr. AYERS: We rent three for turkey production. 

Mr. WHELAN: How much of your turkey production would be in relation to 
your over all buying of turkeys? 

Mr. AYERS: A very small percentage. 

Mr. WHELAN: Ten per cent? 

Mr. AYERS: It would not be that. 

Mr. WHELAN: Thank you. 

Co-Chairman. Senator CROLL: Mr. McLelland. 

Mr. McLELLAND: I have one question to add to an earlier one. I have raised a 
lot of cattle and sold and bought them. One thing amazed me. I have had buyers 
from Swift Canadian come to me and never heard them say, “If you do the 
injecting of the animal yourself under government inspection we will give you 
$16 per head more. How much does it cost Swift Canadian to get this injection 
made to the live animal? 

Mr. SwAn: I do not quite understand the question. 

Mr. McLELLAND: You mentioned earlier that you had this done under your 
supervision and said quite determinedly that you knew the injections were made 
to the animal, you could not tell by the carcass hanging up or by inspection, but 
you do it yourself. 

Mr. SWAN: That is right. 

Mr. McLELLAND: Supposing Swift comes to the farmer and says, “We will 
buy a certain number of steers and they will be slaughtered in two days, and 
have your injections done tomorrow.” It should be done so many hours before 
slaughter. 

Mr. Swan: We don’t specifically know they are going to be used for 
Pro-ten and that is what we are referring to. 
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Mr. McLELLAND: How much does it cost you to have that injection done to 
one of those animals? 

Mr. Swan: Precisely our expenses are about 13 cents a pound. 

Mr. McLELLAND: That is $6 for a 400 pound carcass? 

Mr. Swan: The research that has been spent on it has been tremendous, the 
cost of our solution, labour costs, equipment costs, all added up, and there are 
certain factors in there. 

Mr. McLELLAND: One and a half cents, is that dressed? 

Mr. Swan: Dressed. 

Mr. McLELLAND: That is $6 for a 400 pound carcass? 

Mr. Swan: That is right. 

Mr. McLELLAND: The first profit there is on that one thing, $6; that is $10 the 
very minimum. 

Mr. Swan: Do you say we make $10? 

Mr. McLELuLAND: Taking four cents a pound— 

Mr. Swan: No, you said that is four cents a pound difference. 

Mr. McLELLAND: Well, approximately. 

Mr. Swan: There again, you are talking about retail through chains. 

Mr. McLELLAND: Yes, through retail. 


Mr. Swan: We cannot relate that back. In actual practice we charge on a 400 
pound carcass only $8. 


Mr. McLELLAND: To the retailer? 

Mr. SwAwn: To the retailer. 

Mr. McLE.L.Lanp: In other words, he makes a little bit. 
Mr. Swan: I don’t know that specifically. 


Mr. McLELLAND: It has been indicated that Swift’s do not care about the 
retailer, that what he does afterwards is his business. 


Mr. SwAn: That is true. 

Mr. McLELLAND: Now, one more question. Your advertising of Butterball 
turkeys—actually there is no butter in the turkey, is there? 

Mr. AYERS: It is just a name. 

Mr. McLELLAND: A woman looks at two turkeys, one says it is Butterball 


and the other says something else. She might say “I might as well pay a cent 
more for this, as it already has butter on”’. 


I have one more question. Per dollar of product bought, where is the more 
profit—in pork or beef— per dollar invested in the product? 


Mr. AYERS: It would vary from year to year. 

Mr. McLELLAND: Do you ever realize more profit on beef than on pork? 

Mr. AYERS: Very seldom. At times we will, but in the long pull I would say 
there is a better return on the hog. 


Mr. McLELLAND: Do you put out in your yearly statements something 
showing that some years you have made more money on beef per dollar than on 


hogs? 
Mr. AYERS: We do not put out an annual statement. 


Mr. McLELLAND: Your shareholders are not interested in where you make 


the money, as long as you make it. They are not interested in whether you make 
it on pork or beef? 


Mr. AYERS: We do not issue an annual statement. We do not bring that out. 
Mr. McLELLAND: You cannot give me an answer? 
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Mr. AYERS: I can refer you from year to year. Some years we do better on 
pork and some years better on beef. 

Mr. McLELLAnpD: That is the closest I can get to finding out whether you 
make one per cent more on pork or on beef. You cannot say? 

Mr. AYERS: No. 

Mr. URIE: I understand you have three grades of bacon. 

Mr. AYRES: We have more than that. | 

Mr. BESwIck: In our proprietary brands we have Swift’s Premium, Swift’s 
Eversweet, Swift’s Empire, Swift’s Diamond A and pork ends and pieces, and 
bacon scraps. 

Mr. URIE: In what order of gradation are they? 

Mr. Beswick: In the order I gave. That is generally accepted. 

Mr. URIE: Is there any other indication on the package as to the grade it is, 
other than the name? 

Mr. BEswick: Just the price we ask for it and the advertising put behind 
Swift’s Premium. That is all. 

Mr. UriE: The only way the housewife can see whether it is Grade 1 or 
Grade 4 would be by examination of the price or if she knew it by name? 

Mr. BESwWIck: They have been on the market for years and years. We feel it 
is pretty well established. 

Mr. URIE: Is there a reason why you cannot label the packages with grade 
numbers, 1, 2, 3, 4? 

Mr. BESWICck: There is no mechanical reason. 

senator Cook: It is not romantic enough. 

Mr. URIE: There have been many complaints to members of the committee 
that to the average person, other than looking at the price, they are indistin- 
guishable. Apparently it has been felt that there should be some indication of 
responsibility by the packer as to the grade. I am not suggesting that you asa 
firm should do something that your competitors do not have to do. But if there 
were a regulation prescribing that you had to indicate the grade? 

Mr. BESWICK: We accept this responsibility in the brands that we put out. 
For some reason—it can happen—bacon gets out into a brand that we feel it 
should not be in. In that case, we stand behind it 100 per cent. 

Mr. URIE: You will agree that unless the consumer is aware that Swift’s 
Premium is better than one of the others that you mentioned, There is no way 
for her to know. Surely the numbers 1, 2, 3 and 4 would be an indication which 
would be more accurate? 

Mr. BESWIcK: She sees them in the counter side by side. I would think she 
would be able to modify the brand impression we may have made, plus the price 
impression, and really get the message. 

Mr. URIE: It really boils down to price? 

Mr. Beswick: And brand. We are proud of our brand and have spent much 
over the years in putting it forward. We feel that Swift’s Premium bacon is the 
finest bacon available. 

Mr. URIE: You do not advertise the others? 

Mr. BESwIck: No. 


Mr. URIE: So as betweeen the top grade, Swift’s Premium, and the other 
grades—? 


Mr. BESWICK: The packs are different. 


Mr. URIE: It may be that some consumer service could provide this service 
to the consumer. 
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Co-Chairman Senator CroLL: Mr. Ayers, I want to thank you, on behalf of 
the committee, for the further information that you brought to us. It has been 
very useful and helpful. We did not expect you to have an answer to all the 
questions. We understand that you will send in those answers to Mr. James as 
soon as you can. All of this information has been most useful and we very much 
appreciate it. 


The committee adjourned. 
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SWIFT CANADIAN CoO., LIMITED 
FINANCIAL STATEMENTS 
FISCAL YEARS 


1960 TO 1965 INCLUSIVE 


SWIFT CANADIAN CoO., LIMITED 
FINANCIAL STATEMENTS 
PERIOD OCTOBER 31, 1959 


TO OCTOBER 29, 1960 
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1434 JOINT COMMITTEE 


STATEMENT 2 
SWIFT CANADIAN CoO., LIMITED 


STATEMENT or INCOME AND ACCUMULATED EARNINGS FOR THE Firry-rwo WrEEks ENDED OcToBER 29, 1960 


Sales, including service reVenueS......... 2. eee cece ce tees seamen een e nse te meas $190, 577,471 
Interest received less interest. nald «4.66.9 sre bien © Seine sp ete ee pas noe ees 311, 343 
Gain on disposal of fixed Assets .2. 2.7». .- asta w «aegis ec + passin ot 8 ee 40, 252 
Profit on exchanges .o< 6: cs can datee seem te ye Pee temas trio seth a inne a ais 23, 054 

$190, 952, 120 
Less: 


Cost of sales and services including cost of raw materials and processing 
supplies but excluding the charges set out below (see notes 1 and 2 on state- 


ment 3attachéd)i . :dics o. Hea. Cae Ae wie ows ee re ie ine eee $ 170,998,396 
Selling and administrative expenses: i...cn. / ks -s ces a als Ee wale 11, 966, 863 
Depreciation (see note 3 on statement 3 attached)...................20000- 1,761, 550 
Taxes (other than income taxes))..ge25 ee es eee hae ea oe 798,371 
Contribution to Swift and Company pension trust...........6.0-.s0-00-: 940, 603 
Provision tor doubtiul-accounts metensss se aire ree ete terran a 79,022 186,544,805 
Net income for’the year before income taxes. .:.... 2... sac ¢ coe poet eee = $ 4,407,315 
Federal incomie taxes . 24.00, See ee Sas eee Rs ea ee as $ 2,017,498 
Provincial’ Income GaxGS oe se 4 alien oeee 209, 872 2,227,300 
Net. meome forthe yeartiiacn sss. os. soa eeeneen es © 42k os 2 ee $ 2,179,945 
Accumulated earnings, October 31, 1959) csess ae. teas oo ss eens owed ye ae tees 18,461, 103 
$ 20, 641,048 
Dividends Haid i. ..225.0dk eee esses aoe rae e Bee cea © teicen <3 cieeenn ae mee a 7,000, 000 
Accumulsted*earnings,; Octoper 29, 1060 25.4, secon 6a ee ee ieee $ 13,641,048 


(See notes to financial statements) 
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STATEMENT 3 
SWIFT CANADIAN CO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FIFTY-TWO WEEKS ENDED OCTOBER 29, 1960 


1. Basis of valuing inventories 


Cost of the inventory of ingredients and supplies has been determined on a 
first-in first-out basis. . 

Cost of the inventory of products has been determined on a modified last-in 
first-out basis. Under the company’s method, cost is first computed on a first-in 
first-out basis and this figure is reduced by reference to the increase in inventory 
prices of a basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) Since the 
amount of such reduction would not be deductible for income tax purposes it is 
reduced by the current effective rate of income tax (approximately 50.6 per 
cent) and the reduction is accordingly 49.4 per cent of the price increase 
computed in this manner. f 


2. Inter-company profits and losses 


The amount of inter-company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) 
is neither determinable nor significant. 


3. Depreciation, depletion, obsolescence and amortization | 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year (except depreciation on leasehold interest which is calculated on the 
gross book value) at the following rates: 


Normal depreciation— 


bebe Teth 2) nh ? ens — are 5% 
Bid Se EOL GoW 15 ire Ee oslo Lo « 20 
Office furniture and fixtures ........ 20 
Office machinery He. ... 56. dB eis odes 20 
Delivery equipments... os. dette sae ses 30 
Peasenold: intereste. . ...s6 dec t& coc Bs 10 


Double depreciation— 


In addition to depreciation at the normal rates shown above 
additional depreciation is provided on the cost of buildings 
subject to double depreciation at the rate of 24 per cent. 


(b) The cost of a fixed asset disposed of is eliminated from the asset account 
and the difference between the cost and proceeds of disposal is charged to 
accumulated depreciation except to the extent that such proceeds exceed the 
original cost of the asset (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date). Any excess of the proceeds of disposal 
Over original cost (or the depreciated cost at October 30, 1948 of an asset 
acquired previously thereto) is credited to profit and loss. 


(c) No intangible assets are recorded in the books of the company. 


(d) Maintenance, repairs and renewals are charged against operations at 
the time that expenditures are incurred. 
25227—4} 
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1438 JOINT COMMITTEE 


STATEMENT 2 
SWIFT CANADIAN CO., LIMITED 


STATEMENT oF INCOME AND ACCUMULATED EARNINGS FOR THE Firry-tTwo Weeks ENDED OcToBER 28, 1961 


Sales, including service TEVENUECS.... ..s..602 sss co x eine ww wed woe Eels wees Beisel $188, 895, 845 
Interest. received less'interest paid 2.05000. 6.205 oer ss eee nee cane a hee 28, 502 
Gain on disposal of fixed: assets.5 2.0 ates: 2. See ett oe OM en 21,290 
Profit on exchanee.. 22 sa.c2 eh css co ee hos a sie os OR Rs neces ale 27,494 

$188, 973,131 
Less: 


Cost of sales and services including cost of raw materials and processing sup- 
plies but excluding the charges set out below (see notes 1 and 2 on state- 


ment S attaehed) x. at ke ok wks «eter oes mice ee a $ 171,550, 546 
Selling and ‘administrative Oxpenses ..0.0.0. <3 wats ce eva ets ee see comers 12,197, 368 
Depreciation (see note 3 on statement 3 attached)...............eeeeeeeeee 1410, ,222 
Taxes (other than income taxed). {. <5: oer ake eis oh en ae ene 763, 906 
Contribution to Swift and Company pension trust..............-.-2.-s.0-- 900, 911 
Provision for doubtiul accounts snet. 6. gee oe os cece: . Ae oes 35,222 

187, 218,175 

Net income for the year before income taxes. ..:.....5..00.ssccecssenssnewen $ 1,754,956 
Kéederal tncome baxcat. 26... .. oe oe ce ha es Cc Re tia ee $ 895, 000 
Provincialsincome taxes. 0... icas eres cas se I Se Soo ee Mee eke ee 100,000 

—_—-——— 995,000 

Wetincome for the year.) .t/c)<2 Senne. s ee es ee gee es Fae $ 759, 956 

Accumulated earnings, October 29,,1960.: ae. eea cree « Oe oar ee 13,641,048 

Accumulated earnings, October. 28, 1961. 2.222.000.0588 ice oe so ae ee ee $ 14, 401,004 


(See notes to financial statements) 
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STATEMENT 3 
SWIFT CANADIAN CoO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FIFTY-TWO WEEKS ENDED OCTOBER 28, 1961 


1. Basis of valuing inventories 


Cost of the inventory of ingredients and supplies has been determined on a 
first-in first-out basis. 

Cost of the inventory of product has been determined on a modified last-in 
first-out basis. Under the company’s method, cost is first computed on a first-in 
first-out basis and this figure is reduced by reference to the increase in inventory 
prices of a basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) Since the 
amount of such reduction would not be deductible for income tax purposes it is 
reduced by the current effective rate of income tax (approximately 50.9 p. cent) 
and the reduction is accordingly 49.1 p. 100 of the price increase computed in 
this manner. 


2. Inter-company profits and losses 


The amount of inter-company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) is 
neither determinable nor significant. 


3. Depreciation, depletion, obsolescence and amortization 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year (except depreciation on leasehold interest which is calculated on the 
gross book value) at the following rates: 


Normal depreciation— 


UE LED Stee Pe 8 Al cle 80d Saw Bea acca’ ote las, 5% 
PSCHITNIEDY. 5c) PIR eee cle «5 GRA 0 4 Ss 20 
Office furniture and fixtures .......... 20 
Ofmce machinery ee........ 4B... « 20 
Delivery equipment... 2... 5 sient se hss 30 
easehold. interests 0... dels eae se 10 


Double depreciation— 


In addition to depreciation at the normal rates shown above 
additional depreciation is provided on the cost of buildings 
subject to double depreciation at the rate of 24 per cent. 


(b) The cost of a fixed asset disposed of is eliminated from the asset 
account and the difference between the cost and proceeds of disposal is charged 
to accumulated depreciation except to the extent that such proceeds exceed the 
original cost of the asset (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date). Any excess of the proceeds of disposal 
Over original cost (or the depreciated cost at October 30, 1948 of an asset 
acquired previously thereto) is credited to profit and loss. 


(c) No intangible assets are recorded in the books of the company. 


(d) Maintenance, repairs and renewals are charged against operations at the 
time that expenditures are incurred. 
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STATEMENT 2 


SWIFT CANADA CO., LIMITED 
hes 
SraTEMENT or INCoME AND ACCUMULATED EARNINGS FOR THE Firry-rwo Weeks ENDED OctToBER 27, 1962 


Sales, including service reVenueS..........-- eee eee eee eee eee eee eens $201,598 ,276 
Interest received less interest paid... ..60<.- 2 cee bwe sess tose ew eee yn st hayeiin es Sae0le 
Gain on disposal of fixed assets............ 20 00ce ee ou ates coe neev senesced 25, 362 
Profition exchaviGe.c: <.<cae sos Gomes neh Rete Oe cpr nee ee oc beee ae ree mete 32,774 

$201, 689, 029 
Less: 


Cost of sales and services including cost of raw materials and processing sup- 
plies but excluding the charges set out below (see notes 1 and 2 on the state- 


ment S attached ));. Jancis ah tehiny wana ee ate cla aie see eae $ +183;122,275 
Selling and adiministrative-expenses: )4.2.5 52. dss eos os Oe cece ss ee 12,610, 639 
Depreciation (see note 3 on statement 3 attached)...............eee ee eee 1, 646, 390 
Taxes (other than mcome taxes) ccc g25. aes oo an estes sale hes wesaiaore amet 826,788 
Contribution to Swift and’ Company pension trust:....:..26..-.4. saceess 925,480 
Provision ror doubtiul accounts, N6b..¢.2 age ooo 2 oe hte oe we eo es 39,959 

199,171, 531 

Net: income for the year before mcome taxes... 2.0.45... 65.46 .me aes Seles $ 2,517,498 
Hederal meonie taxes «ccc csi cr osen aac se Ree & © Sd nineties ce seer ee $ 1,155,415 
ProvinGial IMCOMOSCAKCS’: . nc. ae ele kee a IEE an oe, eee a eee 133,978 

a aeninEnineinena 1, 289, 398 

Nepimeomedor thie year...) . 246s oink eee eet oe ae lek ee eto a $ 1,228,105 

Accumulated earnings, October 28, LOG]. 2.4) = oak Bovine i eee en 14,401, 004 

Dividend declared: . 2... nh o< «degre. face ee eer os Se eee oa so 6 ee ees $ 15,629, 109 

600,000 

Accumulated earnings; October 27, 1962. ch. Seen scot e ens cme ge ae cee $ 15,029,109 


(See notes to financial statements) 
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STATEMENT 3 
SWIFT CANADIAN CO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FIFTY-TWO WEEKS ENDED OCTOBER 27, 1962 


1. Basis of valuing inventories 


Cost of the inventory of ingredients and supplies has been determined on 
the first-in first-out basis. 

Cost of the inventory of products has been determined on a modified last-in 
first-out basis. Under the company’s method, cost is first computed on a first-in 
first-out basis and this figure is reduced by reference to the increase in inventory 
prices of a basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) Since 
the amount of such reduction would not be deductible for income tax purposes 
it is reduced by the current effective rate of income tax (approximately 51%) 
and the reduction is accordingly 49% of the price increase computed in this 
manner. 


2. Inter-company profits and losses 


The amount of inter-company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) is 
neither determinable nor significant. 


3. Depreciation, depletion, obsolescence and amortization 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year (except depreciation on leasehold interest which is calculated on 
the gross book value) at the following rates: 


Normal depreciation— 


BSC ae eee Soda We eae: 5% 
Weachinieuy 22/0 Meee s 4. vsds so yee ee lee a 20 
Office furniture and fixtures .......... 20 
PIO TINACHINGYY, iced laa hae vies 20 
Delivery equipment@®.......)Re.....- 30 
ieedsehold interesig® ..-<....) Riess <> 10 


Special depreciation— 

Additional depreciation at 50% of the normal rates shown 
above may, under certain circumstances, be claimed by the 
company in computing its taxable income. Such additional 
depreciation is recorded in the company’s books and in the 
1962 fiscal year amounted to $87,687. 


(b) The cost of a fixed asset disposed of is eliminated from the asset account 
and the difference between the cost and proceeds of disposal is charged to 
accumulated depreciation except to the extent that such proceeds exceed the 
original cost of the asset (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date). Any excess of the proceeds of disposal 
Over original cost (or the depreciated cost at October 30, 1948 of an asset 
acquired previously thereto) is credited to profit and loss. 

(c) No intangible assets are recorded in the books of the company. 

(d) Maintenance, repairs and renewals are charged against operations at 
the time that expenditures are incurred. 
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1446 JOINT COMMITTEE 


STATEMENT 2 
SWIFT CANADIAN CoO., LIMITED 


STATEMENT oF INCOME AND ACCUMULATED EARNINGS FOR THE YEAR (52 WEEKS) ENDED OcToBER 26, 1963 


Sales, including’ service TeEVenUes 35.5)... saad Ferenehpad> oe sears oe me eee $203, 128, 328 
Interest recerved less interest paid... sacs os. akon Rook ed ce eee oe ee 28,747 
Protit-on 6xchan@e. 2.4 05 2. ss de ow es ee Go og 16, 689 
$203, 173, 764 
Less: 
Cost of sales and services including cost of raw materials and processing sup- 
plies but excluding the charges set out below (notes 1 and 2)............. $ 185,520,868 
Selling and administrative Expenses... : :t.22. 0 ees odeane ss cies oe oe Eee oe 12,811, 583 
Denrectavions (Note 3) 5 tee os saa gets ew erga eek face Oras ame ane 1, 637, 909 
‘Taxes. (other than: income taxes)’. <4 .2 dan cows ae amibt wc cee em are 803, 632 
Contribution to Swift & Company. pension trust......5........ +.B. We. ee. « 940, 095.. 
Provision for doubtiul accounts, nets; cies Joe sea eee § ce oe eee ee (3,210) 
——————— 201,710,877 
Netancoime before Income: taxes... 45 6sviates moped i oa ne od ore ny ont $ 1,462,887 
Pederaline@ome- taxes io. 26 oi k Gao en fe Seine ee ao oan aioe e olen 665 eee $ 736, 000 
Provincial Ineome taxes «3. bsg deta wos @ see ee na Be «she's Us ee 83, 000 
819,000 
ING GcINCOMIE se oes erie ci winks asi ee ees Ss Se Cr Ea Ce enn $ 643, 887 
Special items: 
Gain‘on disposal of fixed assets ia) o.... Guages ce: = se teeye re e ee $ 196, 797 
Less additional income taxes and interest paid in respect of re-assessment of 
PELOI. VATS. CAROR Garey cae fats ak Lie cee ck ahves ae tila ee kh ee ee en oe 162,794 
——_—_—__—— 34, 003 
Net income and special items (net) transferred to accumulated earnings..... $ 677,890 
Accumulated eamimes, October. 2/7, 19620... .,.<. 45s naee aceasta 15,029, 109 
Accumulated earnings: October 261903 ....0. << « asda ene es Seen ee $ 15,706,999 


(See notes to financial statements) 
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STATEMENT 3 
SWIFT CANADIAN CO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED OCTOBER 26, 1963 


1. Basis of valuing inventories 


Cost of the inventory of ingredients and supplies has been determined on a 
first-in first-out basis. 


Cost of the inventory of products has been determined on a modified last-in 
first-out basis. Under the company’s method, cost is first computed on a first-in 
first-out basis and this figure is reduced by reference to the increase in inventory 
prices of a basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) Since the 
amount of such reduction would not be deductible for income tax purposes it is 
reduced by the current effective rate of income tax (approximately 51 per cent) 
and the reduction is accordingly 49 per cent of the price increase computed in 
this manner. 


2. Inter-company profits and losses 


The amount of inter-company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) is 
neither determinable nor significant. 


3. Depreciation, depletion, obsolescence and amortization 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year (except depreciation on leasehold interest which is calculated on the 
gross book value) at the following rates (with minor exceptions): 


RTA LGUNAe Sic SOME cag 5s ssa es abe $8 6 ero 5% 
RCIA ger Lt cs) ps lie Mae te tae A 20 
Ofiicesturniture’and fixtures: ....>... 20 
ORIGPSMPOnINGTY. 6 ieG 2 ok se Pe 20 
Delivery equipment ........ 5) See 30 
@easenold interest@e. |... . . lke os oes 10 


(b) The cost of a fixed asset disposed of is eliminated from the asset account 
and the difference between the cost and proceeds of disposal is charged to 
accumulated depreciation except to the extent that such proceeds exceed the 
original cost of the asset (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date). Any excess of the proceeds of disposal 
over original cost (or the depreciated cost at October 30, 1948 of an asset 
acquired previously thereto) is credited to profit and loss. 


(c) No intangible assets are recorded in the books of the company. 


(d) Maintenance, repairs and renewals are charged against operations at 
the time that expenditures are incurred. 
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STATEMENT 2 


SWIFT CANADIAN CO., LIMITED 


STATEMENT OF INCOME AND ACCUMULATED EARNINGS 
for the fiscal year (53 weeks) ended October 31, 1964 


Sales, including Service TEVenUEGS: «..cccc0 ox swt s hence eee nes oe «gee cS ein mitage $215,361, 653 
Interest received less interest paid iii. \< 5 we gos «woe clam cs oe ee 15,870 
Profit:on exchange, «2.8.2 6. vs se meee oe Se ele sk se EPs 00s ee te ee 15, 655 
215,393,178 
Less: 
Cost of sales and services including cost of raw materials and processing 
supplies but excluding the charges set out below (notes 1 and 2)........ $194, 483,879 
Selling and administrative expenses: ....... i022 ssh 55». oe een - Oe Oe ae 13,540,185 
Depreciation (note's).. ic .6. steer ceases bate ance se Jeske apenas 1,718, 443 
Taxes (other thal Iicome taxes). 2.5. sia <> oe nb es ce ons Pe ae 914,701 
Contribution to Swift &:Company pension trust:............mem.. ah oe oes 1,003 , 367 
Provision ior doubtiulaecountssnetawen et ene ee aera eae 28, 248 
—_——————-_ 211, 688, 823 
Net Income betore Income taxes. 2:4 Jccay sucka sos aetna ae ee eee 3,704,355 
Peaeral MCOMEAAKES . 25 Sass ba vipa Pe ae coed Meese BL Pewee ne cee ee 1,583,000 
PEOVINEIAL INCOME TAXES [5 cs «aids e als bo cee oe Re Tha eve ae Ce se 209, 000 
—_——_——_—— 1,792,000 
IN GRAN COPNG 0 Chie inu die cies eb eee uate cag eco SMRAE EERE Ce RIEL x Sesh me a 1,912,355 
Special items: 
Gain on disposal of fixed ass6ts.. .. w.e oes ls Sea ores wis Oe ae 0 oe 1,846 
Less additional income taxes and interest paid in respect of re-assessment 
Ol prior yeasts’ Faxes <2 4.0 ees ae ae «© Se ca oe 1,905 
her ease (59) 
Net income and special items (net) transferred to accumulated earnings... 1,912,296 
Accumulsted eCarnines, Oectober26, 1968.2. 2) aces. cant swovatcel uss seh een 15, 706, 999 
Aceumulated earnings; October 3) L964. ......ds an ae mes ves checks eee $ 17,619,295 


(See notes to financial statements) 
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SWIFT CANADIAN CoO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED OCTOBER 31, 1964 


1. Basis of valuing inventories 


Cost of the inventory of ingredients and supplies has been determined on a 
first-in first-out basis. 


Cost of the inventory of products has been determined on a modified last-in 
first-out basis. Under the company’s method, cost is first computed on a first-in 
first-out basis and this figure is reduced by reference to the increase in inventory 
prices of a basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) Since the 
amount of such reduction would not be deductible for income tax purposes it is 
reduced by the current effective rate of income tax (approximately 51 per cent) 
and the reduction is accordingly 49 per cent of the price increase computed in 
this manner. 


2. Inter-company profits and losses 


The amount of inter- -company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) is 
neither determinable nor significant. 


3. Depreciation, depletion, obsolescence and amortization 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year at the following rates (with minor exceptions): 


Buildings .. | tee. de ee i. 5% 
DLACTIINCTY: \\, Beigua. tes» tthe Ree eens 20 
Office furniture and fixtures .......... 20 
Omiceemachinery? | 2213... 8.305 28.5 3p. 20 
Delivery equipment... a. 4 .ov..)da ie Soke 30 


(b) The cost of a fixed asset disposed of is eliminated from the asset account 
and the difference between the cost and proceeds of disposal is charged to 
accumulated depreciation except to the extent that such proceeds exceed the 
original cost of the asset (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date). Any excess of the proceeds of disposal 
Over original cost (or the depreciated cost at October 30, 1948 of an asset 
acquired previously thereto) is credited to profit and loss. 


(c) No intangible assets are recorded in the books of the company. 


(d) Maintenance, repairs and renewals are charged against operations at the 
time that expenditures are incurred. 
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STATEMENT 2 
SWIFT CANADIAN CoO., LIMITED 
SraTEMENT OF INCOME AND ACCUMULATED EARNINGS 


For the Fiscal Year (52 weeks) ended October 30, 1965 
(with comparative figures for the 53 week period ended October 31, 1964) 


1965 1964 
Sales, including service revenues. 2. Beeson cesses - ehe ks rem neok ees ene $235,139,121 $215,361, 653 
Interest received less interest paid= ic... cecss-s ea des Se has ape cat ee eae 76,918 15,870 
Profit on-exchangee: 2). 275.03. eis Se er a Be ee Bee aa ee 8,625 15, 655 
235,224,664 215,393,178 
Less: : ; 
Cost of sales and services including cost of raw materials and processing 
supplies but excluding the charges set out below (notes 1 and 3)........ 213,185,623 194,483,879 
Selling and.administratie expenses. sess sce. 2 pas oe tie ee gee 13,896, 068 13,540,185 
Depreciation (note 4) pce eee eer eee a eee eee olen eon 1,814, 548 1,718, 443 
Taxes (other than ncomextaxes ra. eat steels © epee eae rca coe ae 934,811 914,701 
Contributions to: pension UEnsts (iGte 0) a sk<5 ces Ae oe eee eae 1, 256,341 1,003 , 367 
Provision ion doubiiul accounts neuseeeee este ee eet ee ee eee 42,230 28 , 248 
231,129,621 211,688,823 
Net, income: beforeincome: taxes; ...44% fee ne a. hss. 6 cea te 4,095,043 8,704,355 
Hederal income taxes, . 05. 0:cs ies soe ee Ok a Sb te Ec LL 2,100,000 1,583,000 
Provincial income. taxes... «29's at aha See te condi A i eS ee 236,000 209,000 
2,336,000 1,792,000 
IN GG WOOO is vig vo ies bas abr vo eas ts ck eo a es es oo 1,759,043 1,912,355 
Special items: 
Gain on disposalof fixed asseta: x2 ese oe | cea be ee ne no oe ee 3,994 1,846 
Income taxes and interest recoverable (paid) in respect of re-assessment 
of prior years’ taxes. Jos 6.ck te hs ec cee 168,571 (1,905) 
172,565 (59) 
Net income and special items (net) transferred to accumulated earnings... 1,931, 608 1,912,296 
Accumulated earnings, beginning of years. fa.6.... iss eee. 1 bs deh. css eh. ced 17,619, 295 15,706,999 © 
Accumulated earnings, end ol year. 2. sede e.s ><. asaex5 ss aise dese ee $ 19,550,903 $ 17,619,295 


(See notes to financial statements) 
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SWIFT CANADIAN CO., LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED OCTOBER 30, 1965 


1. Basis of valuing inventories 


(a) Inventory of products: 


Cost determined on a modified last-in first-out basis. Under the 
company’s method, cost is first computed on a first-in first-out basis and 
this figure is reduced by reference to the increase in inventory prices of a 
basic quantity of inventory since the end of a base period. (For most 
products the base period is the four fiscal years 1936 to 1939 inclusive.) 
Since the amount of such reduction would not be deductible for income 
tax purposes it is reduced by the current effective rate of income tax 
(approximately 51%) and the reduction is accordingly 49% of the price 
increase computed in this manner. 


Market determined on the basis of net realizable value. 


(b) Inventory of ingredients and supplies: 


Cost determined on a first-in first-out basis. 
Market determined on the basis of replacement cost. 


2. Potash mining venture 


The company has entered into agreements to participate in the bringing into 
production, and the subsequent operation, of a potash mine in Saskatchewan. 
Under these agreements it became a cotenant of the premises and shares propor- 
tionately in the common operations and other rights and obligations. It is 
committed to spend approximately $16,000,000 (of which $1,583,000 had been 
spent to October 30, 1965 and is included in the balance sheet under fixed assets) 
as its share of the cost of bringing the mine into production. The company has 
arranged long-term financing aggregating U.S. $15,000,000 to finance its obliga- 
tions under these agreements. At October 30, 1965 the company owed U.S. 
$1,750,000 on a note payable on December 30, 1965 or such earlier date as the 
financing referred to above is completed. 


3. Inter-company profits and losses 


The amount of inter-company profit or loss included in the statement of 
income and accumulated earnings (and in the opening and closing inventories) 
is neither determinable nor significant. 


4. Depreciation, depletion, obsolescence and amortization 


(a) Depreciation is calculated on the net book value of the assets at the end 
of the year at the following rates (with minor exceptions): 


TSUN oe: Se aa irda OE as, 0%: ove pats came 5% 
WAGhinery sc: Bie nade os 5 io sy a's Bee gale 20 
Office furniture and fixtures .......... 20 
Offidermachinery, Bo)... Biss cece ee 20 
Delwwery “CqQuIDnIONT «stn. +o. 0 hs eee 30 


(b) The cost of a fixed asset disposed of is eliminated from the asset account 
and any excess of cost (or the depreciated cost at October 30, 1948 if the asset 
had been acquired prior to that date) over proceeds of disposal is charged to 
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accumulated depreciation. Any excess of the proceeds of disposal over original 
cost (or the depreciated cost at October 30, 1948 of an asset acquired prior 
thereto) is credited to profit and loss. 


(c) No intangible assets are recorded in the books of the company. 


(d) Maintenance, repairs and renewals are charged against operations at the 
time that expenditures are incurred. 


5. Pension funds 


As at December 31, 1964 the company established noncontributory pension 
plans which are embodied in irrevocable pension trusts. Prior to this date all 
eligible employees of the company participated in the parent company’s pension 
trust. Former employees of the company who are retired and receiving pensions 
or the members of their families eligible to receive pensions under the parent 
company’s pension trust on December 30, 1964, are eligible for pensions uder the 
Swift Canadian Co., Limited pension plans. As at December 30, 1964 the portion 
of the parent company’s pension trust fund then held in Canada on behalf of 
Swift Canadian Co., Limited employees (including retired employees or mem- 
bers of their families) was actuarially determined and transferred to the trustee 
under the Swift Canadian Co., Limited pension trusts. 

As at December 31, 1964 actuarial valuations of the plans indicated deficits 
totalling $2,355,103, which will be amortized over a period of 25 years. The 
company’s pension contributions for the fiscal year ended October 30, 1965 
totalled $1,256,341 of which $154,765 was in respect of past service. 


6. Remuneration of directors 


The expenses for the year include salaries of $110,306 (1964—$98,729) paid 
to employees of the company who are also directors of the company. 


1457 


CONSUMER CREDIT 


‘so[drourid Suryunoooe paydaooe AT[BIOUSS YJIM OOUBPIODDV UT SaInjIpuedxe peyIssevy]o 
OAVY OYM OF) P UOPLOYF) ‘UOSYIVIH ‘sunoxX iny}ry Aq posn 4ey4 OF JUSTEJIP JEYMOULOS SI SainjIpuedxe jo UOTPBOYISSKIO S, AuUBdUIOD oY} Sesodind 


VATPVIVAUIOD SSOUISNG JOY “SjUBJUNODOW peloyVyD “OD 32 uopsio0y ‘uosyIKTD ‘suno 


A anyyty Aq poredeid eutosuy Jo yueuIeyeyg poyIpNy oy} YIM 


“9961 “8 “AON jo Jotuq s,AuvduloD oy Ul pepnpour sea yorum ‘ g,, ‘ddy suledeid UI psSN SIBT[OP BY} B[loUOdeI 07 SBAIGS JUBUIG}CYS BAOGR OYJ, 


Lid ge ee 
$S0 rg I ON ee Wr ee a Pe a ee osuvyoxy uo yyoIg 
SS BEC pa SJOSSY Pox jo [esodsiq uo urey 
CH6 ‘6LI G ‘ ere ‘Te 6 cae cee Sete he i fe eyané lee L6ne (e0. <0" 66" euloouy 4S0109UT 
¥S0 ‘a7 Cer ta et te at te et beta oe et ae ee er ce en a osuvyoxy uo VYOLg 962 ‘S08 ‘T O temo heer ete wie teenies) \s.6 Sle fel wie el) pie WoIg Sur}e1odg 
pee Ore SJOSSV Pex Jo Jesodstq uo urexr) YOLT 
ere ‘ Te Cee Snie MyIw, BY Onc 4) 6) Le ee. 10 ce, le? Sy ee be él en's laine aes we euloOoUyT 4so10quy 
962 ‘G08 ‘T wa sp peei al, il 9) aJs9)<S), @ Neh =V ilo Wel cel" 6) 50 wile ssire) we¥seie._o) aie qWo1g Sulyer1edg 6° 962 ‘S08 ‘T ite) ca! Farber ia teu e) {eta che: Jo Ne tal ee fe ere Nal "e Ja os Ma ow Wine Werte Paella SUOT}R10d GQ uo yyoig 
una X sof aUoouy 7aN —————__ — 
<7 GLI ‘ZLL ‘881 
T¥L °SZ0'§ ———— 
—s 1vL SZ0‘S 
218 ‘60Z PRs ahere® oh ee Vetwve tee a ate has oat ate haere TY 2 Pept ys SOxe ], guLOOUT [BIOUTAOIg me BS 4 
867 ‘210 ‘'S @ Ke Malate LeineWeteme welieue faxes cehateyetalal ai eHe eb ey et ernie sate days ucts SOX® J, oUlOoUT [e1epe iT 9°T TPZ ‘SZ0‘S Ss See Natio he te ae te tsa™ a hee eet ate Me Sere Sea aihe SoxB], 10410 pure ewoOvUy 
TLE ‘862 ease WTOC MBA ARE <4. 61 caliG Up). o elt a.m lela Na a1 0 em eone aces (euLOoUT uvyy 18440) SOX@ J, PEP ‘OFL ‘CST 
PEV 9FL SST — 
; QP 022 ‘089 ‘6 ww, Tete: Fe! Velie: Ne eee Sa- (a) (e.0) tee Pete: Nee Te Me Me te. Te We Oe oS ORL AS. 6 ae sesuodx iy I0q41O 
G20 ‘62 OP eMat Ce he Oa 6 eve a Mamata Una weet et Bem guel sn ha 49 NT *SyDOV TnyAqnoqd IO} “AOIG at E61 987 ‘8 eee vee eee gk 16 Oe ee ee ea te Pe te ee ae S -ee te 2 oO Palen ere. ee sorddng 
CEE OS Ba i a Ta a iu eh eae a aaa SJSN1 J, UOISUGG OF UOTINGIIJUO, LCI ‘Oop ‘eoRGG CoC syyousg ,seoAO[duUIY pue selie[eg ‘sone M 
0g¢ é 192 a | B. Cene Mae Ce vie Kaha. Ke We e716 Tee, fk) Me 66 we he Wa: ce 9 Tey ha Wie oe: eure i Ripianeraner ser tay « Yewetuee eRe uoTyeroe1deq] l Ven co) ‘C96 ‘CPL eo te aie tg eyes te, Haste Ye tele: Pivle, te: le. teve S]BIIOYS JL MOY pure YOOISOATT 
£98 ‘996 ‘ IL Ske Fehe Hote COKE Or he Mele le ae a a he a eee eee eee ae sosusdxy ‘Ulu pYy pue SUTTISG 
96 ‘866 ‘OLT Kani teat wine noes op talaletrera Manin tees elie We wuld Tehahents 18 i-@ Lanett anae airless ae "090 ‘Soleg jo 4sog 
ee TL‘ L29 ‘061 
TLP LLS O61 —_——— 
2 See 6°3 IZ ‘118 ‘¢ Wie Meise He, te Ye Tee te: 1o, Tol Me F6: Sa) fa, alte) Me) te. celta: te Jus tw Ae, To fe Peele, forte: Wee Ue te eee JYSIOI 
IL ‘22S O6T on 0 ig <5 Fe valieha ht ele ehee he aie: 2¢3 oe ONUeADY QdTAIOR ‘JOU SOTBS 0°00L G6 ‘88E ‘96T ee ae eee SOTVG [BIO T, 
soley JON 
$ % $ 
OODRPOOAV «,, Ady 
Aq poredoig 0} OATPRTOY 
euLoOdUT Jo UOTPVULLOJUT 
JUST }EIS [eroueUl yy 
HWOONT dO INAWALVLE “OF) 9 NOGHOYS) ‘NOSMUVID ‘ONNOX UAHLUY HIM «G@,, XIGNGddV dO NOSIUVAWOD 
JT govVd 0961 “62 UMAOLOO ONIGNGA UVAA IVOSIA—-GULINIT ‘OO NVIGVNVO LAIMS I] XlaqNadary 


C¥6 ‘6LI *S 


JOINT COMMITTEE 


1458 


® uopsor) ‘UOSYIVIO 4 


‘se[droutid Suryunoooe poydeooe AT[Bisues YAM 9oUBpP1ODO" UT SeInqtpuedxe peYtssepo eAvy OYM “OX H uopsloyy ‘uUOSHFAvI[H ‘sunoz AnyLy 
Aq posn 7VY} 0} JUOITFIP JEYMOUIOS ST SoinyIpusdxe Jo UOT}BOyISSLTO S AuBdUIOD oy} sesodind 9Aryeiedwi0d SsouIsng 10.f ‘SjuBjUNODDW peleyVYyH ‘0D 


BuNOX anywy Sq parwdesd ouLodUT Jo WWow9}VIg porpNY oy} YITA ‘996T ‘8 “AON Jo Jorg & AuvduI0D oy} Ur pepnyout sea yoryM 


‘ G@, ‘ddy Sutiedeid ut pesn sre][op oy} eplouodel 07 SaAIsS JUSTIO}EYS BAOG sy *,.q,, “Ady joluq ul uMoyYs jVYyz UOT} T* Jo esuBvyo SoyworpuUy, 


996 ‘6S2, 


a 996 ‘6&2 
FOP ‘LZ Wiehe) AS, 6) (ance) (0) 60 .w) Lewin) \oo.eme ‘et Raghr (si ehim Lelie 6 esuVByoxy uo qyolg POF ‘LS CIE eer CMM TeN ron iar sy OMT APN) osuByoxy uo yo1g 
Onis 6 hae 2S. S}essV Pox jo [esodstq uo ureL) Oe hoe ae S}essV Pox Jo [esodstq] uo ure’r) 
Z0G ‘97 pimiat o° We) 9 BLO) \s Wile © OMe: W\'s\ a Dlisiis.e) eile) 6») ee o- ‘euo0oUy 4so.10quy ZOS ‘97 Repay ¢ ecie eae Cenelivialle: ee) e eo ‘guooUT 4so1ojUuy 
029 ‘Z89 o ee 6 & 6 SES 6) nes B59 OS 0o & S ¢ Alle. 6 @ 0 0-0 856 yOolg Sul}e10dGQ 029 ‘389 w eee We wl ele Rie ee tee BR ee *** ENOL. BulzyeVsleda, 
ina X sof awoouy 7a NT WoL 
¢ . 019 *G89 ai te) Sine OO ane -e by. hoe a. LOL © ae Bl One Oe 8) BOLLS suoryeiledg uo 4yOlg 
GLI ‘STZ ‘SST 
906 ‘8¢2‘T 906 ‘8¢2 ‘T 
000 ‘OOL oe. whe 6 @ 8) 0) 6) 0) eile) b wets 8.0.6 © 6 ©. 6 6) 6 Sle 0 0 9) 8 0g a ie SOx® J, euULOOUT [BIouTAOI 6 « 906 *8G), a e 6 wae 6 San ee 6 ee, «le 6G ae 6 4:8 me SOxB |, Iay1O pue QULOOUT 
000 ‘S68 rele be 6 eek El emens. sbile SFR! @).0.:6) 01.8) © Wale S110) 6 SLeL eye? es ea SOXB T, eulOoUT [e1epeaq 692 ‘$GPh ‘OST 
906 “eQ), } bee << se pauls, SEDO NONS Cer. GA) (0) a 8 (CUSie Lene 6) a08. Sip se 6 (ewoouyT ueyy I9y40) SOX® [, 
69% ‘EGP ‘OQT 0 EG 999 “186 ‘6 S16 eee ce Ba ce) es ea ae er ee 6 ee 6. e) 6 Sate, ule ve oe ewe ee Ob sosuodxiy] IayWO 
0'F ECP ‘GO) aE: E'e*al ara 8 Ca ee 8 ale en hs Whe 6d ele! © ee wee eee ee, - 6 6 Pe eee serjddng 
GG (oe 6, 4 cee 8) 16 ‘Olle! © Oo 0. (6/0 es) ee! ble D6 00,0 6. ah 67 o JON “$100V Tnyyqnogd IO} “AOIT G Gill 018 OZ) Bez cee 8 + 80 8 me a syIpeusg soaAo[dury pue SOLIB[VS ‘Sant M 
116 ‘006 Pe NO nat ee ee ley Wes Pees a oat ee ee a a ee et iY SYSNL J, uoIsueg 04 UOIJNqII4yUWOT) 9 FL 08% ‘$30 ‘GEL eae Che. Cae Me De) Cea. Ce ne (8.8. Ss S[VIIOYV JY MBY pues YOOSOATT 
LEG OLL‘T e Uiw, Se eo Siete Ue Ue! mie o.261 8. 6 te te) a) we Orcen b> 6) 0) 6 (8 6) © else Bie ey @ a) ee pS) 6 uorl}eII01d9q 
g9e “161 ral & MOS @ @sb. 0. 0) 10.8: 6 800) Le, O0l. 8 6 686) 06a 8 a) ee) Oy. sesuedxiy ‘UU pV pue SUIT[IS 
OFS “ogc ‘ ILI he Cite OR ee ak ee) ON ee} ele) )) OLE &, O08 oe we he 6 6.6" ep ea eee. /0).0) ere 079 ‘So[BG jo 4SOr) Crs “G68 ‘ST 
CFS ‘S68 ‘SST 6° xSLP ‘£09 ‘S 6 Ore, (ae te atte! 4) 6L.0 ee. DLLs eeu Kw eee Ee U6 eee) See CS cee eee ZY SiOL 
0°00T £92 ‘667 ‘S61 ‘67106/L0).0 46 bi Wa of ae) Pe halta. = Sw 6150s 6) Seem ere eae © e@erreenee S2[BS [210.L 
CHES ‘G68 *Q8T sralinch 16 bo) abisn wus) a 066 1606S Seen eT DLs 66 el 6 a es 608 15.8 ONUIADIT BOTAIOG ‘jour So[Bg soles JON 
$ % $ 
‘OORPODOAV «d,, “dy 
Aq poiedolg 0} DATIBIOYY 
gULODUT Jo UOTJVULIOJUT 
4UdUI9}BIS [Blouvuly 
GINOONT dO LNANGLVLG ‘OD 2 NOGUOY ‘NOSHUVTD) ‘ONNOX YAHLUY HIIM ..g,, XIGNGdd VY 40 NOSIUVAWOL) 
6 AOVd ‘I96I ‘86 HAAOLOO DNIGNGA UVAA ITVOSIA—-GHLINIT “OO NVIGVNVO LAIMS JJ X1aqNadddy 


1459 


CONSUMER CREDIT 


‘so[droutid Surqunoooe poeydeooe AT[e19ues YIM doUBPIODOB UI SoINyIpuedxe peljIssea 
eAvy OYA "OD ZY UOpsOL) ‘UOSHIVIO ‘sunoX anyyry Aq posn yey} 07 JUSIEYIP JEYMOUIOS St Sainytpuedxe Jo uoTyvoYyIsseO s,AuBdUIOD ey} Sesodind 
eAT}VIBdUIOD SSOUISNd IO] “SJUBZUNODDW paloyVYyH ‘OD ® uopsoxyy ‘uosyIK[O ‘Sunox imyyry Aq poredoid ewoouy Jo yuewae}e9 poypny oud YIM 
‘9961 “8 “AON jo jotuq s,Auvdw0D oY} UI pepnypoul sem yorum *..g,, ‘ddy Ssurredaid ut pesn SIV][OP 94} V[INOUOdII OF SBAIOS JUBUII}EYS BAO OU], 


GOT ‘833 ‘T 


9° 
pele, Vee Che 66 OLE Wie we eS ae ee) ee eee osuUBYyOX uo Wo1g 
CANTY 2s ae gee SJeSSV Poxty Jo [esodsiqy uo ures 
L19 “ie eR ei Ce & w 8) os 1&6) .0 0.6) e wie: © @ 68 eulOoUT 4Se1oqUy 
Zoe JEL T ay ies Mente Tolghe cera: tay ligt tone tes oniem et enteas qyoig Surze10dCQ 
WOLT 
Ge PAOD PN | OL ie. sel 6! Or euienten eM w: (oY 9 ervese: le. Oris; a, et ete ere, 6 Oe ee *SuOTIBIIdC, uo yyoIg 
¥66 ‘O9F ‘00% 
I8T ‘9TT'S 
O'T TST ‘OIL ‘2 ig Sate) a wm on Wet g.R a rey eee ee ea **SOxB TL, I3q10 pus suIOOUT 
SPL ‘PPE ‘S61 
8 ‘P ZE9 *Q06 ‘6 CN eh De CM oR ta Ct UN St St ey NY OR Ee oF ee ie Ae ee er ee Ot ta ec te sosuodxi I3y1O 
g°e Len ‘8h0 *Q Oa 16 [6 0) ars) w leuip rin ig) ee 10. Jo fe je) ©) 6) 6: © Jb) @ 16, us) (@uiel a. e) we: 6 1a "al ve) eer eene soetjddng 
OFSI 1OS0sPSOnPeaee* ‘s}yousg soofodua pus soreyeg ‘sede, 
0°e2 FCG ‘229 ‘CCT SOAS REL, Oe ANAT AERC RC IS s[BI1078 J MBI pue Y00}SOAT'T 
91 ‘86S ‘10% 
8°Z% T80 ‘FE2‘S eo oe Tea ¢ « 0 sia se ee eee im) ene © & We 6 6 8 ee oe SC DS ae BS 6 ee VYSIOL 
0‘00T LES ‘ZEE‘10Z ai eeitge a kcemaute tal coh ein) ie ema e'h eho rievieUeiiee SIRI emeererne SiS A eer 1840], 
So[BQ JON 
% $ 
«d,, “dy 
0} OAT}BIOY 
UOT} BUILOFUT 
eroueury 


GNOONT JO LNEWGLVLG ‘OF) Y NOGUOD ‘NOSUUVID ‘ONNOX YAHLAY HLIM ,.g,, XIGNGddy dO NOSTUVaWOD 


COT ‘82e ‘T 
Piece ere ee ee eee eee eevee ee see ese eees esuByoxy uo VOLT 
PO sOr te NL eS TREY Ts S}OSSY Poxty Jo [esodsiq uo ures 
LI9 Zc i auULOdUT 4So10q Uy 
ZOO * ICT “Ty Metal) (ese myON(e) ouwi'e) a1'0) eNotes) volver wig elle) el aplalMeRlel ca yWolg Surye1edO 
una X of auoouy 1a 
IST ‘9TI 
816 Sen ee er wie, alae) elle e (0,8) ek Ths oe) 2.6 \a)s, ‘a: /s: fells 0] Siege eceice SOX® J, euLooUyT [BIOUTAOIg 
CTE -GGi ‘| Si (le: (1) “@: fe: fate) ote! yale) we we ee 88) 6 SO 6) oe Ske) CMGO © o.0,¥0 SOX’ J, ouLooUy [B19po,7 
882 ‘9Z8 sisiisitpilenalial '<\'0\ fel s),s\iv)im a! cella) <alin) (6) wl epiaiteal'e)(e\ 9) e110 Ke (awO0UT uey} 19410) Soxe |, 
ShL ‘PPE ‘861 
696 ‘62 Onisisel al aie) © ulelteln el liste! (oo ait uitvajial-ieihehisifal Waiter nubs ane JON “sq00V Inyqnoq IOJ “AOLG 
OSF ‘CZ6 Wisecie/ phat wen nde swish 0) ial ialsarre! Mele) Cale] tele: einelites 60. Sysn1 J, uorlsueg 0} uOoTINGII4U0D 
068 ‘OF9 ‘T Cue. wat wie lw lee ret mnie. ee fe bie) 616. el (en a) oe alters) erect <i « enete inem tens, soja UuOlzBINVIdEq 
629 ‘O19 vA a), ele) ©. s) 6. Oe. ai helm 2) S66 8 CEE “oO UN pe fel esuodxiy ‘uUIULpY pues SUIT[IG 
GIS ear ‘egy Sle OT Ae! 9) Be ie le le @\ i's) el sy ws) (Ul e) e \¥/08) eT (elle Kel is)sicel ete’ (6) e. @] ¢! otis ee 8'e 9490 ‘SO[BO jo 4sog 
916 ‘86S ‘10% 
912 ‘86S ‘ 10Z San de we Meweusy a. 8 Se Havis, eR eels 0 6 Ow One 4 cee S enueAdy BOIAIOG ‘Our seTeg 
$ 
DOFOOAYV 
Aq poredalg 
ewooduy jo 
qJUSUL99BIC 
§ HOV” 


6961 ‘46 UAMOLOO ONIGNA UVAA TVOSIA—-CALINIT “OO NVIGVNVO LAIMS 


I] XIlqNaday 


JOINT COMMITTEE 


1460 


‘sopdroutad Suryunoooe poydesow AT[eiaues YILM ooUBp10908 Ut SainyIpuedxe PeljIssepo AVY OYAI “OD 3 UOpIOF) ‘UOSHIRIO ‘Suno ZX 
nyyty Aq posn VY} OF JUSIOP Ip FVYMOULOS SI Sainjipuedxe Jo UOTPBOYTSsepO s, Auvdwioy/ oy Sesodind eATyeIedUIOd SSauISN OW ‘SyUBJUNODDY posieJVyH 
“OD ® UOpIOr ‘UOSyIRTH ‘sunoX anyyry Aq poivdesd sULOUT JO JUSTO}vYS ps}IpNV oy} GPM ‘9961 ‘8 “AON Jo Joruq S,Auvduoy 84 Ul pepnypouUr sv 
yor ‘..g,, ddy sutedeid ur pesn siv]jOp 94 e[louo00aI OF SOATOS JUSUI9}VYS BACK” OUT .. As, ‘ddy jJotiq Ul UMOYS Jey} WIOJ] [* Jo osuvyo Soyvorpuy, 


As 9 


689 ‘OT Miapestiercetel ay eters eae Meme et oct ira) Bl esuvyoxy uo yyoig 689 ‘OT Cee fe wir see ne (6, w..8°@ Cee oSuvyoxy uo qWoig 
nL OCT. maw SyassY pexty Jo [wsodstq] uo uler) 161 ‘961 ""7* "sqassy pox jo [esodstqy] uo uley) 
LPL ‘92 Wea a Ware oe aie See er aKa ins. ivr ro) ia we oe “euULODUT 4S010J UT LPL ‘92 EG s aly wee we ete elm w ie em) we let wae oulodUyT 4so1oquy 
1G9 ‘GEP 5), alee 5e 5 ASR ERS AS Ys eae wey ehOley Suryvsledg, 169 ‘CEP Se PS ete Phe leh Sem WO ew © Fe yoig Suryevi0d¢G, 
ipa K sof auroouy ya N WOLI 
OCF ‘Ggy a Z . 1¢9 ‘cop Sie) =o pwiieg e, Giraiia, kW Sy hood SS) wel ee eR eee ca ees eae suorze10d¢G uo qyoIg 
F6L ‘Z9T srter ssc sss see XK LOM JSO1e}Uy WY XBy, euroouy [VuolpIppV 1L9 ‘G69 ‘ZO0Z 
000 “eg et a re rt TC ae el ee ce SI Pees “SOXB T, SsuLoouy [BIoUrAOIg ——————E—— 
000 ‘982 feb "as ae atelia! 6) slike Ge 6 ole 8 ae a wine tere 6 ON el aie ie cee = ae SOXB J, euloouy [ele po 7 OCP ‘S8L‘T 
E9 “e908 San se ora Vate wel woe bh Dea w) Wl Se € « s: .© eR eee. (ouUIODUT ueyy 19410) SOx’ T, == an | es 
CHS ‘L06 ‘00 
——— CFS ‘106 ‘00 
(O1Z ‘&) Dee Weel We a) Le bead ee A el eee ay) 6B ee A VON “Syo0V jnyAqnod JO} “AOI 
G60 ‘OFG S) vice (Se 8 Oia Le 8 16) a ee m8) ete 8 See. “6. Se SSN, uoIsUe | ron) UOTINGII4UO?) 9 f x £66 ‘Oc, 6 s © 0 eG em © 6 Oe Le Ole OMe 0.0 "oe ent a e @ Cts STs Ce wee v sosuedxiy I3q41O 
606 ‘229 ‘T re? a a tial Ariba. e Oe else ae Oe bl ee fa) 6 aw Core eee wow, a oe oma e ee See 1G uorzpe1neido qd 0'F OST ‘OIP ‘8 oe lhe 8 « 6 e 8 & Oe 6 2 6 8 6 Se & Sera Ss £6 Be 508 er & epee setjddng 
€8G ‘TIS ‘eT ie aum ates thee as Se 76m a) ae we, ole felig meer el am sosuodxiyf ‘UIUI pV pue SUITES 0 all 9Fe ‘ 1€0 Gz 6 wn) ere, wee ie syyousg sooA0[du pue SOTIVTVS ‘SODB AA 
ae oe eine ON Oe ES] OR Ogee) Q°G) OOF ‘GEO ‘LET Trrrssseseressses sss STeTIO eT MBY Pus YOO}SOALT 
8ZE ‘SSI ‘SOS SSS 
ngs Berra 8ZE ‘SST ‘80S 
Sze *QZI “0% in aitial a dis: «0 & WOR 6 2.8) b 0. ese! 4, wate. 6) Be a) @ OnusADY BODIAIOG *joul SOTBS eS eee 
r'S °F0 ‘618 '‘F Wika) ahteite, sich ® re, 0 bh, WUehie Ss 0! GS ey we. ow Oe) ame 2 0 enn ee IT 
g 0° 00T TZ ‘200 ‘802 atte, chat 6 6 © 8 0 0 & * 0 © « Rees bia 0 Cues se Syesye: » toe SO BS 210. L 
—$_$_—_— SAIVG LAN 
“OOP, ODOAV % $ 
Aq pesredoig : 
ewloouy jo «<G,, Ady 04 sarqeypoy 
JuouleyeyG UOTJVULLOJUT [BIOUBUT 
GNOONT dO INDUGLVLG ‘OD FY NOGUOCY ‘NOSUUVI/) ‘ONOOX YAHLUY HIIM ,,g,, XIGNGddy 4O NOSIUVdNOs) 
py IOVd "C061 ‘92 HAAOLOO ONIGNG UVAA 'TVOSIA—CAaLINII “OO NVIGVNVO LHAIMS J] X10Naddy 


1461 


CONSUMER CREDIT 


962 ‘G16 ‘T 


909 802‘ 


Waste = 


GGL ‘PLL ‘OI 


bP ‘SIL ‘IT e196. 67 8 
Gat _OFG ST = °°" 
618 ‘S8h‘F6T °°" 


899 ‘19E ‘SIZ 


$99 “T9E "SIZ “°° 


$ 


‘OD®PDOAV 
Aq poredeaig 


euUIOdUT Jo 
quoure7e}g 


G IDVg 


‘Se[droulid SuTyuNoVoe peydedoe Al[eseues YIM sdUBp1ODON UI SoIN4IpUedxe peyisseyo 
sABY OYM “OC Y UOpIOYy ‘uCsyAv[H ‘sunoX inyyry Aq pesn yeyy 07 JUSIOyIp PEyMOUWIOS St SeinjiIpusdxe JO UOTVOYISsejo S Auvdulog oy4 sesodind 
sATIVIVdULOD SSUISNG 1OJ “SJUBJUNODDW peieyIVYyO ‘0D ® uopsioy ‘ucsyiviD ‘sunoz inyyy Aq poredeid esuLoouy JO JUeUTEJVIG poyIpNy oy} YPM 
‘996T ‘8 “AON jo Joluq S,AuvduroD oy} UI pepnjour sem yorys ‘..g,, ‘ddy sutredoid ut pesn sivpjop ayy erowooes 04 SaAdos JUSWI9}BIS BAOGB OUT, 


SD awl ie was! «we Se Wwe) aide @) mS! 6) ie. ete) |W ere) ee esUvYy OXY uo yYOIg 
ina Sn ae Sa SJOSSY Pex JO [wsodsiq, uo ules 
aes Pe as al re ne Se QUIODUT 480.1040] 


Se) aed. Bae SS e ol piliee) wie «pom bial hice ih ian e.-o etal qyoig SUT}VIOdG, 
iva X sof awuoouy 7aN 


Raieuca ue apeetio" fel ew: ce' cel ee (ea) ‘etal ve eal". euce end Sree a SOxe ], euooUyT [e198 poy 
eee 8 Re EO, eC We we Ceke ON Geme le ee (ewooUuyT usyy 19440) SOXB YT, 


RRCoMp ie te le eid ig) (OL laieliet 8 le) ce rear e fattie, v0 JON “sq00V TnNqnoq IO} “AOI 
ete fe ae eS eR ET uotIsueg 04 uoTINGII4UO0,) 
SPany Why, oh Nate m WARD) 95-6 10" falda” ‘eS 040! (ie. ema) 670) (hee) 6, Se 6 [e) (Oo a 1. Wace ce Lone. uoT}BIveIde CT 
eo ier nee) wl ie) teh len (Sptal AB) me et Owe meee ie Oak at sosucdx iy “Ul py pue SUTT[SS 


C8 wide. cepa) 6) a) wie tel “ai gil, nee, @) eM emeliels: <a: 6) 0) 6.,s ats, Ip i/@ 8 aie 0490 ‘Sole jo 4sor 


Dec Tea in, eats in bere NOME wl ape tag hs Stats ot ONUIASY VIOLAIOG *[OUI soTVg 


foe 
GG9 ‘GT 8 6 OG a, ew ena ee Oe, a oe OSUBY OXY uo qyyorg 
CFG ee ee SJOSSW Pox jo [esodstq uo urey 
028 ‘ST WLW (e, Wim he 16) (dia Oe) a iveutes Tere wea veh eelt eulooUy qSo104Uy 
G26 ‘813 ‘T ire 9)'6i fw cota eialWels wi 19) ake tatbenteste wae ali qyolg Dulye10dg 
IYOLT 
6° 626 ‘818 ‘T a. ae ER 6 wa St ES a eS Re coe & eis ae, al ene e rea suolze10dg uo qyolg 
862 ‘C8h'E1G 
909 ‘802 ‘% 
vem | 909 ‘802 ‘Z © Ca 6 oe SW, ek) et Fe eS 8 ee 8) 8 See ee SOX® T, I9yIO pue ewoouy 
GEL ‘PLL OTS 
0'F 020‘260 ‘OL SW Besa ela te OL te we Wee © Sits a Bh eos ale he vets ss -sesmedxny IoyIO 
OF PLE ‘L468 OE he wi fe "9 a Wee! Mirela € ow Boe) Cle, & ie llgisve CO aieeme” © 6! ap & ee lups.0) 3 so1jddng 
eel 166-266 0c sqyyoucsg SseoAo[duly pus sormeleg ‘sose A 
LPL II ‘LLL ‘F9T a0 ,ele WeLleviel Sie Reuven ef) Wise a aad ee wre S[BIIOPV AL MY pue Y00}SOATT 
E99 ‘19€ ‘SIZ 
eeZ O0Z8 ‘SIL ‘S OF SPSS ie 16 6 Sire See tee) See SS \e) elle See a) ee eh. ee eens 
0°O0T ELF ‘OSPF ‘OSS S800 0. @ eee Barts: 6 ee Hie ie w 06 6G @ & & e Brieke oe RE Sa Tes [810.1 
SHIVG LAN 
b &$ 
d,, “Ady 
0} OAIPETOY 
UOTPVULLOJUT 
[etoueul yy 


NOON] dO INGWELVLE “OF 3 NOGAOD ‘NOSHUVID ‘ONNOX AAHLUY HUA ,,g,, XIGNGday 40 NOSTUVaWoD 


‘$961 ‘IE UAMOLOO ONIGNA UVAA TVOSIA-CGLINIT “OO NVIGVNVO LAIMS 


[J XIaNgaay 


JOINT COMMITTEE 


1462 


‘sopdrourid Suryunoooe poydoooe A[[wreues YIM 9oUBpIODO" UT SeIngIpUedxe pefIsselo 
eaey OYM OD ® uopsloy ‘uOSyIRIO ‘BunoX amyyry Aq pasn yey} OF JUoIEZIP JEYMOULOS ST Sainz; Uodxe JO UOTPBOYISSBIO s Auvdui0g oy sesodind 
GATPVAVAUIOD SSoUISNG JOY ‘SJUBJUNODDYW pPelewVYyH ‘°OF) W uopsloy) ‘uosyIe[D ‘sunoX NYyWV Aq poiedeid suloouy jo JUSsuIE4Vyg pozJIpNyY oY} YAM 
‘996T ‘8 ‘AON Jo Joluq S,AuvduloD oy} Ul pepnyout sem yorys ‘..g,, ‘ddy sutedoid ur pesn Siv][Op 94 a[foUoool OF SOAIOS JUSUII}BIS OAOGB OUT, 


809 ‘16 ‘T 


GZ9 ‘9 Bid Le 6. © mw (8) (0.0, ie a He! le. Sy ere TORS wie) whee eis) (a oSUvYOX uo qWo1g 
SGh ae ee aka SJOSSW POX] Jo [esodstTq uo uTeYy 
S16 ‘Q) Bi Hire) 18) (4.9m bee 8) Oye, 6s), 1b) Col Ooo e! 6h e\e) e.)e. 0) nile, oe Oi euLOOUyT 4So10JU] 
110 ‘Z#S‘T paiah ital ‘aigel Tarcee'es (or (0) oie aint 1h ar (el ve) Ae 6) ie] aris gel Sasa (a) BNO qyoig sutye10dO 
ipa X lof awmoouy 7aN 
OFZ ‘ZOI S 

GIGreaig. SIBdK IO ‘Ol Poatoooy 4Se1oJuy pus xe, ouroouy 
000 ‘Oez nie jepier se! ca\re ut (0) ola) WE een eG) ame a6 (wm Beis Letmaial 10 ce ae SOXB euloouy [BIOULAOIg 
000 ‘OOL "6 eye, Tare eke in ohh) (Wf 1e016) Sle 80) 6 Bi er Pe Sea, Ce eee 6 aero s SOX¥ J, ewoouy [elope] 
ILS ‘F286 ais te se Cla Le © W\ay"e Pee e's 8) SB fee. Se Be) 619 e: (su00UT uvyy I9Y4O) SOX® J, 

O18 ‘PET ‘O&Z 
08S ‘SP Arches teh ech GROE Cn Aru Cue eeO eter JON “sq00V7 Inyqnoqg IO} UOISTAOIY 
IPE ‘9SS'T Delos Ree Wp, ereln Ss) lou leuibo isl twist reytwite! ist ibm a) e- SRS qsnL I], uoIsudg 04 uoTyNqLiquoD) 
SFG ‘S18 1 GAw Sine) el el ae be) pele 6.8 © ha We, AR 8, 6.18 Oe Set el eee eee WhO, ow cw eeee ie Were ay eke uolyBIve1d9 (CT 
800 ‘968 ‘ET Ore by © ele) ce, Sb) ie} oe! Bo eS) 6) aye 8 ns) 6 Baw le) We 4 sosuedx i “ul p Vy pues SuT[eG 
£69 “CST "OT? be a be 6,8) GO bard 6.6) een ese 18 Gel weer kp © US .9).o, 0 Lae ee) @ ob) Be 08 Ae, OCR aks) *‘SaTB jo 4SsO07.) 


TZI ‘681 “SEs 
IZ1 ‘EET ‘Coz SA cc CEE GOO) TRERRONO Gy OME CL ERAT ONO LC onUdASY QOTAIOG "Jour so[Be 


$ 


“OOPOOAV 
Aq poivdeid 


euloduy jo 
qUoUE}VIG 


8 809 ‘186 ‘T 


GZ9 *Q id) e380) 68 a we fe (elim, le) wh ari et ese eSUBY OXI uo yWOIg 
FOG. meaarte oo ee Sjessy pexty jo [esodsiq, uo urler 
816 ‘9. cK eC a we ee we Ow © 6 6 6 Oe see oe ‘OULODUT 4so104Uuy 
110 ‘2F8'‘T We fer PO) oO) £18 88 66 6) Bw mw we OO Wold Suryes0dg, 
IY OLT 
S° 120 ‘ZFS ‘T CO are. Wr eC Pe oe en tere Parca ee Tors Sout ec ou fa Vac mee Cat ne et suorye10dg uo qyo1rg 
0G0 ‘168 ‘3 
OFZ ‘COLE 
O18 ‘F6I “0&% 
0'F G6S ‘002 ‘OT iO CRCRCH AR AOR OAC Ce ie Oar) US NTR per ele en Clit, Cen sosuodxi] IYO 
g°s 860 ‘IZ1‘6 Sere, F162 8 ene & ce 0 648 Che Ce ceo ede, oie ee 6 ee ace CAP Lene) 6) 6ee 8 aoe serddng 
G°Th OSG6ROS- Soe sjyoucsg sooAo[duUIy puB SELIBTVY ‘SosvAA 
a CG) LSI ‘Och ‘TST w)’s\ (s) “w) i$) \0) (6 0), 8) rs: wie ewe sid, wel eVieineae ¢ S[RIIO}B IL MBY pue YOOYSOATT 


IZ1 “6ST “G8 


Coz OLP ‘FZ9‘S 68 wl lames e 6b a cee he ecm Oe Tee a Oey Ree ee ee Ne Ree ee Ane JU SOL] 
0° O0T 16E ‘292 ‘OFS PORTH LOM CIO ROC IR Ter ar er ICCC Cnn kt ix ac ecw yt UO eat mes so[Vg 1830,.L 
SHIVG LAN 

% $ 


Pei Sa 
0} SATIBIOY 
UOTICULLOJUT 

[erouvuly 


GNWOONT dO INGNALVLY “OD 2 NOGHOYD ‘NOSHUVID ‘DNNOX YAHLUY HLM .,,, KIGNGddY dO NOSIUVdWOL) 


9 FV ‘C961 ‘OE UHAAOLOO ONIGNGA UVAA IVOSIA—G4ALINIT “OO NVIGVNVO LAIMS 


JI XlaNaady 


CONSUMER CREDIT 1463 


APPENDIX III 


ADVERTISING AND PROMOTION—FOOD PRODUCTS ONLY ALL UNITS 


1962 1963 1964 1965 
VOR ret ree tee a eee ce 1,340, 786 1,141,931 1,060,320 1,304, 407 
wales T TOMO v2 flees ee ee ees 805,850 911,357 1,115,568 991,754 
2,146, 636 2,053, 288 2,175,889 2,296,161 
$ $ $ $ 
PuOwertisin® Cont DET GW bess tet. sexs «mercecersrskin ecb 622 .19 m0, 
Promotion Westpenewtil.. nets. tise. toons Bike anv 219 .16 
Advertising and Promotion Cost per cwt......... .40 39 .38 .38 
Advertising, Cost, per $ Salesittecco. sack ba slees an .007 . 006 .005 .006 
PromotionsCost per Sales ss$ vt. <cnciue valeciadcber «& . 004 . 005 . 006 .005 
Advertising and Promotion Cost per $ Sales...... O11 my ULE .O11 
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APPENDIX IV 


PROFIT DIVIDEND PLAN 


for Advertising and Merchandising Swift Products 


Effective, Jan. 1, 1965 thru December 31, 1965 
For Zones 1 and 2 (Maritimes, Quebec, Ontario except Ft. William) 


To help increase customer sales of Swift’s products on a store-wide basis, 
promotional monies are offered to our customers for this purpose on a propor- 
tionate basis. 


Upon performance of the following conditions, Swift will pay promotional 
allowances as specified on products listed, which are delivered to participating 
stores during the week of the promotion and 2 weeks prior to the promotion. 


To qualify for the allowances, customer is required to advertise and 
promote a minimum of 9 products from 9 different classifications with a mini- 
mum of 4 products from four different classifications in group No. 1 thru 12 and 
a minimum of 4 products from four different classifications in group No. 13 thru 
28. The ninth product may be selected from either group; 


Classi- 
fica- 


tion 


1 


me co 


oO on 


Product 


Allsweet 
Golden Dew 
Gem Marczarine:.oe.. 4 se 


Jewel Shortening 
Swift’ning Shortening....... 


ae OT ee ee ey! ee ie 
Pard Pet Foods (all 


ViaATIOtles isa. asc + 
Etta Cake Morel gnohans occ 


Swift Meats For Babies 
and Meat Dinners......... 


Prers ae ee 


Swift’s Premium Beef & 
(heiinehsy isn autem ae he ake 


Swift’s Premium 13 lb. 
canned hams.) .< eee 


All other Swift’s Premium 
canned meats (shelf lined) 


Swift’s Premium Frozen 
Pies and Candlelight 
lO Lkots (cig: aan in ern ae! oor 


Swift’s Premium Savortite 
ETOGUGUS css chee 


Swift’s Premium Wieners 
OLE PAKS. aie. Lee ec 


Swift’s Premium Sliced 

EDS EGUNL GS Sipe olee ar 
Swift’s Premium Sausage 
Brookfield Sausage 

Swift’s Premium Chubs.. 


Swift’s Premium Brown ’N 
Serve Sausage 


Advertising 
Allowance 
(per lb.) 


30¢ 


3¢ per lb. 


Classi- 
fica- 


tion 


17 


18 


19 


20 


21 


22 


23 


24 


25 


26 
27 
28 


Product 


Swift’s Premium Dry 
Sausdee. . ss sec hun Sees 


Dairy Products (All Swift’s 
Brookfield Consumer 
Packaged dairy products), 
Cheese, eggs and butter . 


All Swift’s Premium Beef 
Specialties (Sliced 
Smoked Beef, Corned 
Beef, Beef Tongue)....... 


Swift’s Premium Sliced 
BacOtintcd ADatees na. ee 


All other Swift’s Premium 
Smoked meat products 
picnics, cottage rolls etc.) 


Swift’s Premium Cry-O- 
Vac S.P. Cottage Rolls... 


All Swift’s Premium 
Poultry including Tender- 
Grown Swift’s Premium 
Chickens, Butterbail 
Swift’s Premium 
Turkeys, Swift’s 
Premium Fowl Capons... 


Swift’s Premium branded 
beef included ProTen 
and (Tjendeted....<... 44 
Swift’s Premium Veal...... 
Swift’s Premium Lamb .... 


Swiit’s Présh Pork...o..-4- 


Advertising 
Allowance 
(per lb.) 


lo) 


iH Rie ole 
ce ome) 


wl- 
ie) 


iH 
© 
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The customer must advertise and promote all nine (or more) Swift items 
during week of the promotion (9 different items from nine different product 
classifications must be advertised). 

All products on which payment shall be made must be prominently dis- 
played in the stores during the week of the promotion. 


Recognizing the importance of the over-all in-store activities connected with 
the store-wide promotion, Swift under this plan will pay an additional ic per 
pound in-store merchandising allowance on all deliveries of Swift’s fresh pork; 
lamb; and veal; smoked meats; T.R.M.; poultry, cheese, butter, and eggs during 
this three week delivery period. An amount at least equal to this allowance 
must be spent for general in-store merchandising of the event and for specifical- 
ly promoting Swift’s products. 


Customer shall send his invoice along with proof of performance covering 
services, advertising and/or displays to our company at the conclusion of the 
promotion accompanied by tear sheets of the ad, copies of hand bills, radio 
and/or television scripts, order guide pages or inserts, whichever applies. 

Customer should not make deductions from payment of company invoices to 
cover payment under this plan. 

This plan is available to all of our customers on the basis of 2 promotions 
per store during the period January I, 1965 thru December 31, 1965. 

The allowances under this plan are in addition to any advertising agreement 
between Swift and the customer in effect on individual products. 

This plan is subject to change by Swift at any time without notice. 
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APPENDIX V 


TOTAL CORPORATE SERVICE CHARGES PAID BY SWIFT CANADIAN CO., 
LIMITED TO SWIFT AND COMPANY 


% of Sales $ 
Swift Canadian 


Fiscal Year U.S. Dollars Canadian Dollars Co., Limited 
T9G0) feo en ie eae ee $754, 859 $732,873 . 0038 
196le adie roeiteer® le 723, 673 724, 801 . 0038 
1982018 2 i AQ cet 718, 458 765, 283 . 0037 
1963 coh se oe ene 715, 623 772, 233 0037 
1968 She. ni tena gts eae as 738 , 797 794, 405 . 0036 
1965 425 aah eee cat 747, 325 803, 575 0034 


PORTION OF TOTAL CORPORATE SERVICE CHARGE WHICH RELATE 
TO FOOD PRODUCTS 


% of Food Sales $ 
Swift Canadian 


Fiscal Year U.S. Dollars Canadian Dollars Co., Limited 
POGUE te Wins, Cassin hae aeres $585, 658 $563, 989 . 0030 
POG Beg Are Mea ted. no nec ig 548 , 282 549, 104 .0030 
LC uted Ee Sri be acs 543, 826 579,175 . 0030 
LOGS dk re soot 540, 710 583, 967 . 0030 
LOOSE. cc ore oe Re 563, 884 606,175 . 0029 


Dates yp eee Raa arte i he 572,413 615,344 . 0028 
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APPENDIX VI 
SWIFT—TORONTO PLANT 
Purchase 
—_—_—_—_—. SaLe Price—CHains—DELIvEep 
Swift 
Ave. Swilt’s 
Price Iria 
Paid mium Hekls Prem. Su 
Gr.A hogs Belly Sheed Ham F.C.Pt Picnic Smkd Butt Cryo 
Deld Pork? N.Y. Mkt Bacon Mkt Sknd Mkt Hcekls Mkt Cott 
W/E Plant Loins Shdlr ‘“‘Called’’ 1 Lh. ‘‘Called’’ Hams ‘‘Called’’ Pienic ‘‘Called’”’ Roll 
$ ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ 
cwt. 
2/6/65 28.92 49 oo 33 64 42 503 293 37 OL 453 
2/12/66 43.99 66 544 55 99 624 75 48 574 58 714 
10/29/66 33.98 65 463 45 93 47 63 39 53 46 67 
APPENDIX VI Paces 2 
SWIFT—TORONTO—CHOICE STEERS 
W/E W/E W/E 
2/6/65 2/12/66 10/29/66 
Estimated 
Raw Cost of Beef in Cooler........ $39.56 cwt. $47.42 cwt. $46.44 cwt. 
Value of By-Products deducted 
Sale Prices Delivered Chains Per Cwt. 
Chorce)Gareasses< src steers cece es $41.00 $48.75 $47.50 
ie hioree rind: Pies. oso... bb.) 2 $49.00 $57.00 $56.00 
mimice. Pronts... i. ).1. 225.8 40 EP $35.00 $40. 50 $39.50 
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Appenpix VII Paae 1 
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Aprenpix VII PAGE 3 


AVERAGE WEEKLY COMBINED CANADIAN & U.S. HOG KILLS, CANADIAN & USS. 
COMBINED FREEZER STOCKS, CANADIAN & U.S. BELLY VALUES 
TORONTO BASIS 


Cndn Bellies U.S. Bellies 


Per Lb. Per Lb. 
Total Frozen ‘“‘Called”’ ‘“*Called”’ 
Total Av. Wkly Belly Stocks Change Ist & Ist & 
Mo/Yr Kill, 000’s HD 000’s Lbs. 000’s Lbs. Last Wk Last Wk 
Nov/64........ 1,723 57,100 +19, 600 31—29} 29. 43—28.89 
Deée/64,\..26 2, 4 1,451 75,400 +18, 300 293 28.49—30. 92 
PSN O05 coe aa 1,640 86, 900 +11,500 293—32 33.48—34. 83 
POW Ob cok sone 1,474 101,300 +14, 400 33 32. 67—34.56 
Ay OD ns bas op 1,567 116, 100 +14, 800 34—323 34.43—33.21 
Apr / O04 cae. + 1,450 123,500 + 7,400 323—362 34.56 
May 65 Jat 1,269 105,400 —18,100 363—403 35.64—42. 66 
FL SWES Piers 9 RE 1,151 75,100 — 30,300 42 —45 41.04—47.79 
PUL Ce ate cers 1,119 42,200 — 32,900 47 —52 51.30—51.84 
A / GO an 1,215 22,900 —19,300 523—48 54.00—50. 76 
Sept/65..0..... 1,372 10, 100 —12,800 48 —49 50. 22—47. 25 
Octo cds: o<4. 1,407 11, 700 + 1,600 48 —A47} 47.52—44. 82 
Novy/Gbe. <4. 1,480 17,200 + 5,500 46 —56 46.44—53.73 
Deo/65i227.<.. 1,145 25, 900 + 8,700 53 —53 59.94—57.78 
JAN OBR. sree 1, 247 33, 000 + 7,100 53 —54 58.32—59.40 
Bes OO ce rls 1, 280 41,800 + 8,800 55 —51 58. 05—52. 92 
Uy OG oo che 1,383 49, 200 + 7,400 47 —44 48.60 
PAE OO cata actos 1,372 67, 600 +18, 400 473—A7 50.76 
May/66........ 1, 243 67,700 + 100 47 —54 52.38 
PUD NOG as. kat 1,136 49, 200 —18, 500 543—52 50.76—56. 70 
Lt ae 1,093 26, 400 — 22,800 51 —52 56. 70—58. 86 
AUS(GG 4 1, 205 12,400 —14,000 56 —53 57.78—50.76 
DOD OMe cele s 1,440 8,100 — 4,300 54 —503 52.92—45.09 


OSt(OG2, oc. cx 4 1,560 11,600 + 3,500 50 —45 44, 28—38.88 
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APPENDIX VIII 


SWIFT — TORONTO PLANT 


Bellies Purchased or Transferred from Sources Outside of Ontario 


Month Amount 

SRUEETS 5 UE SIT ORR SS AUPE PET ey Ou OaPEO Se ERMRE Ey 40,000 Ibs. 
DAY PDO GG. o.. «oe SATE BES « DMs Bs By, Bhi 9 SEM 11,000 lbs. 
PU eh OGG sh 5- 2 ox uw PERS x ee 4 Bae ee we OR 156,000 Ibs. 
SCDGRLOOD ac ac BES ARG + dit, Oe RO Oy e BP 210,000 lbs. 


OQcv METIS b,c se Pa dae he Phe ecs ote 192,500 lbs. 
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APPENDIX IX 
Estimated Profit Per Pound Before Tax on Sliced Bacon 


Estimated Profit 


Month or Loss 
¢ per pound 
BUSA VOCS: estas Sais in os ata doa eon ae Af, 6k 
er Oe 1964 on ae we catia 6 a eee ae ee ee 2.08 
AT OOS gM ona Sadek ates atid aie eae 3.22 
Wipe OCS 55 bc aicavuts ou stay ae soe eae ae eee 1.54 
Weare E O65... choo eases ie far Ue es een age — .34 
Aptik: (1965. gy ieee 4 eta 6 ieee aa a 3.00 
Way. 41 965 | oo. Sac ee 0s ie a ae ee — .3l 
Junese 1905 ss. teen. 2. oe a ee —1.42 
J thy pie 96S es os ee —1.61 
AUB NUI9CS 6.55 er a oy ee ee —3.75 
POPE LOOT hte lek ole 6 pau eee als pene — .45 
Oct MLO GD © cae st oes ee cc oe 3.00 
NOWe So) OGG) 'a Gk tek celia a ane knees haan 2.62 
DGG3,\ OBS: ic ewe yd bby B08 Re ee ee ee —2.06 
Jat BLOGG Sigh eho oe aoase ae ea eee eae eee — .27 
Feb.) (L960: iy ale bas eos oe en ee —1.11 
War OGG? jcc ade cd ae, Pe pee eo an 2.19 
Apeil, s1966" \ oy eee. Sac ee ee —1.66 
May et 9O66 0 cei cals, Se ce Ae ee —1.69 
JuTiCs M1966 oO ... . nd oe a ee —7.75 
J PLS GG si 6 cance 5 ee . 68 


.95 
. 26 


cp 6 6 6 se hs 14 ee 8 ee ee 6 Ue le ee Ge a ce Se le 


2 
AUB PLIGG clic erates hk kay ai:0) ly a ee ee ee 4.85 

3 

3 


Oe als 
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APPENDIX X 


OTHER EXPENSES—APPENDIX “B’’—Swift Brief Nov. 8, 1966. 


1960 1961 1962 1963 1964 1965 

Maintenance and Repairs......... 1,062,831 1,085,958 1,092,467 977, 572 999,189 1,209,869 
Deproviations..: 060s). vs 8 1,761,550 1,770,222 1,646,390 1,637,909 1,718,443 1,814,548 
ments paid outsiders... ..4....... 301, 648 330,379 372,319 356, 654 339, 363 490,746 
Parent Co. Service Fees.......... 102,000 724, 801 765, 283 ti2;200 794,405 803, 575 
Advertising and Promotion...... 15,976,545 2,204,372 2,364,359 2,267,457 2;390,037 2,469,211 
FS oS eR lit didi SIP Pi 94, 554 82,154 79,337 83,110 82,752 84,515 
Selling and Administrative wets 

other than salaries... PZ, O00 A0sOn 2.400%, LO9n 12047, 0) Oe 2. 02" S20 ae OS68 foo) =e sos0, O14 
Provision for doubtful accounts, 

TUE cle ent GES, 79,022 DO, 222 39,959 (3,210) 28, 248 42,230 
Other Misc. Expenses*........... 1,068,661 1,159,449 1,030,602 1,155,748 1,207,901 1,489,287 
A482 RS eS 9,630,720 9,937,666 9,938,632 9,750,293 10,097,070 10,700,595 

4.8 O20 4.8 4.6 4.6 4.6 


*Other Misc. Expenses: Light, Heat and Water for dressing rooms and washrooms; Supplies for dressing 
rooms—towels, soap, toilet paper; Expenses of Receiving Office and expense for receiving product and 
supplies; Safety (supplies, signs, films, slides, etc.); Cleaning dressing rooms, passageways within plants, 
superintendent’s offices, Time Offices, Medical Offices, Employment Offices; Postage, stationery, telephone 
and teletype; Travelling expenses of operating employees; Employment expenses; Suggestion Awards; 
First Aid supplies and Medical Office expenses; Laundry of employees’ work clothes; Switching railway 
cars within plant grounds; Cleaning sanitary and storm sewers; Maintaining sanitary and serviceable 
conditions of outdoor premises; Garbage disposal; Government Inspectors’ overtime; Gardening and land- 
scaping; Storage charges for product ‘and supplies in outside storage warehouses; Cleaning of livestock 
pens; Livestock buying commissions; 
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SWIFT—TORONTO—Cattle and Beef Information 


Total 
Cattle 
Killed 


Choice 
Steers 
Killed 


638 
636 
685 
5907 


548 
503 
564 
259 
595 


610 
728 
733 
839 
575 
822 
674 
616 


541 
755 
601 
730 
758 
484 
759 
580 


571 
584 
506 
527 
468 


616 
447 
668 
477 


434 
483 
376 
500 
507 


507 
544 
417 
561 


393 
613 
698 
659 
349 
403 
559 
777 
522 


423 
607 
371 
362 


255 
506 
290 
251 


Average 
% Sale Price 
Choice Per Cwt 
Cattle Choice 
% 
Do 40.02 
55 40.47 
55 40.96 
41 40.94 
45 40.95 
43 40.95 
53 40.93 
33 40.98 
63 40.94 
65 40.97 
61 40.97 
58 41.00 
68 41.02 
54 41.02 
65 41.48 
56 41.53 
54 41.57 
60 41.58 
65 41.57 
yi 42.01 
63 42.00 
63 42.01 
OZ 42.01 
66 42.03 
62 42.01 
53 41.63 
by4 41.59 
55 42.57 
60 AOD 
57 44.56 
50 44.62 
36 45.56 
50 45.61 
50 45.60 
53 45.56 
46 45.60 
41 45.53 
43 45.58 
51 45.52 
57 45.53 
53 45.51 
41 45.03 
57 44.51 
40 44.53 
66 44.51 
59 44.50 
57 44.05 
38 44.03 
42 43.60 
57 43.57 
58 43.57 
44 43.65 
33 44.07 
42 44.55 
38 45.56 
28 46.53 
20 46.11 
42 46.07 
27 46.09 
28 46.07 


PaGE 1 


Estimated 


Total $ Reed 


From Sale 
Choice Beef 


$145, 500 
147,000 
193, 800 
125, 200 


127,800 
117,200 
131, 200 
60, 700 
138, 200 


142,400 
170,000 
171,800 
196,000 


134, 000 
194, 200 
159, 500 
146, 200 


128, 200 
177,000 
144, 200 
174, 800 


180, 900 
116, 000 
182,000 
138,800 


135,300 
138, 200 
116,500 
130,800 
118,500 


156, 800 
116, 100 
173, 200 
124,000 


112,900 
125, 800 
97,300 
129, 900 
131, 500 


131,600 
130,700 
106, 800 
142,100 


100, 000 
156, 100 
177, 000 
165,000 


87,500 
87, 600 
100, 200 
192,900 
129,800 


100, 700 
150, 300 
96, 500 
96, 000 


67, 000 
132,800 
76, 100 
66, 100 
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SWIFT—TORONTO—Catle and Beef Information (Concluded) 


Estimated 
Average = =————___- 
Total Choice % Sale Price Total $ Recd 
Cattle Steers Choice Per Cwt From Sale 
W.E. Killed Killed Cattle Choice Choice Beef 
% 

0 ee a a 774 356 46 47.04 95,300 
See Se ee ee ee ER 1101 472 43 47.04 126, 600 
LO sO Tere Aa RE I P. 2u 1267 580 46 47.05 155, 500 
DA Sen ERE en ae OT i eon ent 1312 575 44 48.05 157, 500 
DOL LO. TL eee, ee 1352 590 44 49.75 167,300 
A) ag Sn a appr ae lant de AE gag ee ah 1208 463 39 50.03 132, 200 
NOE aha ee VRAGE, Sheth ress 1184 496 42 48.71 137, 200 
ON orncatg cee Cate Eten ote ots eee 1224 518 43 48.49 143, 100 
A0 eS AS as ape a a se aS & Fnac 1055 451 43 48.50 125,000 
2 Re Sa areata 1206 569 48 48.40 157,000 
Eee ee ieee ke eo ne Soe ne 1166 486 42 48.43 134, 200 
OST OT) .£ MS ET Diao Tre, 1142 438 38 47.97 120, 000 
Res he ae eae 1039 451 43 47.01 121,000 
Ey ee a i See Oe 1053 411 39 46.59 108, 900 
Us hota ated cee nari AR cd deeetedie ett te 1138 376 34 46.55 99,800 
LOS ears 2 We ELE 965 412 43 47.02 110, 400 
Se ede wes ah ed tecda | esas cae 1060 338 ou 45.31 87,300 
ee ae ee ee ee 1016 496 48 45.52 128,700 
Si few eh tO ete pater tends bane 1227 604 49 45.51 156, 900 
SERRE!) BRERA Rhy © CMT Pe 1185 553 47 45.58 144, 100 
DS. Bae. APSE oh cer. ode oy 1049 514 50 45.56 133, 800 
PES id OE Oe ERIS hehe ee 913 481 53 45.54 126, 100 
Se Ea Ae a 1209 666 aD 45.50 172,900 
LG 4 «cae BAC a daree ae ae 1088 459 42 45.46 118,900 
SM See Le ell city ire eee 84, 1164 506 44 44,64 128,800 
OM as AOE ia De tok, Sh Role. 1031 542 52 44.56 137,500 
ee OP A ee Oe Ee ee 1095 543 50 43.62 135, 300 
Dc eel alee cle a oO Selle seperti 824 399 48 43.27 98, 400 
ORR Se SAN: See aS 897 445 50 43.77 111,100 
ere seis hon Ale 055 By, do hE yal 536 46 44.62 136, 600 
2 ae ec ete A een, ha ore 1473 695 47 45.63 181, 100 
SS ie Ne ae mE, Cane Cae 1380 593 43 45.76 158, 800 
HS Pee: RAST RISE ECT, SUOL Biren re 1962 933 48 45.49 241,900 
IAD) cs Oe ht Oe en eee eae ee 1489 708 47 44.59 179, 900 
OM Sal at sae ig Siyts se aiaarereye an 1735 799 46 45.16 206, 100 
p51 ay eR siete SR ete Seater tall 2000 851 44 46.49 225,600 
CO: ike OR IS 2g Oe ae at 1510 723 48 46.07 190, 000 
Lf A et ot re oe 1659 747 46 47.09 200, 500 
SMA Me sa sae ae 5 5 SS a Re, STR 1606 tis 48 48.06 212,600 
OIE amate Rita eaters, dlrmaiimeretiees pales 1698 823 48 48.16 226, 100 
SRNR NT ATIAEY, 8 2 SP ee ea 1313 475 36 47.93 129,800 
lee A DAS th Sh Ane Be es 1073 597 56 47.54 161,900 
7aDd, 15 MTN Ss) ih ROS = 9 Steal tain 121, 645 53 47.52 174, 500 


ee ts ES AS Fok Tee es le 1221 467 38 47.48 125, 900 
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Upon resuming at 3 p.m. 

Co-Chairman Senator CROLL: We have Mr. A. D. Holmes, who is Director of 
the Prices Division of the Dominion Bureau of Statistics, and Mr. G. A. Lane, the 
Chief of the Retail Prices Section at D.B.S. Mr. Lane will speak first, and you 
have his supplementary brief. 


Mr. Grove A. Lane, Chief, retail prices section, Dominion Bureau of Statistics: 
Thank you, Senator Croll, I have prepared a very brief note, which I think you 
have, entitled “Dominion Bureau of Statistics, Prices Division, Retail 
Prices Section, Supplementary Remarks.” On the afternoon of October 13—and 
for your handy reference, No. 7 of your proceedings at page 387—the Co- 
Chairman, Mr. Basford, who was then occupying the chair here, requested that 
we attempt to prepare a list of examples illustrating the influence of packaging 
on prices. This has been a more difficult task than I initially envisaged. Our 
records currently are not prepared to meet this type of data requirement. 
Furthermore, as mentioned in our former discussion, we have not had the staff 
nor time to maintain an adequate commodity intelligence system. In fact, until 
June of this year we had only one officer (and one vacant position) devoted to 
commodity intelligence work and to specification maintenance for the approxi- 
mately 300 items included in the Consumer Price Index. Food and related sundry 
products amount to about one-third of this total, or approximately 100 items. 


Before I proceed into this list of examples which are attached on the two 
pages adjoining this statement, I should like, with your permission, Mr. Chair- 
man, to clarify my previous remarks concerning a question of detail involving 
infants’ food. This detail came to light, as a matter of fact, while we were 
reviewing our records for this listing. You will recall my suggestion that we 
might “concoct the argument’’—again this is on the same page, page 387—that a 
conversion from tins to glass jars represented quality improvement. In 1962, 
when glass jars first began to displace tins in the infants’ food in some cities, our 
commodity officer of the day ruled that there was no quality change. In that 
event, the price difference was accepted. Thus, the price increase was allowed 
and the Consumer Price Index incorporated the initial and subsequent price 
changes observed throughout Canada over a gradual four-year period. 

Let me be very clear, however; this in no way alters the principle estab- 
lished at our previous appearance before you. That is, if there is evidence to 
support the judgment that a change in package, or container, as the case might 
be, saves time, labour or otherwise affords convenience, we adjust the price 
accordingly, and in that way eliminate its influence in the index. 

May we please turn to the table listing the 25 examples of package and/or 
content changes that we can readily identify from our records. Allow me to 
reiterate a caution: the year noted—that is the year indicated in the second 
column of the table—may not, and certainly should not, be interpreted as a hard 
and fast indicator of when these changes first occurred. Rather, this date refers 
to when we recognized the new package and accepted the change in terms of the 
Consumer Price Index. 

One other remark might be noted at the outset. Changes in products and the 
form of packaging are continuously being experimented with throughout the 
country. Some firms use one city while other firms use another. Once a new form 
of packaging or product is adopted, its innovation proceeds normally city by city 
or region by region. 

Let us take tea to illustrate this particular point. Tea is the second item in 
the table. Tea has been gradually changing, right up until the current period. 
First, the major shift was from bulk tea, usually in 1 lb. packages, to tea put up 
in gauze bags. There was quite a substantial increase in price because the gauze 
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bags were originally pre-measured, usually for two cups. More recently the 
gauze bags have been switched over to paper bags, and the paper bags are more 
generally sold throughout Canada in all areas except in the Atlantic provinces, 
where they have maintained the sale of tea in gauze bags. 

Initially paper bags were more expensive than gauze bags, but as the paper 
bags became the predominant seller and gauze bags were relegated to a lower 
volume, they became relatively more expensive than tea put up in paper bags. 
Currently paper bags are beginning to take hold in the maritime provinces, and 
what we are finding is, that in fact, the gauze bags sell for something in the order 
of 10¢ per pound more than tea available in paper bags. This indicates the kind 
of movements that take place and why this business of trying to follow package 
changes through time is a rather difficult task. 

The third example in the table is coffee. It is available at the current time 
both in bulk and in tins. What I have tried to indicate here is that when you buy 
it in a tin it will cost you approximately 10¢ a pound more than in a paper bag. 
In (b) here, in 1966 we have accepted a jar of instant coffee, but it is a larger 
jar, which seems to be the predominant seller, and for the larger jar it is, ona 
per unit basis, relatively less expensive. I was unable to give a firm figure as to 
the extent of this decrease, so I have just noted it “decrease” on the table. 

Item 4 we did touch on in our previous discussion, but I have restated it 
here. During the period 1964 through 1966, glass bottled soft drinks began to be 
replaced by soft drinks in tin cans.’ We have not yet started to price the tins in 
our pricing program, but it has almost reached the point where the volume sold 
in tins is sufficiently important that we might very well introduce it within the 
next few months. It is for this reason that I have indicated that I do not know 
what the increase is. Originally, when the tins came out they were more 
expensive than soft drinks in glass bottles. 

In the second part here, non-returnable bottles have become more impor- 
tant. Again usually the price is a little bit higher for the non-returnable bottles. 

The fifth item, fluid milk, we discussed previously. Here the increase that 
resulted when dairies converted from glass bottles to plastic jugs was 5¢ on 3 
quarts. As far as we can detect, in about 1965, dairies also converted from the 
waxed carton to the plastic coated carton, but as far as our records indicate there 
was no effect on price. I understand that the plastic coated cartons are a little 
more durable and will stand a little more handling than the former waxed 
cartons. 


The sixth item is butter. Some time around 1961 we noted that butter was 
wrapped in foil rather than in parchment paper, but to our knowledge there was 
no price effect. 


The seventh item is cheese. Prior to 1962—and I cannot indicate a firm 
date—the bulk was replaced by pre-packaged and a sealed cello-pack, usually in 
a 12 oz. package, although more recently in either 12 or 8 oz. packages. There 
was some increase in price, but Iam unable to give you a firm figure. 


No. 8 is peanut butter. About 1963, regular jars were replaced by refrigera- 
tor jars, and this amounted to roughly 5¢ per jar increase in price. 


No. 9 is bacon. I might indicate that was one of the examples that was 
explicitly requested to cover. In 1963 the vacuum pack bacon came on to the 
market, not to replace but to be sold alongside the cellophane wrap, and it cost 
10¢ per lb. more. In 1965 the sellers of bacon began to shift predominantly from 
the 4 lb. to the 1 lb. size, and as near as we could detect, there was a very slight 
decrease in price with the larger sized package. 


During the current year, 1966, we note that some bacon has been offered for 
sale using maple sugar curing rather than the ordinary sugar curing process, but 
it seems to be selling at the same price. That is more along the lines of a product 
change rather than a package change. 
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A related item is No. 10, ham. In 1962 we shifted from a “to be cooked” style 
ham to a “ready to eat”. There was quite a noticeable increase in price. I think 
this is to be expected, of course, because the “ready to eat’—and I put iin 
quotation marks because I think it says right on the package that you should not 
eat it in its raw form, or in the form that you buy it, but rather it should at least 
be warmed up—does represent an additional processing, an additional step in the 
preparation of ham. 

In 1964 we began to find quarter hams pre-wrapped. Prior to that, if you 
bought your ham in a butcher’s shop your butcher would cut you off any part of 
the ham that you might want, but in 1964 we found on the self-service counters 
in the supermarkets pre-wrapped quarter hams available for sale. There did not 
seem to be any particular price effect associated with this smaller package. We 
have noted in the past two years that “regular”? hams—and I put “regular” in 
quotation marks—are frequently “special”. It would appear that these hams are 
sometimes used, even perhaps as loss-leaders, but certainly to beckon the 
consumer into the supermarket, particularly for a weekend splurge. 


Item No. 11 is cottage roll. In 1955 the cottage roll was replaced by the 
“pienic” style. It is really a ham. We were unable to indicate any effect on price. 
Then, in 1961, we noted that the “sweet pickled” cottage roll came into vogue, 
and it shows a definite increase in price. 


The only beef item that stood out in changes within the last four or five 
years or so has been the rib roast. Now, it may very well have been sold prior to 
1961 on a rolled basis but in 1961 we recognized this new method of merchandiz- 
ing this product from a “standing” rib. A “standing rib” is where you have the 
five or seven ribs in the roast, and this is a bone out, the bone has been removed 
and the rib is rolled up for a pot roast. There was quite a definite increase in 
price. Again I might mention in this connection, if you were buying beef from a 
butcher’s shop you could always have your butcher debone the roast and then 
take it home tied up. What I am really referring to here is that in the self-service 
supermarket store you could actually buy a prepackaged rolled rib roast all 
nicely tied up and wrapped in cellophane. 


Item 13 is apples and apple juice. About 1961 we began to accept apples sold 
in either 3 lb. or 5 lb. plastic bags, and these generally were a little more 
expensive than if you were to pick them out of a loose bin. With apple juice, in 
1961 we noted that vitamin C began to be added. It may well have been added 
before 1961, and the significance then of the date 1961 is that it became relatively 
important and we began to accept the price for the Consumer Price Index 
purposes. We were unable to observe any price difference, however, when they 
added vitamin C. . 

In the fresh vegetable line, we note that celery sticks begin to be trimmed 
and clipped, a much neater package. We are unable to indicate a precise date. It 
did appear that there was a significantly higher price charged for this nicely 
trimmed package of celery. 

Item 15 is corn flakes. In 1963 the shift was from an 8 oz. package to the 
12 oz. package. Here again I am unable to give you any firm answer as to 
whether there was an increase in price, or no change, or a decrease; that is, the 
price per ounce. Certainly the 12 oz. package cost more, but whether it cost 
relatively more than the 50 per cent increase in size, I do not know. 


Item 16 is a cake mix. In 1962 a pouch package cake mix was offered for 
sale, egg to be added. That is why I underlined that. Certainly it cost less and, 
basically, there was no powdered egg in it. 


Item 17 is flour. In 1964 there was the “instantized” miracle flour, in either a 
2 lb. or 5 lb. bag, and there was a definite price increase. 
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Item 18: Facial tissue is one that supermarkets frequently “‘special”’, and one 
that we have to exercise a good deal of care over in terms of instructions to our 
enumerators to make sure that they pick the proper size package. In 1962, 
however, we did notice that there was a definite reduction in the size of some 
facial tissues from a 9” x 10” to an 8.5” x 9.4” size, and they continued to charge 
the same price for the box. Therefore, it represents an increased price. But other 
kinds of variations occur in the size of the boxes: the number of tissues per box, 
the ply—sometimes two-ply, sometimes three-ply—and this is an item that is 
frequently promoted. 


Item 19 is toilet paper. In 1962 we were able to detect a definite reduction in 
the number of sheets per roll from 700 to 650, and they charged the same price; 
therefore, it represents a price increase per unit, or per sheet, if you like. Again 
under item (b), in 1965 they further reduced the size of the roll to 600 sheets and 
they charged the same price. 


Item 20 is face soap. In 1965 the change was from wrapping each individual 
bar separately and then sort of cementing the three bars together, to putting 
three cakes of soap in a little box in which the individual cakes are not wrapped, 
and there was an apparent price increase. 


Item 21 is soap flakes. In 1965-66 there was a reduction in the size and/or 
weight, and they continued to charge the same price. Therefore, it represents a 
price increase per unit of either weight or volume. In 1962 there had been a shift 
from the so-called “large” size box to a “giant”? box. Although the “giant” box 
might have cost more than the “large” box, its content was proportionately 
larger, and therefore there was an implied price decrease. Again here, as I noted 
earlier, we do not price those brands where premiums are attached. I think we 
discussed this at our previous meeting with, you. 


Item 22 is cleansing powders. In 1965 there was a conversion from cardboad 
containers to plastic, and here there was an increase of 2c per unit. 


Item 23, liquid detergent was newly introduced some time in about 1963, so 
I have just noted it as a new product. 


Item 24 is liquid bleach. In 1963 there was a conversion from a glass 
container to a plastic jug, with no price change. 


In item 25, floor wax, there is a change that we observed in 1964. It is really 
a product change, where they shifted to “clear” paste, with no apparent effect on 
price. We also note—although we are not pricing it—that floor wax is available 
in liquid form and is now available in a plastic jug. Since we do not price it I 
am not able to indicate whether it is higher priced than its previous glass con- 
tainer. 


That gives you, Mr. Chairman, a number of examples that we were able to 
extract in the recent five years from the information that we had at hand. I 
should be pleased to try to answer any questions. 


Co-Chairman Senator CROLL: We will get to that in a few minutes. We 
might as well have Mr. Holmes give his paper, and in the light of both papers the 
questions will be more intelligible. 


Mr. A. D. Holmes, Director, Prices Division, Dominion Bureau of Statistics: 
Thank you, Mr. Chairman. Each member of the committee has before him a 
text, a set of tables and a set of charts. I wish to apologize at the outset for the 
lack of typing in the tables and the lack of proper drafting in the lettering and 
Scales of the charts. As a matter of fact, we did not know that we were going to 
have this in time because of breakdowns of some of the machinery involved in 
the process of producing these. 


Perhaps I may, with your permission, read from the prepared statement, 
since you have not had an opportunity to see it before. 
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In an earlier appearance before this committee, on October 13, the Dominion 
Bureau of Statistics was requested to provide information on the movements of 
prices during recent years at various stages in the production and distribution of 
foods, with particular reference to meats. The intent was to trace through the 
production and distribution process to pinpoint if possible the sources of price 
changes. Meats were selected for this purpose because the basic raw material, 
the live animal, was the basic ingredient of the end-product meat, and at the 
meat processing and retailing stages represents a significant component of the 
processors’ and retailers’ costs. In addition, price statistics are available for live 
animals, the processors’ meat sales and the retailers’ sales. For other food 
products in which the food ingredient is not as significant a component, price 
statistics for other significant elements of cost are scarce. 


Accordingly, two comparisons are presented to you today, one for pork 
products and one for beef products. In each case the price data are in the form of 
index numbers which measure the movement of prices monthly from 1961 to the 
present. The indexes have all been converted to the base 1961—100 to facilitate 
comparison of movements among them, and the indexes express price in each 
month as a percentage of prices in 1961. 


Indexes, rather than actual prices, have been used because it is difficult to 
compare the price of a live animal, our basic ingredient, with prices of its 
separate parts, particularly when all parts of the animal are not available for the 
comparison. For example, non-food products such as hides which appear at retail 
in many forms of leather goods are not included, nor are mixed meat such as 
sausages and sandwich meats. It is the course of change in prices and sources of 
change that are being looked at, and indexes of prices clearly are appropriate for 
this purpose. 


The comparison will show that a significant source of rise in prices of pork 
and beef to the consumer over the last two years has been the rise in the price of 
slaughter animals. According to testimony presented to you on October 6 by 
members of the Canada Department of Agriculture, the rise in the price of hogs 
has been caused primarily by the reduced continental supply of hogs and the rise 
in beef animal prices by the greatly increased demand for beef in relation to the 
continental supply of beef. 


Each member of the committee has been provided with a set of tables and 
charts. The tables marked A-1 through A-7 present price indexes for hogs and 
pork products, monthly from January, 1961, to the present. Table A-1 is the 
price index for hogs at public stockyards and is derived from prices published by 
the Canada Department of Agriculture in their Livestock and Meat Trade 
Report. Tables A-2 to A-4 present indexes of the selling prices of the slaughter- 
ing and meat packing industry for pork, fresh or frozen, cured hams, and bacon 
and sides, respectively. They are components of the industry selling price in- 
dexes published monthly by the Dominion Bureau of Statistics. Tables A-5, A-6 
and A-7 record price indexes of fresh pork, cured pork, and bacon respectively 
from the consumer price index for Canada. 


. The charts corresponding to the tables are also marked A: chart A-1 for hog 
prices, chart A-2, 3 and 4 for the industry selling prices, and chart A-5, 6 and 7 
for the consumer price indexes. 


Similarly tables B-1, B-2 and B-3, the other set of tables, record respective- 
ly the price index for steers at public stockyards, steer carcasses at the packing 
plant and fresh beef purchased by consumers. Charts B-1, B-2 and B-3 graph- 
ically show the movement of the price indexes presented in the three tables. 


May I suggest that members of the committee compare first chart A-1 and 
chart A-2, 3, 4. It is possible by putting chart A-1 over chart A~-2, 3, 4 and 
looking through to the light to see the course of movements of the two. I have 
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already done this, and I am going to read my conclusions from having done so. If 
it is a little difficult to follow that procedure, I would suggest that the two charts 
be placed one below the other so that the comparison of movements can be 
caught by the eye. 


Chart A-1 depicts the movement of prices which the slaughtering and meat 
packing industry faces in purchasing hogs for slaughter. It represents the impact 
of price change on a significant component of their cost of production. In 1963 the 
value of live animals and dressed meats purchased by the industry constituted 72 
per cent of the value of shipments of the output of the industry. Chart A-2, 3, 4, 
portrays the movement of prices received by that industry for three of its 
principal outputs of pork products. 


It is evident in comparing the movements of the “input” prices (hogs) and 
the “output” prices (pork products) that the industry’s selling prices follow the 
price of hogs fairly closely, though not all pork product prices move simultane- 
ously, nor by the same amount. One can, of course, select particular periods in 
which the industry’s selling prices do not move in correspondence with hog 
prices, but taken as a whole the correspondence in price change is quite marked. 


To April, 1965, both the industry’s selling prices and their buying prices 
exhibited a slight downward trend, and at that time were in approximately the 
same relative position as in 1961. In April, 1965, the hog price index was at 96.3, 
the fresh pork industry selling price index was 94.7, the cured hams industry 
selling price index was 98.4, and the bacon and sides index of the industry selling 
price was 95.9. They were all very close together. The marked rise in hog prices 
from April, 1965, to the peak in February, 1966, at 156.3 was accompanied by 
similar but not quite as marked rise in the industry’s selling prices of pork 
products. In that period hog prices rose 60 points, whereas fresh pork and cured 
hams rose 44 points and bacon and sides 35 points. The subsequent drop in the 
hog price index to 122.7 in July, 1966, was accompanied by reductions in the 
industry’s indexes to about the same level. By October, 1966, the industry’s 
prices for fresh pork and for bacon had again risen to 133 and 135 respectively, 
without a similar upward movement of hog prices. 


If we now compare the prices paid by consumers—that is, looking at charts 
A-5, 6, 7—with the selling prices of the packing industry (chart A-2, 3, 4), 
considering the latter as depicting the impact of price change on the retailers’ 
costs, a similar correspondence between the movements of retail buying and 
selling prices will be evident. The retail prices of pork products show less 
fluctuation than the packers’ prices, not falling as far but tending to rise as far 
and, in addition, the very slight upward trend in retail prices to April, 1965, may 
be noted, in contrast to the slight downward trend of packers’ prices over the 
same period. 


In April, 1965, the industry selling price index in relation to the consumer 
price index for fresh pork was 94.7 to 101.7 (the latter being the consumer 
price), for cured hams 98.4 to 102.3, and for bacon and sides 95.9 to 99.8. The 
difference there is accounted for by the slight downward trend in the packing 
price and the slight upward trend in the selling price over that five-year period. 


The subsequent marked rise in packers’ prices between April, 1965, and 
February, 1966, was accompanied by a similar but somewhat less rise in retail 
prices, and in early 1966 retailers’ buying and selling prices were in approxi- 
mately the same relative position to one another as in 1961, but all at a much 
higher level. By October, 1966, the relationship was mixed, with consumer prices 
for fresh pork dropping further than packers’ but not as far for cured pork. 


In spite of temporary differences in the movements of prices among the 
three stages of production and processing of pork products, the data points to a 
Strong continuing correspondence in movements at all levels. In the recent 
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period, April 1965 to date, the differences in movement are small in relation to 
the extreme overall movement of prices at all three levels and the rise in the 
price of hogs is evidently a very significant cause of the rise in consumer prices 
for pork. 

In a similar fashion, one may trace through the fluctuations in the price of 
steers for slaughter, the industry selling price for steer carcasses, and consumer 
prices for fresh beef, using charts B-1, B-2 and B-3. Again we can almost take 
the three charts as they come clipped together; hold them up to the light and see 
how close the movements are over this period. A comparison of charts B-1 and 
B-2 reveals a very close correspondence between the movement of the industry’s 
selling price and the movement of the price of their basic raw material, steers. 
There are, of course, temporary differences in the movements over very short 
periods. The comparison of charts B-2 and B-3 shows a similar though not as 
close correspondence between the movements of consumer prices for beef and 
the industry’s selling price. During the period from 1961 to mid-1964 consumers’ 
prices fluctuated less than the packers’ selling prices, tending not to rise as far 
nor to drop as much. In mid-1964 prices were in their same relative position as 
in 1961. Since 1964, however, consumer prices have tended to rise a little more 
rapidly than the packers’ prices and in 1966 did not reflect the drop in the selling 
prices of the slaughtering and meat packing industry and the prices of steers at 
public stockyards. 


Senator INMAN: I am interested to know whey these changes in packaging 
would take place. Were they asked for, or did somebody see a chance to make 
some money by changing the packaging? For instance, when cheese changed 
from bulk to pre-packaged, sealed in a cello-pack, there was an increase in price, 
and when peanut butter changed from a regular jar to a refrigerator jar. What 
do you mean by a “refrigerator jar’’? 


Mr. LANE: As to the reasons why these changes in packaging would take 
place, I don’t know; you would have to consult the people who produce these 
particular products and enquire why they changed. 


Senator CARTER: When these packaging changes take place, have you 
noticed whether there is always somebody who leads the field and starts the 
ball rolling, or does it happen with a number of companies at the same time? 


Mr. LANE: If I may continue to answer the earlier question, Mr. Chairman, a 
refrigerator jar is a jar specifically designed to fit into the refrigerator. I think it 
is just a special kind of jar, that is all. There is nothing fancy about it. The 
original peanut butter jar, as you are no doubt very well aware, was a large jar 
with the cap a little bit smaller than the glass part of it, whereas the refrigerator 
jar has a straight side and fits more neatly into the refrigerator. It is just a 
modification, I think basically taking advantage of the fact that a refrigerator is 
going in every home. The original peanut butter jars, of course, were designed 
for the kitchen cupboard; they were not designed to be put into the refrigerator. 

Co-Chairman Senator CroLL: Senator Carter asked a question. Do you mind 
answering Senator Carter, who asked a supplementary? 


Mr. LANE: I would like to have him repeat the question. 
Senator CARTER: My question was: When you notice these changes taking 
place, when they first come to your attention, do you know whether a change is 


brought about by just one company starting out as the leader and the others 
following, or does it break out spontaneously at the same time by a number of 


companies? 

Mr. LANE: It is very difficult to determine, and, as I have tried to present to 
you, the sorts of things that we observe typically take place by city. We have 
noticed, for example, certain cities may be used as a testing ground for some 
products. We do not know, of course, what the results of the tests are, but we see 
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these things appear on the shelves; sometimes they are noted, sometimes they 
are not. Our field people may note them and they just might follow them for a 
while before they even report it to us. It is very difficult to tell, in the food 
distribution field, whether there is some leadership going on. There is such a 
multitude of products so I would say that I just don’t know. 

Senator INMAN: I have several further questions. The “picnic” cottage roll is 
changed to “sweet pickled” cottage roll and there is an increase in price. Now, 
what is the difference, what makes the increase? 

Mr. LANE: With the “sweet pickled” cottage roll there is some additional 
sweetening added to the brine; it produces quite a different effect. 

Senator INMAN: I have had some and I don’t see much difference. Then you 
have “standing” rib roast changed to “rolled” roast. They are charging so much, I 
suppose, for making the roll. Is that correct? 

Mr. LANE: Yes. 

Senator INMAN: Then with toilet paper there is a decrease from 700 to 600 
sheets and there is an increase in price. Why is that, in a short time? 

Mr. LANE: Mr. Chairman, if I may just say this, so that you clearly 
understand, there is an implied increase in price; they charge the same price per 
roll, but you are getting only 600 sheets per roll today whereas a couple of years 
ago you were getting 650, and prior to that you were getting 700 sheets per roll. 
It is an implied price increase. 

Senator INMAN: Now I have another question. Cardboard containers for 
cleansing powders have been replaced by plastic. Has that been requested by the 
housewives or has it just been done by the processors? 

Mr. Lane: I do not know. I think you would have to ask the housewives; you 
would have to do a survey of consumers to find out their motives, interests and 
desires on products. 

Senator INMAN: I was interested in paper bags for tea. There is an increase 
with the bags over the bulk tea. What do you have to say about that? 


Mr. LANE: Well, you reiterated what I described. 

Senator InMAN: Then gauze bags to paper bags. 

Mr. LANE: With the change from bulk to gauze bags there is a real change in 
quality, in effect, because with bulk tea, as the consumer, you have to measure 
out the quantity; in a bag it is so simple, you just drop the bags in a pot of 
boiling water. 

Senator INMAN: I was wondering why there was the change to paper bags. 

Mr. LANE: That I don’t know. You would have to ask the tea company. 


Mr. McCutTcHEon: Mr. Chairman, I have one question and one question only, 
you will be pleased to know. On page 4 Mr. Holmes shows a comparison of price 
movements. By October, 1966, the industry selling prices for fresh pork and 
bacon have risen to 133 and 135 respectively without a similar movement of hog 
prices. Now, this committee has been sitting since September and very diligently 
staying on the job. Can you give us any information which is really current, 
which is really up to date? I appreciate that these are excellent charts that you 
have prepared, but the committee likes to know, I think, if they are doing any 
good sitting here, so can you give us any information regarding the trend as of 
today, and I mean today, or this week, since the advent of the housewives’ 
boycott and the instigation of this committee? Do you know from that informa- 
tion that there is an inference that had not something happened these prices 
might not have come down? In effect, do your reporters tell you that there is a 


decrease in prices currently? 
25227—73 


1484 JOINT COMMITTEE 


Mr. Hotmes: The pricing of foods for the Consumer Prices Index for 
November would be done in the first week of November; this has not been 
processed yet, so it is not possible to say whether they are down or not. 


Mr. McCutrcHreon: You mean there is no scuttle butt in the office to the 
effect, “Well, this is happening” or “that is happening”? This is the type of 
question. 

Mr. HotmeEs: No scuttle butt has come to my attention. Mr. Lane is part- 
time on the Royal Commission on Farm Machinery and I do not think he has 
really the time to hear these things. I myself have heard nothing of this. The 
industry selling prices indexes are prices as of the 15th of the month; they are 
hardly in yet; they are in but just beginning to be processed. 

Mr. McCutcHeon: I was hoping we could get some commendation that we 
had been doing some good, that is all. 


Mr. HoLMES: We feel that in prices we have statistics that are as up to date 
as any statistics in the world. They are only about a month behind time, which is 
unusual, as you probably know, for most statistics. As I understand it, the 
boycott, the general rebellion if you wish, began early in October. 


Co-Chairman Mr. BASForD: Towards the end of September, early October. 


Mr. HoLMES: What the price information may indicate in pricing in the 
early week of November may not reflect the full impact of recent action. It 
would be too early to really form a judgment as to what effect the action that 
has been taken by consumer groups so far, or by this committee, may have had. 


Mr. LANE: I might just mention that I am sure all members of the commit- 
tee read the article in the Globe and Mail about a week ago on bacon. It 
attracted my attention, and subsequently I began to read more carefully the 
“specials” by stores here in the city of Ottawa. In connection with bacon, for 
example, I found a number of major supermarkets were “specialling” 1 lb. 
pack of bacon for either 78¢ or 79¢ or 88¢ or 89¢. Now, this is a downward, a 
rather sharp downward, movement, because previously the lowest price I 
observed for bacon personally in my own shopping habits was round about 
$1.29, and I know it ranged up to about $1.49, so I would say there has been 
some noticeable effect. 

Mr. Scott: Don’t you think that is simply a gimmick? When the packers 
came here they told us they delivered to the supermarkets at a cost of 83.5¢ a 
pound, so they are obviously just hoodwinking the housewives temporarily. 
They will soon bump it back again. 

Mr. HoLMEs: This was the intent of my remarks, that one month’s official 
statistics is not going to give you an answer to what is going to happen to prices. 
It is an early indication, but that is all. 

Senator INMAN: Supplementary to that, if I may, I bought some excellent 
bacon last week for 79¢ a pound. 


Co-Chairman Senator CROLL: Mr. Scott, when the housewife is buying bacon 
at 79¢ or 80¢ a pound, don’t you think that for the next two or three months, or 
five or six months, the stores will have an awfully hard job explaining a jump 
up of any kind? Women have become a little more discriminating in their 
buying, and they are not taking these things lightly any more. 

Mr. Scott: I would think that would be one of the effects going from this 
committee that would encourage the housewife. We are conducting a sort of 
educational exercise. 


Co-Chairman Senator CROLL: Exactly. I don’t think they will jump up at 
all; I think they will be very careful about it. 
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Mr. Scott: I notice in the supplementary remarks of Mr. Lane this state- 


ment: 
We have not had the staff nor time to maintain an adequate com- 
modity intelligence. 


We might well feel it important to have such a system, and I wondered if you 
could give us any indication of your thinking as to the size of staff required 
for such a purpose. 

Mr. LANE: Perhaps if we were to double the current staff that we have in the 
field, I think we could do a fairly adequate job. 

Mr. Scott: What is your present staff? 

Mr. LANE: We have approximately 50 part-time enumerators across Canada, 
and we have 16 full-time people, outside of Ottawa, outside of our head- 
quarters staff. 

Mr. Scott: How many in headquarters? 

Mr. LANE: We currently have four people in the unit that we call our 
commodity officers, or commodity specification unit. 

Mr. Scott: Have you adequate funds with which to operate? 

Mr. LANE: Funds have not been the dilemma. It has been getting the 
positions and then recruiting people, finding people with the skills. 

Mr. ScoTT: You are satisfied that if it were doubled it would be adequate? 

Mr. LANE: Well, we could certainly do a far better job of following market 
trends, keeping right on top of the kinds of developments that are taking place. 

Mr. Scott: I am sure you could do a better job. What I was trying to get 
at—and I am not trying to put you on the spot— 

Mr. LANE: I think this would be a reasonable level. 

Mr. Scott: Thank you. 

Co-Chairman Mr. Basrorp: Looking at these charts, A-1, A-2, 3, 4 and 
A-5.6.7 and superimposing one on the other as you suggested, and looking at 
charts B-1, B-2 and B-3 and again superimposing them, one sees, as you pointed 
out, a very nice relationship between the wholesale prices at terminal markets 
and the Consumer Price Index, both on hogs and beef; there is a very nice 
relationship between the price increases and decreases, which would indicate to 
me, without contradiction, that the price increases Hove been due solely to 
increases in what the farmers have been getting for their produce. 

Senator McDonaALp: About time. 

Mr. HoLMEs: I would put it the other way. It is not because of what the 
farmers are getting. It is because of the supply of hogs, that these must be 
rationed among ourselves and United States consumers; the price mechanism is a 
rationing mechanism. Obviously the person who is producing the hogs is going to 
receive a return for it. Perhaps the increased price will call forth increased 
production of hogs, but I think we must also consider perhaps a changed 
situation where hogs require feed and maybe feed is not readily available. I am 
sure those in the department of agriculture would be in a far better position to 
indicate the possibilities for a change in the supply situation on hogs. 

Co-Chairman Mr. Basrorp: I do not see that that contradicts what I said. If 
you look at the hog market, it went from an index figure of 92.4 in January, 
1965, to an index figure of 156.3 in February, 1966, and the industry selling 
prices of certain pork parts, cured hams and bacon, and the consumer prices 
index, followed that increase. 


Mr. HoLMEs: That is correct, yes, and it is the rise in the price of hogs which 
is reflected in the higher consumer prices for meat. 
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Co-Chairman Mr. BASFOoRD: Which would indicate that it is not due to the 
packer, retailer or wholesaler, or anyone else, but to the farmers. 


Mr. Homes: Who represent the basic supplier really. I think it is fair to say 
in the case of hogs that, while it can not change quickly, it does not take too long 
to change the supply situation, but it certainly does not happen overnight. But 
the farmer is certainly getting a higher price for his animals. 


Co-Chairman Mr. Basrorp: And the retail price, or consumer price index, is, 
according to these charts anyway, closely related to the farmer’s price. 


Mr. Hotes: For the live animal, yes; the movement is the same. There is a 
basic question: what was the relationship between the price received by the 
farmer and the price at the other levels in 1961, from which this comparison 
starts? It could be that in 1961 the return to the farmer was too low to start with, 
so one can argue that he is now getting what he should have been getting before; 
someone else would argue the other way. This comparison says nothing about the 
fairness of the relationship between prices at these various levels in the base 
period 1961. Nor does it say anything about whether someone is getting too much 
or too little at a particular point of time. All it says is that they are getting more 
now than they were in 1961. But I am not objecting to the conclusion. This, 1 
believe, is the same conclusion as I have stated on page 2, that “the comparison 
will show that a significant source of rise in price...has been the rise in the 
price of slaughter animals”, and according to the testimony presented by the 
department of agriculture on October 6 this goes back to the continental supply 
situation, where there has been a reduction in in the basic hog supply, and 
presumably this would not be corrected until hog production increases. 


Co-Chairman Mr. Basrorp: Fine. Well, I will leave it to some of the 
producers here to disprove that. 


Senator McDona.p: If I might make a supplementary remark, I think the 
deduction Mr. Basford has arrived at is the true one and the logical one. I do not 
think it would be fair to leave this impression with the committee without going 
back and reviewing what was going on in 1961. I speak of western Canada; I do 
not know anything about eastern Canada. In the west, in the period when this 
graph began, around 196i, your producers of livestock products in western 
Canada were producing them, not necessarily to make a profit but because they 
had huge surpluses of grain that they could not market, so that marketing on the 
hoof, so to speak, the farmer went into cattle and hogs, not so much to make a 
profit on his cattle or hog operation as to sell his grain, and you had an increased 
production in meat. But just as soon as quotas allowed the farmer to sell his 
grain by the bushel rather than on the hoof he discontinued a probably unprofit- 
able hog and cattle operation and your production of beef and hogs went down. 
This is what has caused your increase in price. 

I think that if you want farmers in western Canada to remain in the beef 
and hog industry prices have got to remain where they have been over the last 
short period of time. If you go back to the 1961 prices they will not produce, 
because the surplus grain situation has changed and disappeared. If prices ever 
went back to that level, pork and beef prices to the consumer would go much 
higher than they are today, in order to encourage people to go into production of 
pork or beef, to make money out of that production, because you have not the 
situation where they have to do it to market a product that could not be 


marketed in its original form. I think this is the reason, and I think Mr. Basford’s 
conclusion is absolutely correct. 


Mr. McCuTcHEon: I would like to agree with what the senator has said; 
there 1s no question about that. I would also like to make a prediction for Mr. 
Basford. He has just seen the start of higher prices for farm products, because 
due to our full employment situation which exists in this country at the present 
time the farm population is leaving, and leaving rapidly; they cannot get labour. 


lg an 
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As a consequence, I think we have proven that the packers apparently have not 
had their hand in the till any further than maybe they were entitled to. But we 
are now embarking on a phase where you are going to have to pay for farm 
products, Mr. Basford, and the sooner it comes the happier I shall be. 

Co-Chairman Senator CroLL: He will not be unhappy. He just pointed it 
out, that is all. 


Co-Chairman Mr. Basrorp: No, but I think these are important comments, 
because we have had a good deal of evidence and questions directed against the 
distribution processes. If we are to concern ourselves with food prices at the 
retail level, then, much as some members of the committee wanted to avoid the 
subject, we have to concern ourselves with production prices at the farm level, 
and if we can stabilize those prices we will stabilize prices at the retail level. 


Senator McDonatp: Could I make one further comment? What brought it 
to my mind were the remarks of Mr. McCutcheon in relation to the farm labour 
problem. In western Canada, when the farmer could not market his grain he was 
forced to feed livestock to get a market. Of course, farm labour was easier to 
come by then than it is now. During the ’fifties and early ’sixties the majority 
of farmers in western Canada had a few sows and a few pigs; the majority hada 
few head of livestock. But we are living today in a land of specialization, or lack 
of farm labour. The average farmer today does not have any sows; there are 
not nearly as many farmers with livestock of any kind as there were ten years 
ago. Lack of labour has driven them out of it. 

Today, if you are going into a hog enterprise you do not have two or ten 
sows; you have 100, or 500, or 1,000; you are in a business. I think that all of our 
meat production in the future will come from huge operations that have to be 
financially sound as an individual operation. You are not going to find the 
farmers, of western Canada at least, and I would very much doubt eastern 
Canada, in the future who have cows, chickens, pigs and everything else. If they 
are producing hogs, they will produce them and nothing else; it has to be a 
viable operation. If they are producing poultry, they will produce nothing else; it 
has to be viable. 

This has not been true in the past, especially in western Canada. I do not 
know about the east, but I know it is true in the west. Your production in the 
future must come from a large operation, and nobody can have a large operation 
of the type I am thinking about unless it is viable, and therefore prices to the 
producer have to be at a level where he can pay for his investment, his operating 
costs and provide a living. I think you will see prices remain at that level. I think 
your deduction is absolutely right, that the majority of this increase as far as 
meat products are concerned has gone to the producer. 

Senator CARTER: I think practically all my questions have already been 
covered, but I would just like to clarify one or two points on this change in 
packaging. With soft drinks, when there was a change from bottles to tins, did 
the contents remain the same or did the tins have more or less in them? 

Mr. LANE: As you know, you can buy bottled soft drinks in 6 oz., 10 oz., 12 
oz. and 30 oz. sized bottles. I think when the tins first came out they continued to 
be sold, by and large, in about the 10 oz. size. 

Senator CARTER: What is the size of the ordinary soft drink bottle, common- 
ly used? 

Mr. LANE: Six usually. 

Senator CARTER: So you took that into account when you said there was an 
increase? 

Mr. LANE: No, I said it was unknown. 

Senator CARTER: Are the non-returnable bottles the same size as the original 
ones? 
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Mr. LANE: Yes. A number of the supermarkets are selling large bottles of, 
let us say, ginger ale or Coca Cola, something like that, in non-returnable 
bottles. When you have consumed the contents you throw the bottles in the 
garbage can. 

Senator CARTER: But they are sold in smaller bottles too? 

Mr. LANE: Yes. 

Senator CARTER: Was the refrigerator peanut butter jar that Senator Inman 
was enquiring about the same size? Was it just a different shape but the same 
size? 

Mr. LANE: I think there was a difference in size. We would have taken it into 
account; this figure would take it into account. 

Senator CARTER: That is what I am getting at. 

Mr. LANE: Yes, I have tried to take that sort of thing into account and 
express differences on an equivalent unit, either by per ounce, or per pound, or 
some agreed weight. 

Senator CARTER: Was there any special reason why tea in paper bags was 
not sold in the maritime provinces? 

Mr. LANE: I understand that initially the paper packaged tea bags did not 
sell, they were not acceptable to the Maritimes. 

Co-Chairman Senator CROLL: I still do not think they are acceptable. The 
Maritimes are very wise. 

Mr. LANE: They are beginning to move in there, and recently—in January I 
think it was—in Halifax they converted from gauze bags to paper bags. 

Mr. Chairman, perhaps I might just make one further point on the question 
that Mr. Basford raised. In comparing these movements of the different levels 
one would also have to take into account productivity gains in the different 
sections. The productivity gains in agriculture at the farm level might be quite 
sharply different from productivity gains at the packing plant or at the retail 
distribution end. So even though the movements might be the same, if there 
were different rates of change in productivity, then somebody is taking a little 
bigger slice of the pie, if there is a parallel movement in prices. 

Co-Chairman BASFORD: Yes, and the evidence from the Department of 
Agriculture is that productivity on the farm has increased greatly. 

Mr. LANE: Yes. 

Senator CARTER: Just one other question for clarification. On chart B-2, you 
say it is “Industry Selling Prices Indexes. Good Steer, Grade B, carcass”. Does 
that mean you have consolidated all these into this one chart? 

Mr. HoLMeEs: No. That is the specification of the commodity or product of 
the industry that is covered by the price index. 

Senator CARTER: You have converted these prices, you told us, back to 1961? 

Mr. HoLMEs: 1961=—100. 


Senator CARTER: 1961 is 100, and based on that you have worked out the 
variations since then. Are we to understand then that the same change is taking 
place in Grade B as in the good steer, the same index, or have these two been 
consolidated into one? 


Mr. HOLMES: No, this relates to Grade B, good steer. Am I wrong? Are those 
conflicting specifications? 


Senator CARTER: That is what I cannot quite understand. I do not quite 
understand the significance of this. 


Mr. HoLMEs: This related not to choice steers or commercial, but what, as 
we understand, is classed as good steer. 
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Senator CARTER: This relates to one product, Grade B? 

Mr. HoLMEs: Right. 

Senator CARTER: In the carcass form? 

Mr. HoLMEs: Right. 

Senator McDonaALp: Is that what they call ‘‘blue”’ branded beef? 


Mr. HotmeEs: The consumer price indexes for beef relate to both ‘“‘red” and 
““blue’’, do they not? 

Mr. LANE: Whatever the store’s policy is, whatever they handle. Some stores 
handle only choice or “red”? brand and some handle only “blue”; some handle 
only commercial and some mix them up, they will handle “red” and “blue’”’ 
together. We would stick with the grade in the store that we are getting price 
reports from, whatever their policy is. 

Senator CARTER: But when you get the price for Grade B beef, do not you 
deal with more than one, do not you have more than one price coming from more 
than one source? 

Mr. HOLMEs: Oh yes, across the country. This represents the movement for 
Canada as a whole. 


Senator CARTER: These are Canada as a whole? 
Mr. HOLMES: Yes, it represents the industry’s movement. 


Senator CARTER: You have nothing similar to choice beef, but I assume if 
you did have it would follow the same pattern? 


Mr. HOLMEs: I am not sure whether we price choice. In our price work we 
may select one specification to represent a group. Where the movements of 
several related grades are not the same, then we would want to price more than 
one, but if they move very closely together in what we call “price families” we 
would take a sample of one out of them to represent the group. I cannot tell you 
offhand whether we are also pricing choice. I think we may. 


Mr. CHOQUETTE: Do you have a French copy? 


Mr. HoLMEs: I do not, but I can have it translated and made available, if 
you wish. 

Mr. CHOQUETTE: I would be delighted. May I bring up the following ques- 
tion, and I say this without any fanaticism. Perhaps you have a very good reason 
for not having a translation. I just want to say that during the weekend I 
attended a political meeting at which there was put to one of the two major 
parties in the Province of Quebec a motion to the effect that Quebec should be 
declared unilingual, and it was a very tight vote. A year ago the same motion 
was put to the other major political party, Union National, but they did not deal 
with it. People like myself who fought that motion do not want Quebec to be 
unilingual. One ground on which we base our argument is that bilingualism is 
making a lot of progress across Canada, but if bilingualism is not fully respected 
in this building, in the Parliament of Canada, then we shall have no argument to 
produce against the motion which was presented last week. Please help us to 
create a Canadian ideal. Would it not be possible for an official institution such as 
D.B.S. to present a report in French, so that we can tell our people in Quebec 
that you have full bilingualism in the Canadian Parliament? Please, I am asking zs 
you. 

Co-Chairman Senator CROLL: Dr. James, have you anything to say with 
respect to that? 

Dr. JAMES: Mr. Chairman, I feel I should explain to the committee that the 
Dominion Bureau of Statistics should be absolved of all responsibility with this 
problem which has arisen. The sequence of events is that Professor L.A. Skeoch, 
of Queens University, was scheduled to appear before the committee this 
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afternoon, but because of illness in his family he was unable to come. We did not 
learn this until Friday, I believe, and Mr. Holmes was kind enough to agree on 
the basis of two days notice to appear before the committee to present this 
evidence. 

Now, I felt that this was an imposition on their resources, and I must say 
that I was glad to see that they were able to appear at all, and if they could 
not have the material available, I know it was simply because of the lack of 
time. However, I personally will accept the responsibility for this difficulty. 


Co-Chairman Senator CROLL: Mr. Choquette put it very well. He said, “Help 
us to accomplish what we are trying to do.” He can understand that in certain 
circumstances that is exactly what happened, and there is nothing one can do. 

You will understand, Mr. Choquette, that the Senate was called into session 
this afternoon. There have beeen 20 committee meetings today, and it is just 
impossible to get enough people to administer these sort of things, and some of 
us have to go without, that is all. I am sure that everybody will understand. I 
do think the point is made that from a government department it ought to be 
automatic, that is the point, and we will leave it at that. Thank you. Has any- 
one any further questions? 


Mr. McCutTcHEon: I have one more observation I would like to make, Mr. 
Chairman. I cannot vouch for the accuracy of these figures which I have in front 
of me, but on the basis of quick arithmetic and the figures you gentlemen have 
been good enough to give us, the producer’s price is up 27.4 per cent since 1960. 
Pork delivered to retail is up 33 per cent. Bacon is up 27 per cent, but fresh pork 
at retail is up 41 per cent. This is based on figures between October 1964 and 
October 1966. Have we found the gentleman in the woodpile? 


Co-Chairman Senator CROLL: That is what you call instant arithmetic. 


Mr. Hotmes: Are these figures based on calculations using the index provid- 
ed in these tables? 


Mr. McCuTcHEONn: Yes. 


Mr. HoLMEs: Then they must be right, apart from any calculation made. I 
could work this out by longhand without my machine handy. 

Mr. McCutcuHeEon: I do not think it is necessary. If there was a bad mistake 
in the arithmetic I would be embarrassed, and nobody wants to be embarrassed. 
You might check that through for us if it could be done. I would appreciate 
having these figures verified. 


Mr. Hots: The first figures comes from the A-1 table, the second from the 
A-2 table, and the third will come from the A-5 table; is that correct? 


Co-Chairman Senator CROLL: I think that is right. 


Mr. HotMEs: I can verify those figures. Would you like me to verify them 
right now? It is a matter of doing it in longhand. 


Co-Chairman Senator CROLL: We might as well have it now. 


Mr. HoLMEs: The figures we end up with here by our rough calculations are: 
at the producer level, up 29 per cent; at the slaughtering meat industry level, up 
30 per cent at the retail level, fresh pork, up 24 per cent. At the retail level— 
we are using the same figures—the index on fresh pork has moved from 104.5 
in 1964 to 129.1 in October 1966. This is table A-5. So it must be less than 29 
per cent. 

Mr. McCurtcuHeEon: I stand corrected. That must be so. 


Co-Chairman Senator CROLL: Are there any other questions? If not, may I 
first say that we are going to hold a meeting of the steering committee here now. 
I want to thank Mr. Holmes and Mr. Lane for coming back here and giving 


us some further very useful information, which will become part of the record. 
Thank you very much. 


Whereupon the committee adjourned. 
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TABLE—A-1 


WHOLESALE PRICES SECTION 
Wholesale Price Indexes of 
Canadian Farm Products at 
Terminal Markets 
Base: 1961=100 
Commodity: HOGS 


Selling prices at public stockyards 


1961 1962 1963 1964 1965 1966 
MAMIBEy Co ASL CEA Ak teense) 20610 92.2 105.1 92.8 92.4 150.9 
Ory tc aan tr bak ay 105.5 94.9 102.4 95.4 95.3 156.3 
MRNE Dh! GLC ue sk gh) 9) Oe 96.7 93.1 93.7 89.4 96.3 133.6 
oa Sa ae AA, Selig Soe Raa ee 90.4 94.2 85.2 87.5 96.7 117.0 
SA Ee ie ce ok ee hc ge 96.3 100.6 94.0 92.1 104.6 128.9 
LST SES ee oar, SA ek Se Oe ea 103.7 110.9 103.5 103.7 123.8 136.3 
“1 ceigie alge el, toe ok ade bai Gk 106.8 116.3 106.0 98.1 128.3 122.7 
RE eles SA TEM <0 OP ieee ae tiae 0 La 114.8 101.9 98.0 128.3 124.8 
PUG PDOT 55) E BES ALA 101.2 105.1 98.1 97.3 128.3 121.1 
Us ald yp Reed RMAC, Ee Sea 102.2 104.1 89.8 93.7 129.5 121.1 
PETIT s HPN GN S508 Cea 96.8 107.0 92.7 93.6 136.4 
0 92.5 147.0 


WECEIN DED tie Tee! 92.9 106.6 92. 


Source: Basic price data collected by Dept. of Agriculture. 


TABLE—A-2 


WHOLESALE PRICES SECTION 
Industry Selling Price Indexes 


Base: 1961=100 
Commodity: PORK, FRESH OR FROZEN 
Prices, delivered to retail trade 


1961 1962 1963 1964 1965 1966 
OTE ae Se 108.0 90.8 105.1 92.1 96.2 135.6 
BN as MPR... a es 106.4 91.6 104.5 93.0 100.6 138.8 
UD SS a ee Gee 100.6 91.0 98.8 89.7 95.8 120.0 
RR st Re hn ks deed 93.2 91.9 91.6 88.2 94.7 106.7 
A) 0 RS. Sea 98.1 100.3 96.3 91.2 96.6 114.1 
Gates soi va + Pathe es xe» Pot 105.9 114.4 110.6 106.4 118.6 127.9 
RAR es a. fa ove Ak ENG hese: 0 espera eho 105.5 118.6 110.2 100.9 117.7 123.4 
Me 2s, ALAM a 98.4 118.5 103.6 101.3 118.3 127.9 
OS i oe ae ee 99.8 111.2 102.0 104.1 117.6 132.7 
Serene... MARL oo. Bl 99.0 111.2 96.6 101.5 129.0 131.6 
movember.....i08k ...... Qh 92.9 107.7 91.9 97.3 129.6 
7 96.9 136.3 


ecembor,..,. 2 £0... ....e 92.1 106.5 92. 


Source: Basic price data collected by Dept. of Agriculture. 
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TABLE—A-3 


WHOLESALE PRICES SECTION 
Industry Selling Price Indexes 


Base: 1961=100 
Commodity: HAMS, CURED 


Prices, delivered to retail trade 


1961 1962 1963 
JANUAEY ie Ae cee 103.4 97.3 106.3 
WeDCUaly © oo see eid oes see 103.6 97.6 L055 ¢ 
IME Gliese ess a gd eee 102.6 97.0 101.9 
ADEM eee ta nace: ¢Meneen tiene 99.1 95.7 96.6 
NEOs Meee es ors Co erin one ee 95.7 98.9 95.5 
SURE Re eer reat 2 Vata acu eres eke 97.8 105.3 101.9 
HU Piaget. 6 dae eee 98.8 110.7 103.6 
RO IIGE ele Seer ASM re cho 101.0 114.6 104.3 
Bee MA Cli. ticus sun dmew jake 101.0 109.0 101.0 
DOLOWE Te we awe ce eee eee 100.1 107.5 99.4 
DIG UREOA DCS an oier us ane 4s aeecacrett 98.8 106.8 96.6 
WCCO! 71. ben. aly meat ete 98.4 106.8 98.4 

AVETARC A seen arerarer is eet 


Sourcs: Basic price data collected by Dept. of Agriculture. 


TABLE—A-4 


WHOLESALE PRICES SECTION 
Industry Selling Price Indexes 
Base: 1961=100 

Commodity: BACON AND SIDES 


Prices, delivered to retail grade 


1961 1962 1963 
JAUUBT YS 5.05. co See tas «as 99.7 91.2 99.4 
figs) 0; 01: ee ol) | OY 101.5 92.1 99.4 
Marelts:;...:b¢ sae a. ee 98.5 90.0 96.2 
ABMS. oy ee eee 93.4 Orel 88.7 
May: BIE. 15 Sakae eee eee 94.8 94.8 91.8 
DUD eds oie. aR Ss 99.6 100.4 97.6 
Nik: oot ee) eT ee ae 100.7 105.2 98.9 
Pee. er ee, Oe 103.1 109.9 101.0 
Peptetiber,.... JR SEL ow. ccc. ob 108.6 110.6 100.9 
Octal 7. i471 AEE scs kk 109.3 103.8 91.6 
Norember;.... a. SeLet: Se 97.8 99.7 84.8 
Tee. 50, «dy dee . se 93.5 100.5 85.5 

[OGY ee a 


Source: Basic price data collected by Dept. of Agriculture. 


1964 


97.5 
98.8 
96.8 
95.0 
95.9 
101.5 
101.2 
101.4 
100.4 
98.8 
ty a 
97.8 


1964 


86.7 
89.6 
87.8 
88.5 
89.8 
95.8 
91.8 
94.8 
97.8 
95.2 
94.0 
92.5 


1965 


wy ae 
100.2 
99.4 
98.4 
aoe 
112.6 
116.6 
118.4 
115.4 
118.2 
122.6 
137.2 


1965 


© 
BS) Sh fo, Sto Sa to. Ge- po ag 


1966 


137.5 
142.9 
133.1 
117.0 
118.0 
124.7 
122.1 
128.6 
123.6 
125.1 


1966 


126.8 
131.0 
122.8 
113.3 
116.9 
126.5 
126.6 
136.3 
135.4 
130.5 
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TABLE A-5 


RETAIL PRICES SECTION 
Consumer Price Indexes 
Base: 1961=100 
Commodity: Fresh Pork 


1961 1962 1963 1964 1965 1966 
AUS CE) pl a a eee eet 103.2 97.4 106.1 99.6 102.6 130.9 
PCIOTUOLIY G | 6 6 iss sP2BO cin nnse nore 102.1 95.7 106.7 98.5 103.0 133.6 
VU 1 ee ee eee ee 102.5 95.8 105.0 97.1 103.1 135.1 
POtily. 6 s. TUS Thats weiss bs 98.3 95.5 101.1 97.0 101.7 124.2 
UES) Soe a eee i 95.4 95.7 97.4 97.6 101.1 118.2 
LOGS | eee ce ae ee 98.9 100.8 102.5 101.0 107.8 124.1 
i gat ee) oe oe 99.9 107.4 105.0 103.4 114.8 124.9 
ACURA A eee eee oes 7 een 1 101.7 1 107.2 105.3 116.2 125.5 
Depremiber. <7: 28 Reo ee. 101.0 109.8 104.0 105.3 118.2 127.5 
OBCODETS «0.5.4.2: REF. cee cad. 100.7 110.9 103.3 104.5 118.5 129.1 
Provember...3...4.602...010. 2. 98.8 108.4 100.7 102.7 123,4 
December..... a ey Seer ee 97.0 106.2 98.8 102.0 126.8 
a SS 8 88 AE ES oe ~ | 


————— 


TABLE—A-6 


RETAIL PRICES SECTION 
Consumer Price Indexes 
Base: 1961 =100 
Commodity: Cured Pork 


ees 
—————————— 88555 


: 1961 1962 1963 1964 1965 1966 
ee ee Pe a ee 
BEY oo fick ARs vale non nd apes 98.4 99.1 106.2 97.1 101.5 136.2 
BOSE ks Ao ks sv he aaldese we 101.3 97.9 106.2 99.2 102.1 141.2 
TE SEA Le aan ret 101.2 97.1 105.3 99.6 102.2 142.2 
Remco sincere seen negnees 98.6 97.3 102.7 99.6 102.3 132.4 
eo, SS ey eae eRe eae 96.6 97.7 99.7 98.3 102.3 125.3 
SO ee 2 ee 97.5 99.9 100.7 100.7 10721 130.6 
| ae a re eae 98.3 104.9 102.6 102.7 115.1 130.7 
EE neers! ein 101.5 110.4 104.4 103.4 123.7 135.4 
MEMO RE 6... cndessccs denen. 10143 111.9 106.0 102.0 125.7 138.2 
SO a. son exis Pula gE Ys 102.8 108.3 104.3 103.5 125.8 132.5 
MEI OT aby aan scion rod 102.4 108.1 101.6 101.8 125.8 
OR DOT 5. vad cn ce esa cees 99.8 107.3 98.9 102.1 128.4 


ec ee Se ee Ns oo a ee ea TN ree ee) 
RMR ot She a Bled. ce: be 


ee ee ee ee eee ee ee ee Oe ee ee 
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TABLE—A-7 


RETAIL PRICES SECTION 
Consumer Price Indexes 


Base: 1961=100 ; ; 
Commodity: Bacon, side, fancy quality 


nnn EEE EDEN 


1961 1962 1963 1964 1965 1966 
SES gels ah I Bl 95.4 99.8 105.8 94.0 99.5 138.7 
PPOLIMUALY sits ciao cea as ae ashe ears 99.7 97.6 105.6 95.4 ° 99.7 144.0 
Raters 5 csv acres « he ene 100.7 96.0 104.7 95.8 99.8 144.1 
JOOS athe & ciel eNO 06 einer gia ae a 96.6 96.2 100.4 95.4 100.1 131.2 
IES oe Lo gp SR Age 94.9 97.8 97.4 95.4 101.3 129.2 
SUN GeeT eck k vceris kee te hein 96.8 100.1 99.0 97.6 108.4 132.8 
CNG hh fac a 98.0 106.4 Iie? 100.1 119.8 136.1 
APRs eae. Sree ree lee ee 100.7 111.9 102.7 100.9 130.5 142.4 
Ra DOMt tees Doty ea Se vee os 103.1 112.5 103.9 101.0 135.3 147.3 
CVO OCESEL eck ste re ebe os eere 107.4 112.5 103.1 102.5 133.8 141.9 
DO MOMOOI gs a 4iu sa adendencdys see 105.6 107.4 98.9 100.9 132.4 
Pee OM NOV ssh onc de omices scare 101.3 106.2 95.2 100.7 131.5 
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APPENDIX NO. 10 


SPECIAL JOINT COMMITTEE OF THE SENATE AND HOUSE OF COMMONS 


ON CONSUMER CREDIT (PRICES) 


The following replies are extracted from correspondence dated Novem- 
ber 10 and November 24, 1966 and received from the Canada Department of 
Agriculture over the signature of Mr. S. B. Williams, Assistant Deputy Minister 
(Production & Marketing). 


Lior 


p. 186: 


Dp. 190} 
Da 193) 
194: 


De 218: 


Dp, 220% 


oO 251° 
MEP AE ihe 
p. 241: 


Oo 


p. 304: 


D. S162 
©, 31935 


Percentage of domestic and foreign produced food retailed in Canada. 
The reply is based on average consumption in the period 1960-1964. 


Domestic Origin)... ..... WWF... e5 78 per cent 
TEKS ERB Gch. BO ye a weed 22 per cent 
Fotal food consumption ../ 4.4.4 100 per cent 


Comparison of Canadian and U.S. egg prices. (See Schedules 186-1 
and 186-2 attached.) 


Day-to-day trends in prices to producers (May-October). 
(See Schedule 190-1 attached.) 


Mr. Cameron asked a question about the chief cause of the sharp 
increase in beef exports to the U.S. in 1965 and 1966. (See 
Schedule 218-1 attached.) 


Mr. Olson asked for some information relating D.B.S. retail prices 
to the samplings of the Department of Agriculture. 

This information is included in our reports to the Committee respect- 
ing the anatomy of a pig and the anatomy of a choice steer. 


Anatomy of a pig. (See Schedule 231-1 attached.) 
Anatomy of a choice steer. (See Schedule 236-1 attached.) 


Tobacco: Revised Statement submitted by Mr. C. R. Phillips, 
Director General. (See Schedule 241-1 attached.) 


The portion of the total milk production in British Columbia handled 
by the Fraser Valley Milk Producers and the Vancouver Island Milk 
Producers. 


90S Mas br eee Mass Bo ce te a 50.0 per cent 
BOG ieic.d ct Gee oe En ea Bis 51.5 per cent 


Fruit and Vegetable. (See Schedule 316-1 attached.) 


Return to farmers from a loaf of bread. 

The farmer receives for the wheat in a loaf of bread approximately 
12 per cent of the retail price of the loaf. We do not have figures 
which break down the cost structure of a loaf of bread to include 
the return to the farmer of the other agricultural raw materials. 


JOINT COMMITTEE 


1502 


D0 *LD ‘Tdap7 "1d3$ 
82 vk oe ve A 61 


‘OLNONOL ‘SNOLYVD ‘YNSLVWWOSNOD ‘OLNOYOL 
‘SNOLYVD ‘WVL3G NY SOND ‘NOGNO1 ‘SunsLondodd 
$09 V VAVNVD SIYOOZLVD $AN3ZO $30 Xldd 


CSO me 


LSéL eB 


Ry i g = < 
Q rn ~ Sea is sd 
SE 


inov ‘onv 


“THAF ATA NIA SNNS 
S cz 9 v2 Ol Ll? 


“SNOLYVD NI OLNONOL LY SYSWNSNOD OL ONY 
TVLSY OL SIVS2TOHM ‘NOGNOT LY SYSDNGOYd OL 
$993 3ZIS 3DUV1 V SGVYS VOVNVD YOS SAdI8d 


IVW AVA 
el l 
0 
o€ 
02 
oY 
0S 
09 
OZ 
08 
3NIVZNOG 
V1SLNAD | o¢ 
N3ZOG 
Yad SLNID 


T-98T eTNpseyog 


1503 


CONSUMER CREDIT 


tO eet OO “Ld3S “Ld3s inov ‘ONv 
(i! S$ 4 Z v2 ol 


“OLNONOL ‘SNOLYVD ‘UNALVWWOSNOD ‘OLNONOL 
"SNOLUVD “TIVLAG NY SOND ‘NOGNOT ‘sunaLoNaoud 
‘SOUD V VOVNVD SIYO9SLVD S4NJO S3d X1ud 


c-98T eTnpeyog 


“Tune ATA Ninf = aNnar IVA AWW 
lz el 62 Sl l 8k p 
0 
0z 
oe 
ae OR 
inane : ov 
: 0s 
09 
02 
08 
"SNOLYVD NI OLNOYOL LY SYSWNSNOD OL ANY 
WVL3Y OL STVSSIOHA ‘NOGNO1 LY SYBDNGONd OL 3Nivznod 
$993 3ZIS BNYV1 V AGVYD VAYNYD NOS S3DINd V1SLN3D re 
N3z0a 
sd SLN3SD 


1504 JOINT COMMITTEE 


EGG PRICES — 1965 — LE PRIX DES G@UFS 


(Canada Grade A Large Size Eggs in (Canada Catégorie A’ Grosseur Gros en 
Ontario at Various Levels of Sale) Ontario A différents niveaux de vente) 
Wholesale to¥Retail Retail Toronto 
Toronto in Cartons ; in Cartons 


Producer Price = == 
London Spread Grossistes aux Spread Aux 
— détaillants en consommateurs en 


Date Aux producteurs Weart cartons a Toronto Beart cartons Toronto 
POU, NOAM 5 2 vines om : 27 11.9 38.9 9.1 48 
Loeb ys ase 24.5 12.1 36.6 8.4 45 
1 etn evar 22.0 12.8 35.3 8.2 43.5 
Dd Nie, Same. AM 20.5 14.4 34.9 6.6 41.5 
AVEVAROS <4. 04 23.6 12.8 36.4 8.02 44.5 
LC i ee ae 19.5 15.5 35.0 6.5 41.5 
ee eee ae 22 14.3 36.3 6.2 42.5 
165 Bsc 2325 14.1 YOR 6.4 44 
Pa oe ah: 24.5 14.4 38.9 oer 44 
AWOTOMEE cuss a> a 22.4 14.6 36.9 6.05 43.0 
WEAR cee ce ale wks 26.5 13.4 39.9 eek 47 
Cy ee 2.5 14.3 39.8 2 46 
NG ae chee oo pes as, 14.3 29.8 6.2 46 
A See 26.5 13.2 39.7 6.3 46 
BOs. oie 13.3 40.8 6.2 47 
PAV OTRBO MW oss cnn 26.3 Ta. 7 40 6.6 46.4 
Peprte Oaeces ack. Ciao 14.0 41.5 6.5 48 
Lie, anaes 29 12.4 41.4 4.1 45.5 
LN gees ener 29 12.8 41.8 4.7 46.5 
4 je) No See 30 11 42.1 6.9 48 
Average 28.9 12.8 41.7 5.5 47.0 
May 4... 30 12.3 42.3 5.7 48 
ih Ue Sa eA 29 13.4 42.4 Bao 48 
18 28 14.1 42.1 5.9 48 
iis Seer eee 28.5 12.8 41.3 6.7 48 
JAN'CTACC des etna 28.9 Tee2 42.0 5.9 48 
SURG, ele we ce ep pe 28 12.7 40.7 1.0 48 
ee ee eee 28 1Zey 40.7 7.3 48 
ie De eee 29 12.0 41.0 10) 48 
ed ee eases 29.5 12.0 41.5 5.5 47 
1) ee are ean 29.5 12.0 41.5 6.5 48 
AWVETS POP ss enn 28.8 i203 41.1 6.7 47.8 
i bd age Sear 29.5 12.1 41.6 6.4 48 
iE ie pee 30.5 11.4 41.9 6.1 48 
SMEs Rxinaths we 30.5 11.6 42.1 6.9 49 
ri Saar cone 32.5 5.1 /.6 6.4 44 
ANVOPAPOD occ ews in 30.7 10.0 40.6 6.4 Lad 
1 Ae eee 35 1220 47.0 5.0 52 
10. ¢. 40 11.6 51.6 3.4 55 
17 40.5 12.0 62.5 6.5 59 
Daas tt. es 40.5 9.7 50.2 8.8 59 
31 37 14,2 51.2 7.8 59 
TOPE DO iss ae <i 38.6 11.9 50.5 6.3 56.8 
OS Sy pe 36.5 13.8 50.3 8.7 59 
| ee 38.5 12.3 50.8 6.7 57.5 
- Pe eee 42 17 53.7 4.3 58 
a ee 47 10.3 57.3 5.2 62.5 
le re 41.0 12.0 53.0 6.2 59.2 


~ 


(Canada Grade A Large Size Eggs in 
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EGG PRICES — 1965 — LE PRIX DES QUFS 


Ontario at Various Levels of Sale) 


Producer Price 


1505 


(Canada Catégorie A Grosseur Gros en 


Ontario 4 différents niveaux de vente) 


Wholesale to Retail 
Toronto in Cartons 


Grossistes aux 
détaillants en 
eartons a Toronto 


London Spread 
Date Aux producteurs cart 

WO, On est es > 47.5 1S 59 

TO et 50 14.4 61 

TORE ate tt ane: Soe0 1h 64 

DOS e nee oe bee 53 12.8 65 

BA WOT OT cee oes rok 51.0 oe 62 

ee ey eee 50 14.7 64 

OW ee one cds 48.5 15.0 63 

ce: ae 49 13.0 62 

SE 53 1045 63 

SOM Acasa: 53 11.0 64 

PA Veragen. i. a. SOeF 13.0 63 

‘0 2 a Cs 50.5 12.8 63 

1A ORinsan «ms 51 13.0 64 

ZA < OONES  are OLD 11.8 63 

DSi MO cis oe 47 12.2 59 

Averagea.oil...... 50 128.5 62 

Average for year .. Fi) | 12S 47 
Average May to 

October inclusive 30.3 11.9 48 


Spread 
Heart 


Retail Toronto 
in Cartons 


Aux 
consommateurs en 
cartons Toronto 


a Co C1 Or o> 
Ou bo © CO bO 


co ~INICO CO 
Sow ore 


loon) co GO Co NJ 0O 
— 


= oO anor 


o> 
iN 
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EGG PRICES — 1966 — LE PRIX DES GUFS 


(Canada Grade A Large Size Eggs in 
Ontario at Various Levels of Sale) 


Producer Price 


London 
Date Aux producteurs 
FAT A te re 39.5 
1 ae ee ara 3425 
1G. ae eee seen: 34 
ON oA ea oh 20 
AVOTRGO es as ses By 2 
Webee laees veces: 36.5 
Pee ae a ahao 
ocr epee) 
Vs) TS |S SO ee 38 
Average 37.4 
LEV os Fo on 38 
Ce es re 38.5 
SOR eee 40 
a. 0 42 
OU cg a 44 
Average........... 40.5 
PDT ae Oe Ai ois 46 
BOO ech al 46 
it Sr 46.5 
ae 46.5 
PAV OLAS varie os vance 46.3 
Conk CRE ae eee 46 
LU nee eee 42 
U7 ee eg OE 39.5 
oo EE CO ar 38 
tae Swish eect Si.0 
AV OTAZC cise ca ess 40.6 
DUNO! Pies «os ey is 36.5 
2 eee 36 
A i Oa ee 36 
toe re TE 36.5 
Average ce ses cs: 36.3 
Sully Peo sters oko, dn 38 
Raat ss eeeits 40.5 
Toate eee hits 41 
|: ee ae 47.5 
PAN OTAGOS ois ccctcle 3 41.8 
Pulte er. ee 49 
ue Dowd 
BUC TOR Oe Ke iy 55 
7h eR ee eee 54 
30... 53.5 
ANOTARO.. oc oi os. 53.0 
Sept e Ons ade. ax 52.5 
Ag eee 53 
Beers oA fa, 53.5 
CERO e ME 53.5 
Average........... 53.1 
Average for year 
- SRE ee 42.9 
Average for May to 
Sept., inclusive.. 45.1 


Spread 
Ecart 


— 
. to ° . . . . ° 
“NN COnNDrR TO Re STOR CO N NOON ON BS RR Or 


—" 
. . . . . . = . . ° ° 
— “TR OOO e OWact Do Nee 


_ 
bo 
or Nor 


12.9 


(Canada Catégorie A Grosseur Gros en 
Ontario 4 différents niveaux de vente) 


Wholesale to Retail 
Toronto in Cartons 


Grossistes aux 
détaillants en 
cartons a Toronto 


54 

49.2 
48.1 
48.3 


49.9 


48.6 
49.4 
49.6 
50.1 


49.4 


50.7 
51.3 
52.2 
54.5 
57.2 


53.2 


58.9 
59.4 
59.8 
59.2 
59.3 


55.8 
52.7 
51.6 
51.2 
50.3 
52.3 


49.6 
48.7 
49.1 
50.2 


49.4 


51.5 
54.1 
57.3 
61.5 


56.1 


63.8 
66.3 
67.9 
66.4 
66.2 


66.1 


64.8 
65.4 
66.0 
66.2 


65.6 
55.8 


58.0 


Spread 


Keart 


PS ABAMN | NNOH © wWHDO 
— woonw WO ORD oO NOWSO 


— 


CO NNDG F NOS PR BP prow N MHGH © HHHSO N WNOS 
oO WOonrb do CORR Tb So anon D> OOWwW > bd wmeowoobp RS WHR & 


ao 
oe 


“th, 
—" 


Retail Toronto 
in Cartons 


Aux 
consommateurs en 
cartons Toronto 
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EGG PRICES — 1952 — LE PRIX DES QUFS 


(Canada Grade A Large Size Eggs in (Canada Catégorie A Grosseur Gros en 
Ontario at Various Levels of Sale) Ontario a différents niveaux de vente) 
Wholesale to Retail Retail Toronto 
Toronto in Cartons in Cartons 


Producer Price —_ — 
London Spread Grossistes aux Spread Aux 
détaillants en consommateurs en 


Date Aux producteurs JEcart cartons 4 Toronto Eeart cartons Toronto 
May — lenges rere 33 9.0 42 6.0 48 
Re 33 8.0 41 6.5 47.5 
ye eae ol 9.0 40 io 47.5 
USE chicks ovixin 6s 30 9.5 39.5 7.5 47 
Lt a 32 8.5 40.5 4.5 45 
AMOTALC a. nates xa 31.8 8.8 40.6 6.4 47.0 
UNE 1S, as Gee 4 oa us 33 11:5 44.5 5.5 50 
c (agg > eer 40 14.0 54 1.0 55 
ee 42 10.5 52.5 6.0 58.5 
7 ee 43 9.5 52.5 9.0 61.5 
COE ez sees avs) 43 9.5 5255 9.0 61.5 
DN VOERP OC ecr «icc wes 40.2 11.0 LY fy: 6.1 57.3 
Jive Gem: ade. cds 47 12.5 59.5 6.0 65.5 
[ee 53 1235 65.5 8.0 1365 
2a Aig aN OA 56 9.5 65.5 10.5 76 
OD ieee hos de 51 10.0 61 12.0 73 
A VOCTALCig. arte: sissies 3 51.8 cy op 62.9 9.1 72.0 
MT Steels. 5 ek one. Soh 48 10.5 58.5 14.5 73 
1 49 13.0 62 6.0 68 
"Dose. RR Ran 2 54 12:5 66.5 5.5 72 
DSUs cee S30e 0 3 52 12.5 64.5 8.5 73 
AR OTOI Cn 4 icy. skis iss 50.8 12.1 62.9 8.6 ilgo 
PAENE 2 ath hh es s 48 14.0 62 » 8.5 70.5 
ER 0 RES 50 13.5 63.5 975 73 
jie Se 56 8.0 64 9.5 73.5 
yx pants, sepa 50 11.0 61 12.0 73 
S0e Twas es 56 9.5 65.5 10.0 75.5 
PAN OIA SC. oo. 2 yn bi: 52 1L2 63.2 9.9 tock 
CS Saling Psess OE epee 59 12.0 71 7.0 78 
Te ae ee 58 11.0 69 8.0 77 
SUNG rl ee. 60 12.0 72 See ei 
Doe Bus, COLO. 63 11.0 74 one HON) 
RV OTAGCe, ma: «os os.» 60 11:5 (pg 5.9 77.4 
Average for 
G monthss.:.-..: 47.0 10.9 57.9 7.4 65.6 


1508 


(Canada Grade A Large Size Eggs in 
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EGG PRICES — 1951 — LE PRIX DES QGUFS 


Ontario at Various Levels of Sale) 


Producer Price 


London Spread 
Date Aux producteurs EKcart 
May 1 53 10 
8 not available 
15 
Bos, 55 9.5 
LOS, «an 55 10 
PA VCRER OGM ne inuc say: 54.3 9.7 
PURG aaa 2 ox 56 9.5 
(0S 56 11.0 
1) le ae 62 A hes) 
OU ee weeks ies 64 9.4 
AN EPA SEO exces iv ah 59.5 10.4 
Al 2 Gee se 64 10.5 
UE. ph: Sn 70 10.5 
AACS kote ie 63 VES5 
U3 ite Saas 64 1255 
pi Spe ee 67 6.5 
PA VETORC oe te os 54s 65.6 10.3 
Jqbeay fhe 64 9.0 
i epee aa 65.5 10.5 
Zaks 67 9.5 
28. 70 10 
ANGISte....s... 66.6 9.9 
ics Ae: see aa 68 iL@ 
hs Cie Ee 65 10.5 
i) ken 66 11,0 
| a ore 69 TE25 
Average? o...... 67 Lea 
Ec ane a 66 12.0 
ae A 65 12.0 
1: ee ee 69 10.5 
a 68 11.0 
eae fh ois 58 ei) 
Average: }) >. 5): 65.2 ess 
Average for 
6 MONTHS... ... 63.6 1Geo 


Grossistes aux 
détaillants en 
cartons & Toronto 


Wholesale to Retail 
Toronto in Cartons 


© OLOtrOwSr or Oorer or 


Cr9o1enr 


Spread 


RKeart 


(Canada Catégorie A Grosseur Gros en 
Ontario A différents niveaux de vente) 


Retail Toronto 
in Cartons 


Aux 
consommateurs en 
cartons Toronto 


~J 
or 


mH OOK WOON 


— et 
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1965 
EGG PRICES U.S.A. PRIX DES GUFS ETATS-UNIS 
Average Price Grade A Large Size Eggs Per dozen Prix moyen par douzaine d’ osath pour la catégorie 
at mid-month A Grosseur Gros (au milieu du mois) 
Del. Wholesale Consumer Price 
Received by to Retailers Los in Urban Areas 
Farmers U.S.A. Angeles in cartons — 
— — Prix aux 
Recu par les Spread Du grossiste aux Spread consommateurs 
prodiucteurs — détaillants Los — dans les 
i. U; Ecart Angeles en cartons Feart centres urbains 
PORMALY 200 cls. ain 31.4 8.6 38-42 12.0 52.0 
Bea TR ab ee 5 eg! 5.4 34-39 12.4 48.9 
March.. 16A 30.8 4.7 33-38 11.9 47.4 
Aerie cit. RADE . 32.9 4.6 35-40 12.9 50.4 
Aner inka seat 29.5 5.0 32-37 15.2 49.7 
aunee. 0 ah 30.0 545 33-38 12,1 47.6 
Maly AT ot. canst 31.6 6.9 36-41 11°30 49.5 
August... 34.2 0 39-44 9.9 51.4 
September........ 36.2 9.3 43-48 10.5 56.0 
October shes: cris 37.0 10.5 45-50 1153 58.8 
November........ 38.0 v5 43-48 12.8 58.3 
December........ 41.2 10.3 49-54 10.8 62.3 
Average 
§OP-VOATs hn and 33.7 ay t 40.8 a4 0 52.7 
1966 
ganuary 2 £214. .o! 37.5 11.0 46-51 11.0 59.5 
February......... 41.3 10.2 49-54 10.3 61.8 
Up eee 41.6 11.9 51-56 8.0 61.5 
mT eee eee 38.3 10.2 46-51 11.5 60.0 
May.. 33.2 9.3 40-45 1345 56.0 
DUNG a: Wace ines 32.9 9.6 40-45 8.0 50). 5 
lye wet ek Ea 35.4 8.1 41-46 oF 53.2 
Average 
me | ae 37.2 10.0 47.2 10.3 VG) 


Source—Poultry & Egg Situation U.S.D.A. September 1966. 

Source—Poultry & Egg Situation U.S.D.A. Septembre 1966. 

Nore:—-Spreads and averages were determined by using the mid-point in the wholesale to retail price. 

A NoTER:—Les écarts et les moyennes furent déterminés en employant le point mitoyen du prix du 
grossiste aux détaillants. 


Mr. Cameron asked a question about the chief cause of the sharp increase in 
beef exports to the U.S. in 1965 and 1966. 
The increase in beef and veal exports from Canada that occurred since 1963 


has been primarily due to the availability of boneless beef from the increased 
volume of cow slaughter. 


Total exports of beef and veal Exports of boneless beef» 

% change from % % change from 

Year Pounds previous year Pounds previous year 
BP nna 8 tda totes Chae Veh sare ata 19, 920, 000 — 8.4 9,424, 800 — 8.3 
Ei, a0 he, Sy SRDOR EAN aces gale dm 34, 242, 100 + 71.9 15, 982,015 + 69.6 
OS a Ge Pana 60 Pear peer sey 82,704, 500 +141.5 42,449, 005 +165.6 


aSource: Trade of Canada Exports. 

bSourcr: Markets Information Section, C.D.A. 

Note: Preliminary figures for exports to the U.S. from Canada to October 29, 1966, show a total of 
47.8 million pounds compared with 49.2 million pounds for the same period in 1965. 
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Cow slaughter in 1963 totalled 595,000 head (11,442 weekly) and by 1965 
had increased to 842,000 head (16,192 weekly), an increase of 41.5 per cent. In 
1966 the slaughter of cows in Canada was substantially above levels of a year 
ago until May. Since then cow slaughter has been under year ago levels. To the 
end of October 1966 cow slaughter totailed 648,769 head compared with 636,077 
head for the corresponding period in 1965—virtually the same. 

In addition to cow slaughter, increased heifer and veal marketings have also 
contributed to the increase in exports of beef and veal from Canada. In general, 
two factors have contributed to the increase in cattle slaughter. In 1964, and 
again in 1965, many areas in Canada experienced severe drought conditions, 
particularly in Eastern Canada. As a result of poorer pastures and lower feed 
supplies, many farmers reduced the size of their breeding herds. 

The second factor contributing to. the increase in exports is related to what 
the industry refers to as the cattle cycle. Between 1950 and 1958 Canada 
experienced one complete cattle cycle. (Ref. Chart A, Proceedings No. 5, p. 251.) 
The next cycle in Canada started with cattle number rising from a low in 1958 to 
a peak in 1965. The first stage of the downswing in this cycle occurred in 1966. 

The cattle cycle is a result of many factors. In addition to changing feed 
supplies, producers are constantly adjusting their cattle numbers to the op- 
timum level under an ever-changing market. The build-up phase of the cattle 
cycle requires keeping breeding stock off the market. This tends to reduce the 
market supply of beef. At a latter stage of the cycle the offspring of the retained 
breeding stock, plus the normal flow of cattle, come to market. At this point the 
market becomes unfavorable and some liquidation of the breeding herd (cows 
and heifers) also occurs. This results in the reduction of cattle numbers on farms 
and hence the downswing in the cycle. When the relationship between costs and 
returns becomes more favorable, the build-up phase of the next cycle starts 
again. 


ScHEDULE 231-1 
ANATOMY OF A PIG 


1. MARKETING (Farm to Packing Plant) 


(1) Through a Public Stock- ‘* Direct’’ Producers’ Costs Packers’ Transportation Costs 
yard Trucking to P.S.Y. Moving hogs from P.S.Y. to 
Commission Plant 
25 cents per head (approx.) 
Yardage 
35 cents per head (approx.) 
(2) Direct to Plants Trucking to Plant Nil 
(3) Through a Marketing Trucking to Assembly Yard Moving from Assembly Yard to 
ag Saeed for Marketing Board charge 40 cents Plant 
example 


2. Processine (From delivery of hog at Packing 
Plant to delivery of pork products 
to buyer (retailer, wholesaler or on 


export) ) 

Expenses involved in processing (including buying ‘“‘Credits’’ (Revenue producing by-products—other 
costs) than products derived from the carcass) 

1. Buying 

2. Killing 

3. Chilling 

4. Cutting (includes defatting and boning in Heart 

varying degrees) Liver 

5. Curing Killing fats 

6. Smoking Glands 

7. Cooking Blood 

8. Packaging Hair 

9. Storage (as may be required) 

10. Selling 

11. Delivery 
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3. BREAKDOWN (COMPONENTS) OF A HOG CARCASS 
IN A PACKING PLANT 


Average Weight (warm) of carcasses 155 lbs. approximately 

At an estimated average yield of 77 percent the approximate average 
weight of live hogs in 201 lbs. 
Approximate Yield of Fresh (not cured and/or smoked) product 
from a carcass (warm dressed weight basis) 

The yield of individual cuts varies considerably, due mainly to the degree 
of defatting and also to the type of hog. 
(a) Five Major Cuts 

With Back Weight With Back Weight 


made from made into a from 
into a 155 Ib. “Boneless 155 Ib. 
“Loin” Carcass Back” Carcass 
— percent — — percent — 
PU eaIa eee ok he Sid Sa oko 20.5 sia its: ZOD 3.8 
Glia Me ge van caters Ps 1349 2145 8.9 13 %8 
ESC RIS Sth Oe es aan 1382 20.5 13:2 20.5 
Ste relat ers eee es Tek 11.9 Teh 11.9 
FPICIRIC \ aie chad. s Gate ee 16 11.8 7.6 1 axa) 
5 majoricuts ww .ise 34 62.9 O7<d Ty ae 89.8 
(b) Secondary Products : 
Hock, feet & tail .... 4.3 6.7 4.3 6.7 
Spareribs, back & ribs AW) 4.6 58) 0.4 
MEOLICLET LOU fails 4 50: oe nil Sp 0.8 12 
Kidney’ ~. ... 7486, 929% 0.4 0.6 0.4 0.6 
Head & Tongue ..... 6.1 9.5 Gail: 9.5 
Jowls & Trimmings .. ou 4.8 3.6 a6 
Leaf fat, back fat, and 
VC DA o2 8 1 aR ae ge 13 32 20x5 14.2 2240 
SQN GR ictas to ones Za) oe 4.2 6.5 
Skin and ‘Scrap °t. 72 eh cs hoe 2.0 3 cal 
Shrink (cooler and 
CURE LIENS) we go™ Sinko ses 3... 0 4.6 50g) 4.6 
WO Biles.) 42.1 ss le 
Tetalary...enscce! 100.0 155 pounds’ 100.0 155 pounds 


N.B. If the 5 major cuts are sold in the form of boneless cured and smoked 
product, the percentage yield from the carcass is sharply reduced: 


Approximate 

% Yield from Carcass 

Major Cut (Warm dressed weight) 
aetna. te cansryits Stent e rics 6 0+ 5 6 + + vale s 13.0 
Ue i: dtr go Ab aban daggel og “panne NY 5 Cea PL a, 8.9 
ESSA OO Panes FMA dose ae, OES PG ke ATI Pee 
PsULLURQ ON. Hor eee eno Lo. a 6.9 
Picnic ONS. LLOPTONE... SIOCREWIM Jats, teean 7.0 
47.5 


The packer derives at least 80% of the total returns from a carcass, out of 
the product of the five major cuts. 
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4. LIST OF THE MAIN PORK PRODUCTS (AVAILABLE TO RETAILER) 
FROM THE FIVE MAJOR CUTS 


(a) Products in “bone-in” (not boneless) form 
If major cuts are sold in “bone-in” form a packer would produce some, 


or all, of the following products: 
Cured and/or smoked and/or 
Fresh fully cooked (“ready to eat’) 


HAM: Whole ham (1) Ham cured and smoked, either whole or 
portions thereof. 
—Skin on; partly skinned; fully skinned. 
—Shank on or shankless. 
—May be ‘“‘ready to eat” 


(2) Packaged centre slices of above product. 


Back: Whole Loin (very little sold) 


BELLY: Whole belly Nil 
—may be, “rib, In 208m Lib, 0Ut 


1BuTT: Whole butt or portion 


thereof Nil 

1Picnic: Whole picnic (1) Whole picnic cured and smoked. 
—Shank on or —Shank on or shankless. 
shankless 


(2) Whole picnic, cured, not smoked. 


1The butt and picnic may be sold in one original piece as: 
(a) A “New York Shoulder” (partly skinned; 
neckbone removed; shank on or shankless). 
(b) A “Montreal Shoulder” (fully skinned; 
neckbone on; shankless). 


(b) Products in “Boneless” Form 
If major cuts are sold in “boneless” form, a packer would produce some 
or all of the following products: 


Cured and/or smoked and/or 


Fresh fully cooked (“ready to eat’) 
Hams: Boned and rolled (1) Cryovae or cellophane wrapped boneless 
smoked ham, either whole or some portion 
—skin on or skin off thereof. 


—may be fully cooked 


(2) Packaged slices of above product. 

(3) Whole cooked hams, cured but not smoked. 
—packaged slices of above product 

(4) Canned hams. 


Back: Boneless Back (1) Boneless cured and smoked back, whole or 
pieces. 
—Long or short cut —Packaged slices of above product. 
—May be two tied (2) Cured (not smoked) back, whole or pieces. 


together —Packed slices of above product. 
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4. LIST OF THE MAIN PORK PRODUCTS (AVAILABLE TO RETAILER) 


FROM THE FIVE MAJOR CUTS 


Cured and/or smoked and/or 
Fresh fully cooked (“ready to eat’’) 
BELLY: Nil (1) Cured and smoked side ready for slicing 


—Rind on or rind off. 
(2) Packaged sliced bacon. 


Butt: Boned and rolled (1) Cryovac or cellophane wrapped boneless 
smoked butt, whole or halves. 
—may be fully cooked. 
This cut is generally referred to as a “Cottage 
Roll” and may be sold unwrapped. 
(2) Cryovac or cellophane wrapped, cured 
(not smoked) butt, whole or halves, 


Picnic: Nil (1) Cryovac or cellophane wrapped, boneless 
cured and smoked picnics, whole or halves. 


(2) Cryovae or cellophane wrapped, cured 
(not smoked) picnic, whole or halves. 


(3) Canned picnics. 


5. SECONDARY (PORK PRODUCTS DERIVED FROM OTHER THAN THE 
FIVE MAJOR CUTS) HANDLED AT RETAIL LEVEL 


Product Form 
Pidcks et) oe Ae Fresh, pickled; Boned, pickled, cooked and jellied. 
Meetiniviit... 5.48 Fresh, pickled; Boned, pickled, cooked and jellied. 
URIS US the ieee ce Pickled; Pickled, cooked and jellied; Canned. 
Spare-ribs ........ Fresh 
Penderloins’.......:¢ Fresh 
FRTOATIO VG? il ios sake hace Fresh 
OW iS east. ee. Cured and smoked 
Wat se acs ates 4 chan Packaged Lard 

N.B.—Heart and Liver are removed on the killing floor and form part of the 

“credits” (revenue producing by-products — other than those derived 


from the carcass). Therefore, they are not included in “secondary prod- 
ucts* from the carcass (as listed on page 2). However, they are sold 
at retail in fresh form. 


6. PRICE RELATIONSHIP OF 5 MAJOR WHOLESALE CUTS 
There is not any definite stable pattern, due to supply and demand, but in 
general: 
— Loins bring the highest price 
— Hams generally rank second 
— There is usually some discount on butts under hams 


— Bellies, generally, over a long period, will average a little discount 
under butts. However, Canadians are heavy consumers of bellies 
(breakfast bacon) and in times of light hog runs, as has been the case 
since mid 1965, bellies will sell higher than butts. 

— Picnics bring the lowest price. 
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Official price data on all of the five major cuts is not available. L. N. 
Reynolds Company Ltd., Meat Brokers in Toronto, issue a weekly market letter. 
Their quotations, for Toronto, for representative weeks are listed below: 


Week Ending Hams Backs Bellies Butts Picnics 
Gis A Got OOO. ccs wank 6 asx eae ara Bas 47 73 — 75 45 49 40 
=e ee OOO . - Sea meme ee ee aes Sees 45 86 — 87 53 — 54 55 37 — 38 
Ce AU Ab UO satel. See hee uae use 503— 51 76 — at 58— 7 go — of Wa 36 ay 
rage 1 (25 OGG + SAL EQ 50 — 504 70 — 71 503— — -— 
ite 16, DOGG) sas be A. re. brrews: 473— 48 72 — 73 543 ; 41 — 42 
gy art ad ot Ee eck a a A 49 69 — 70 49 — 51 45 — 453 41 — 42 
POY e ads L966 i od Bis OOOO. ea 45 — 46 61 — 62 As — 473 ta — ye — - 
We os LOGO. ei otek aids Mae stn ne Rg BOSD 64 — 42 — — — 
Feb. TOP 1966. 2B. OF JOO PIAA? cs ae 603 —61 75 — 54 — 54} 57 — 58 47 — 48} 
Jan. 22, 1966... Bina ees etre. Solon. Aebleenels 72 — 53 — 54 53 — 54 44 
DdeyehSs5 96S artete.s Br. AGREGOLGS 393961 72 — 52 — 538 55 — 56 45 — 46 
INE Aca) EONS aes ae Oh ee ee. a ae 545 555 70 — 71 473— 48 53 — 53} 43 — 433 
OS BP ol s2 ste eat ae lai Shor ga 473— 48 73 — 74 473— 48 49 — 39 — 
re cl hy Po A315 Ce ee Se a — a 69 — 70 ia — op “sh — vi 30 — a6 
GEOL OGae se EY, BAR OU ea, — 513 — a as = 
ne ZA OG Be of cee pty tevertes byeyeles 51 — 52 62 — 50 — 51 43i— 442 32 — 
PL OURIGe, 2 1, RE rs ees aes aa inGleke 51 — 514 63 — 45 — 454 44 — 46 32 — 33 
Mayr 22, 165.00. 2.02... epee soon: 444— 45 58 — 59 37 — 38 36 — 37 ar 31 
eA ae il 1 ye eS a Re 50 42 — 42% 524 323— 334 353— 36 282— 29 
Miers fee RGR ee ee ee. ee aN FO SOF 523— 533 323— 33 36 — 363 283— 29 
PEW tT LOOT, oc etaes eects Cl hak) ook eee tls 5383— 54 33 — 334 363— 3873 29 
Ah ROU Pa a aii Ah vee COE 51 — 52 293— 30 33 — 333 ~ 


AVAILABLE PRICE DATA RE HOGS AND PORK PRODUCTS 
UA) SOURCE, C.D A. 
1. Grade A carcasses (weekly, monthly and annual) © 
2. Weekly average wholesale Dressed Meat Prices. (Maritime Centres, 
Montreal, Toronto area, Winnipeg, Edmonton and Vancouver). 
Ham, boneless, smoked, not fully cooked 
Cooked ham, cured not smoked. Boiled (whole) 
Loins, fresh, regular trim 
Side Bacon, rindless, flat pack 
Shoulder, New York trim, fresh, shankless 
Cottage rolls (butt), smoked, not fully cooked 
Picnic, shankless, smoked, not fully cooked 
Sausage, pure pork, lb. package 


(B) SOURCE: D.B.S. 


1. Monthly Average Wholesale prices at specified cities (Maritime Centres, 
Montreal, Toronto, Winnipeg and Vancouver). 


Hams, boneless, smoked, not fully cooked 
Fresh loin, regular trim 
Bacon, rindless, } lb. pack 


New York shoulder, shankless, picnic shankless, smoked, fully cooked 
Sausage (pure pork) 1 lb. pack 


2. Monthly Average Retail prices at specified cities (Halifax, St. John, 
Montreal, Toronto, Winnipeg, Regina, Edmonton and Vancouver). 
Pork chops 


Bacon, rindless 3 lb. pack 
Boston butt, fresh 
Sausage (pure pork) 1 lb. pack 


Pork chops 


Bacon, rindless 4lb. pack 
Boston butt, fresh 
Sausage, 1 lb. pack. 


CANADA: 


January .as....-. 


February occ 6.00. YOes 


ToTaL GRADINGS.... 


UNITED STATES: 


OMAR. . 5» osinss «Gee «% « 
Ee a ne 
OT i. ee ae 


OS er ren 
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3. National Monthly Average Retail Prices 
Ham, boneless, smoked, not fully cooked 
TaBLe I 
HOG MARKETINGS 
WEEKLY AVERAGE GRADINGS 
—(000— 

1961 1962 1963 1964 1965 1966 

119.4 144.2 119.9 141.0 15082 120.3 

120.2 140.7 125.2 146.8 146.4 129.7 

124.8 144.6 130.5 13732 153.6 138.2 

133.4 138.7 128.4 150.0 148.3 132.8 

118.0 126.9 122.9 135.0 141.5 126.4 

113.5 116.5 21741 130.5 128.3 121.0 

110.0 105.3 110.5 121.5 124.7 117.0 

111.1 108.3 112.9 123.4 124.6 124.2 

125.4 11732 126.3 13552 129.5 Poze 

STARS 130.6 140.1 141.7 131.8 

147.8 135.3 142.4 153.8 135.2 

128.4 116.4 128.5 162.7 121.8 

124.0 126.8 125.4 140.0 136.1 
6,449.0 6,593.9 6,520.8 7,281.6 7,077.1 

WEEKLY AVERAGE INSPECTED SLAUGHTER 
—000— 

1961 1962 1963 1964 1965 1966 
1,486.0 b, 52455 1558382 1,739.0 eH tt. § Leh LO 8 
1,269.5 1,328.0 1,416.2 1,474.5 1,325.2 1,162.5 
1,222.0 1,245:0 1;8t128 1,284.0 1,306.8 1,161.2 
1,262.2 1,418.0 1,585.8 1,620.2 1,450.5 1,325.8 
1,399.2 1,450.0 1,477.5 1,369.0 1,179.8 1,223.2 
1,081.6 1,008.2 976.0 1,007.6 943.4 934.4 
1,080.0 1,174.8 1,248.8 1, 232.0 1,107.2 1,057.0 
1,978.5 1,303.5 1,293.5 1,210.2 1,187.5 1272.0 
1,048.0 947.4 1,173.6 1,126.0 1,095.0 1,175.4 
1,555.8 1,660.8 1,693.8 1,701.0 1,355.2 
1,581.8 1,594.0 1,594.8 1,636.5 1,375.8 
1,147.6 1,190.8 1,339.0 1,329.6 1,002.0 
1, 262.2 1,303.3 1,376.5 1,378.2 1,225.2 

65, 632.0 64, 770..0 Hi p17 20 as, 667.0 63, 708.0 


TOTAL-SLAUGHTER... 
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Tas1E II 
HOG PRICES 
TORONTO: 
MONTHLY AVERAGE PRICE—GRADE “A”? CARCASSES 

1961 1962 1963 1964 1965 1966 
NEHAY View ubenay > 5 oa vatarek $30.06 $26.63 $30.27 $26.85 $27.44 $42.73 
MGREWSEY | Socedi hace 22% 29.50 26.83 29.89 27.61 28.23 43.19 
Marcie eet Ne. e one a cs 27.28 26.88 26.89 25.92 27.80 36.12 
Ye Uy | eer th a Meee ee? tt 25.38 21.28 24.25 25.38 27.94 32.90 
Maye cn. be wikn ss eae 27.05 27.92 26.49 26.40 30.46 36.83 
LUE ys ube tecoind na donee trode 29.53 31.09 29.55 29.08 34.81 38.29 
JUL eres © en. eee 29.89 oor 0l 29.96 28.41 36. 24 30,12 
AUGURES. Oca: ORBEA. 28.84 32.80 28.99 28.10 36. 66 33.98 
SED UE ET DOC a remnrmen cedar 29 .40 30.60 28.60 28.24 36.88 33.92 
Ol ale seen eo ae 28.67 29.59 26.57 27213 35.90 
November: s...:4,.848;..- 27.61 30.30 26.32 27.12 37.58 
Détem bers 2.00 aunt. ses 27.16 30.42 26.88 27.63 41.64 

Wits. OS4e BRIS .s ¥ $28.30 $29.60 $27.80 $27.30 $33.40 
CuHIcAGo: 
MONTHLY AVERAGE PRICE NOS. 1,2 AND3 BARROWS AND GILTS 

(Live Prices Converted to Dressed Equivalent on a Basis of 75 percent) 

1961 1962 1963 1964 1965 1966 
SADUALG ica Sete t ave ee $24.04 $23.49 $21.72 $20. 52 $22.69 $38.89 
February) si sesso ae 24.72 yey ys 20.69 20.37 23.49 38.31 
MarChis cast it ad sae-e) 23.88 22525 19.15 20.11 23.49 33.60 
April...c. 2 teeee., eee 2S rA7 22.08 18.96 19.87 24.51 31.45 
ICSI ss Vow aren eee eer 23.04 21.63 20.93 21013 28.21 33.04 
JUNG Leese Py ee eee 23.36 23.68 23.77 22.45 32.28 34.52 
Salyers ee ret 24.41 25ek8 25-24 23.88 Sande 34. 24 
August. 208s J fae 24.61 25.12 23.65 23.36 33.47 35.16 
Seplbemberan eee ae 24.44 25.47 2157, 23.04 Olle, b2.00 
OctoberrarReeetet sec 23-20 23.03 21.08 21.41 32.13 
NOWeni Gi 6 fn ce DPR | 22.91 20.12 20.40 33.75 
December. i202. Fs ta teas. 33.19 22.75 20221 21.97 38.39 


MERARY cess cn Szueire hes $23.71 $23.36 $21.43 | $21.55 $29.72 
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TABLE III 
WHOLESALE DRESSED MEAT PRICES! TORONTO 
Smoked Cooked New York Cottage 
1966 Ham Ham Loin Bacon Shoulder Roll Picnic Sausage 
Cents per Pound 
September.............. 90.1 101.1 (phe 100.2 50.3 80.3 51.1 56.4 
AUPUS BR ctu ccc rs ved 93.3 108.1 68.2 100.2 50.5 80.6 53.4 59.0 
Julyetia, Bernt to Plewiu 89.1 103.6 66.8 84.5 49.4 75.8 53.2 57.4 
JUNG <2 Oe. cit 90.9 101.5 67.1 92.7 49.9 12.2 55.6 56.9 
Mayet tees, (Pinar 88.3 98.9 62.9 86.9 47.0 69.9 Sa.0 57.4 
ADT BM. tectatives 91.9 97.4 55.6 82.2 42.9 66.8 49.7 Bich 
March $508 Shear cas doreld 102.1 112.37 61.2 87.4 OF.D 75.7 56.3 63.6 
Pobrosrwer.. 0c. escy 8 105.7 120.6 70.1 92.4 59.3 78.9 59.7 63.7 
JANUAEY LH SCT Pe 08. 0 116.9 68.2 90.8 5732 77.0 56.8 59.9 
1965 
BSL) ee 96.1 114.5 68.7 97.9 56.6 78.2 58.3 59.2 
November............. 92.5 102.3 68.0 92.8 49.9 73.8 51:3 55.7 
October Veneer sa. 93.2 99.2 68.7 94.0 48.8 68.9 49.3 53.9 
Deptembere. «0.6.6 0052 92.8 101.2 63.2 94.0 44.0 65.2 46.1 55.0 
AugUspeme ss PSA Y: 92.2 102.7 62.2 95.0 43.5 65.8 46.6 55.9 
GUly PEL... saek said 88.9 103.4 62.6 90.1 43.3 64.8 44,9 54.5 
Pune Gee Sewn 85.0 99.8 62.4 83.6 42.6 63.2 44,7 53.4 
Sy BO co cseds od Chad 90.3 52.4 72.6 36.1 57.2 39.4 48.9 
PADTi CM BBG ck ecs. : § Gi. 89.2 49.5 68.1 35.5 57.1 39.9 48.2 
Marche tai. 37G. 13 77.8 89.9 50.9 68.5 36.7 57.6 40.4 48.0 
BO DIMATS ip nitren ecorareciirins 77.8 88.9 53.6 67.4 37.8 56.6 40.1 47.1 
Januaryee!. 2 2 See: 77.2 87.5 SUT 65.6 35.2 54.6 37.6 46.3 


1 Description of product Smoked ham, boneless, not fully cooked; Cooked Ham, whole (Boiled); Loin, 


fresh, regular trim; Side bacon, 1 lb., flat pack; New 


York Shoulder, fresh, shankless; Smoked cottage 


roll not fully cooked; Smoked Picnic, shankless, not fully cooked; Sausage, pure pork, lb. package. 
Source: Weekly Livestock and Meat Trade Report Canada Department of Agriculture. 


AVERAGE WHOLESALE PRICES (MONTHLY) TORONTO 
Pork 


Febraaty! . jitac & of. 


OCtOWOESE... « us «0 co ts 


Pebruaty!. 4.358: 


pay B38. eee 
August......... 


Average to Date..... 


Source: Livestock and Animal Products Statistics Dominion Bureau of Statistics. 


apele oo 8 2 6 « 6 «32 


eee eer eee eee 


Ce 


IF. Oe ele se Cw © 


ee 


ee  ? 


i  ) 


oe eee ee ee eee 


ee 


ee 


p es) eee ses, oe 


SGrehe eee ee eee 


eee eee eee oee 


uxchs © 30 ss 6 0 


Cheha ate eset ve 


ee 


Loin 


Reg. Trim 


51.1 
53.6 
50.9 
49.4 
52.4 


64.1 


TABLE IV 


N- Y 
Shoulder 
Shankless 


36.0 


50.6 


Bacon Hams Sausage 
Rindless Smoked Pure Pork 
4 lb. Pack Boneless 1-lb. Pack 
65.6 (axe 46.3 
67.4 oes 47.1 
68.5 77.0 48.0 
68.1 76.0 48.2 
72.6 (HES? 48.9 
83.6 87.0 53.4 
90.0 90.4 54.5 
95.0 90.6 55.9 
94.0 88.6 55.0 
94.0 86.4 53.9 
92.8 88.8 55.7 
97.9 101.0 59.2 
83.5 84.8 52:2 
90.1 102.6 59.7 
92.7 105.1 63.4 
88.2 97.7 65.1 
81.9 85.2 47.4 
&b. t 88.2 57.4 
91.9 91.2 56.6 
93.6 91.6 56.7 
102.1 96.1 60.1 
90.8 94.7 59.6 
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TABLE V 
AVERAGE RETAIL PRICES (MONTHLY) TORONTO 


Pork Boston Sausage Pork Bacon 
Butt Pork Chops Pure Pork 4 lb. Pack 

a ip ne a 
Dams 1960. .eekeutn cecsy te > eee 40.8 73.4 57.0 96.0 
RS RUC Ween cue ens 65s casoeeane sees care 45.8 73.4 57.6 95.8 
IR Pee 5 TRAE cs 6 Rs OE 45.0 76.5 58.1 96.4 
Pe: oe me RRS he ge. MOR, 5 44.1 «2.0 br .O 96.4 
OE eee oa cs SERIES, «2s Mak ane cana eee 45.6 70.0 57.2 97.4 
Riis os 2 I, 28), | Re eS Se 49.3 79.4 58.8 109.8 
Wane 2. AENAP s Bcd. Now eee 51.8 87.1 62.8 124.2 
ATC) aE Se 4 5a. 7 87.2 63.5: 133.6 
Meqveoriber. Mime sii. c ke. P.. Bee. 53.3 89.7 65.9 137.4 
EY GLITO | 0 [5 ee gee cca: RR SRE ich ok eA II i 54.5 90.9 64.3 136.0 
INGO WOREIIOL. AM et othe) BERS 58.4 99.5 63.4 130.0 
WD SCOMUD EI yg claecies set ehs. os. oie eateabenatey ate ae ces 59.7 100.2 66.4 135.4 

POPELR OG Url ik ss rae ee alee be 50.2 83.3 61.0 115.6 
ey LOGE ee) a a Re ae eR 63.7 97.5 70.4 141.8 
PP OUTUALY Ga, MUR ME  rs ce es ees 63.1 99.5 72.0 149.2 
Martie ihc tee. «ss SES oe eee 67.2 101.0 71.5 150.4 
DSTA ooh ee sa oe Rg eee 59.8 89.6 70.8 139.6 
Di aoe. oer co es 52.2 86.1 68.4 132.6 
BI TEER is ARS ok a RM, 9 cs ae 56.2 93.2 69.3 138.0 
JV eaee oe ak ds oi SRE oS 55.6 93.3 68.4 140.6 
Fv eR NS, A, A A Ta 5O.L 94.7 65.8 154.2 
GepuOMIDer...geree ss... SeaR Lk Ree 57.9 96.3 67.7 154.6 

Average to date 1966................. 59.0 94.6 69.4 144.6 


Source: Livestock and Animal Products Statistics, Dominion Bureau of Statistics. 


TABLE VI 
NATIONAL AVERAGE RETAIL PRICES (MONTHLY) 


Pork Pork Pork Pork 
Pork Shoulder Sausage Bacon Ham 
Chops Butt Pure Pork 3 lb. Pack Boneless 

PONE YS ROOD. fee's cir ok Seika eee 74.9 54.8 60.7 96.4 103.3 
PPO IUAENS 5h ooo eee el 74.9 55.9 60.8 96.6 105.2 
UST IN AN ssc |», 0'c SERN» lal a 15.2 55.9 60.7 96.8 104.8 
PA elf. Seer $00 Es eee loco 55.9 60.6 97.0 103.8 
May nae 6s) «Lae eee a eee 72.8 56.2 60.6 98.2 103se 
eC MM oo chike Boies ws ec BUN 79.0 59.8 2461.9 105.0 104.6 
SUL Ae gi thed 2 ixih Sin yee eh chad 84.4 64.0 65.3 116.0 115.4 
BGO Pee hy dic choos, RE Salt bo ee 84.8 64.7 67.3 126.4 19358 
SOLON OT 65 sc5'h.cte BAS ce tie 86.2 65.8 68.6 Tohe2 125.9 
ChOCOMORA feck 52 os Meme. aloe 86.5 66.3 68.5 129.6 124.9 
NOV@GIBEr. oo cic Ra eb es 91.5 69.0 68.5 128.2 123.2 
December: 2.63 1c: Sees bs kee 93.4 Tay: 70.0 127.4 128.4 

Annual Average.............. 81.4 61.8 64.5 112.4 113.8 
January DUOC Acer pee 3’. as, online ole 94.9 78.8 73.8 134.4 139.6 
Leg >, ene "| aie 97.1 78.6 75.6 139.6 144.6 
ES) 60 Se eee a | er 97.1 81.3 Tie 139.6 147.1 
(Vig th OC: i) i: Se 87.3 12.8 76.5 127.2 141.4 
LENG) Sey ee Oe | Se 83.4 65.9 74.0 125.2 124.6 
ACR, 2) een. re’ 89.4 68.2 74.7 128.6 187,1 
July. fd. 89.9 70.3 74.4 131.8 134.5 
PAU SO 2 Cees oe | 90.7 7. 74.1 138.0 137.8 
i 91.8 73.0 70 142.8 139.8 

Average to Date............. 91.3 73.2 75.1 134.4 138.4 


Source: Prices and Price Indexes Dominion Bureau of Statistics. 
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SCHEDULE 236-1 
ANATOMY OF A CHOICE STEER 


(1) eat Tr (Farm to Packing 
by 


ant) 
(1) Through a Public Stock- “* Direct’? Producers’ Costs Packers’ Transportation Costs 
yard Trucking to Stockyard Moving steers from stockyard 
Commission to Plant 
$1.60 per head (approx.) 
Yardage 
$1.00 per head (approx.) 
(2) Direct to Plants Trucking to Plant Nil 


(2) Procresstne (From delivery of Steer at Packing 
Plant to delivery of beef products to buyer 
(retailer, wholesaler or on export) 


Expenses involved in processing (and buying) Killing Credits (from 1000 steer; 570 lb. carcass) 
—Revenue producing by-products; other than 
products derived from the carcass 


1. Buying 

2. Killing 

3. Chilling 

4, Cutting (may include defatting and boning in Hide Tongue Lips 
varying degrees) Tail Brains Lungs 

5. Wrapping Heart Cheek meat Spleen 

6. Storage (as may be required) Liver Head meat. Head Bones 

7. Selling Kidneys Casings Fat 

8. Delivery Tripe Blood Glands 


Breakdown into major wholesale cuts of a Choice steer carcass in a packing plant 


The average yield from live weight is approximately 57 percent i.e., 
the carcass from a steer of 1,000 lbs. live weight would weigh about 570 Ibs. 


Approximate yield of fresh wholesale cuts from a carcass (cold weight basis) 


The percentages will vary somewhat depending upon the type of carcass 
and upon the method of cutting. } 


Weight (lbs.) from 


Hind Quarter % 570 lb. carcass 
Short hip sirloin 
(including -tipjeeg Ass) HAM a. 24.5 139.6 
STE cit cha oct 6, ee ee a Oe a RR 8.8 50.2 
SUL OLIBS PPIs oc ee ee bleres we Bele 8.8 SO ts, 
Miankwoniniy Averean. WHOLASAle FB: 5.0 PASSES 
TRAC SUCEIO RH PE ca cic wade vs ong heme 0.4 ahs 
Thin Mawthly  Awernoe. Petell : Vailas Gas Lee 
CUS Scab tery. eer LC 0.2 
48.0 21220 
Front Quarter 
T-DONne THEORET, oe ee ek ee 10.0 a riah, 
CoO ee oC, Sor en ee ae eas 20-0 147.1 
1d ET Ea Ben nce rneatniiee|. ni NAR ales ne amano 8.4 47.9 
Briskemedm:, Aontly. Average 12.2 Bas 19.9 
SIRGIEX OTAGO) es WROTITA owe as ges Tees 
TUT Be I Bee ck ces ten bs 0.8 4.6 
EPS bi C2690 el baad eee a mn eR 0.2 
52.0 2953 
Ol CAMR F Biias « otha 60 ks 3 oe RS 100.0 567.8 
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FRONT (148 lbs.) Approx. 
Weight (lbs.) 

Rib roasts ((DOmMeE-11): . 34 tute eee 18.50 

Braising TiDS sss. as os. ae 8.75 


Blade roast (blade bone removed) 14.75 


Short rib roast (bone-in) ...... Lato 
Cross rib roast (bone-in) ...... 10.25 
Boneless shoulder and neck .... 15 50 
Boneless Brisket plate ........1% 9.00 
Brisket point (bone-in) ........ L125 
Boneless shanks G2. ,.0 24... ee 5 150 

SU Ota lee meee: ¢ 104.25 
DERI ID. O Sica, vadhoaeasd Asus abies st 4.50 
LUE, ae rE one es ae 18.00 
OOS aks ssc denen ca, I cae 0 ee ee 19.00 
Cutting shrinke® 22:2. ee. 2925 

Sub Stetal ..;.... ewe . 43.75 

DOtCaROney ass k es. ees 148.00 


Fat, bones and cutting shrink 
The approximate percentage of the above is: 


Hind 
Wa hey teem ceRe Te ee Von 
Bones, 424 ASR 727 2 AON 14.4 
Cutting shrinks: .waihascde 0.7 
2850 


Approx. Approx. 
% of Front % of Carcass 
aS G25 
5.9 saagt | 
10.0 ie 
Sh 4.5 
6.9 el 
92 | 4.7 
6.1 Sew 
ki G 3.9 
37 1.9 
1Ots 36.6 
3.0 1.6 
12k2 6.3 
12.8 Gulf 
Ios 0.8 
29.5 15.4 
100.0 52°70 
Front Carcass 
nee. tor 
12.8 13.6 
Led ind 
2659 ZUad 


APPROXIMATE YIELD OF RETAIL CUTS FROM A 570 lb. 
CHOICE STEER CARCASS 


The yield of individual cuts will vary considerably, due to: 


(1) A difference in cutting methods; 


(2) A difference in the amount of surface fat removed, that is, the degree 


to which fat is trimmed off; 


(3) A difference in the amount of trimming on steaks; for example— 
the “tails” may be either removed from Porterhouse, T-bone and 
Wing Steaks, or left on in varying degrees (approx. 2-4’’); 

(4) A difference in the amount of bone removed; for example—in the 
standing prime rib “bone-in” the ribs may be “long cut” (about 9”) 


or snort cut” i0Sntons se 


(5) The number of cuts offered in boneless form—Boneless Rump Roast; 


Boneless Rolled Rib; Boneless Brisket, etc. 


Weight of Carcass, Hind and Front 


Approx. 
Carcass 570 lbs. Hind — 48 
Front— 52 


% Approximate Weight 


Two 


274 
296 


———__—_—- 


570 


One 


137 
148 


285 
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Approximate Approx. % Approx. % 


Weight lbs. of Hind of Carcass 

Hind (137 lbs.) a ee a 
Round Steak oe. eee ee oe eee. 18.25 13.3 6.4 
TRUE Og StSiu a. tena od ec es 12.25 8.9 4.3 
HONCIESS SILICON LID 4s oes osu xc bao 5.3 2.6 
UD LOAKS 6 oe cas Be ec et 5.2% 3.00 IE! bot 
POneless SHANK ote. ss v eee 11.00 8.0 a9 
surloin wteaks' .r¢nde.... 22e aie . 13.25 9.7 4.6 
T-Bone and Porterhouse Steaks 11.25 Se: 4.0 
Wing Steaks .. .Gee.oe. ... Radix ; Dep 3.0 1.8 
Mani: Steaks... ee, . . Sede, . £125 0.9 4 
Beneless: Blank one de... . sete he % 7250 5.5 226 
li = LObal eater ts 90.25 65.9 5 Hl Went 
LALIT ESEN . 1B. «.« « SORachee « %225 See VAS 
Mat. .... S3408 ... ARR, .. . . SH . 18275 13:27 6.6 
BOCs son. on... .e0 eee. . Teer 19.75 14.4 6.9 
Cutting Shrink: ses. 5 ojireees. 1.00 0.7 cS 
UDA LOCAU | fice, hs os cc 46.75 34.1 16.3 
OLGIn tay es eae Sw oe 137200 100.0 48 .0 


AVAILABLE PRICE DATA RE CHOICE STEERS, BEEF 
AND BEEF PRODUCTS 
(A) Source: C.D.A. 
(1) Choice steers live basis 
(Weekly, monthly, annual). 


(2) Weekly Average Wholesale Dressed Meat Prices (Maritimes 
Centres, Montreal, Toronto area, Winnipeg, Edmonton and 
Vancouver). 


Choice beef carcasses. 


(B) Source: D.B.S. 


(1) Monthly Average Wholesale Prices at specified cities 
SON I I Digg 


(2) Monthly Average Retail Prices at specified cities (Halifax, 
Saint John, Montreal, Toronto, Winnipeg, Regina, Edmonton 
and Vancouver). 

Sirloin steak 

Round steak 

Prime rib roast (rolled) 
Blade roast 

Stewing beef, boneless 
Hamburg. 


(3) National Monthly Average retail prices 
Sirloin steak 
Round steak 
Prime rib roast 
Blade roast 
Stewing beef 
Hamburg 
Liver, sliced. 
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TABLE I 
CATTLE MARKETINGS 


CANADA—WEEKLY AVERAGE INSPECTED SLAUGHTERINGS 


1961 1962 1963 1964 1965 1966 
eS a eee ea a 
No. of head 

Tati tec veers vw os eS BRR 2 37,940 37,804 39, 554 44, 588 52, 688 55, 674 
Pore ae ee at 35.412 36,785 39,689 42.930 47,444 49. 974 
MaATEn@ Me Me oe es 33,703 37,127 38, 582 39, 623 45, 904 50, 467 
PATH Wee Se, ead eon ee ess 38,213 36, 062 38,210 42, 264 45,210 48,957 
Many MARE! less cs Oe . 37, 287 38.216 40, 966 42, 643 48 228 51,428 
TRS ees, ee 40, 539 38, 861 40, 192 45,817 49, 683 50,871 
Tale knee rk SAM 42,305 39, 536 39, 224 44,349 53, 156 50,701 
TN 0 eA GEN Galatians 42,236 40,790 40,719 48,123 54,995 50,001 
Saptenmarns: cil. es cv asap he 43.870 41,026 44,179 51,091 59, 180 51,945 
yi Hee oe ioc ccd calls a 43,690 41,890 42, 889 50,911 61, 332 60, 734 
Noveriiet lec. .ccukastta ee: 43, 623 45,106 48,194 53,288 64,465 
Deceithat ve... RE 33, 631 35, 647 38, 832 52,644 50, 129 

eed 39, 259 39, 002 40,897 46, 580 52, 585 
Mitel Slaughter, /os.5.ensods en: 2,041,473 2,028,159 2,126,716 2,422,260 2,734,514 


U.S.A.—WEEKLY AVERAGE INSPECTED SLAUGHTERINGS 


—000— 
1961 1962 1963 1964 1965 1966 

SAMS, ala sale on ceamoet ies 408.0 445.2 448.8 503.2 541.5 576.2 
PSAP 5 nas wae Ae be ee ees 358.8 366.8 389.8 427.5 479.8 509.2 
(Mircette eco agree ee 325.4: 329.8 338.8 375.4 445.2 446.4 
Aprile os Noo cea oh ould ooeo 380.5 431.8 lle 505.2 525.8 
Miaiys Fee ee oe ee ee 438.5 441.5 468.8 517.5 510.8 562.2 
JUNO ince ee ee hte lee ee 357.0 359.6 350.4 441.4 443.8 479.4 
SUC a he ees oe Mo ee 407.0 441.2 459.5 540.5 559.5 559.0 
Ate tS Oak Ons ond Bae 450.8 467.5 475.0 53152 584.2 624.2 
Bepte Ma DOT 25: <h cess ea daee ats 342.4 330.8 365.8 439.8 481.2 482.4 
October......4.: : Sc. ee ee ees 454.2 474.5 523.0 589.8 597.5 
INOVEINDEDA2 0s. Moet cee ee oe 420.8 421.5 448.2 527.8 583.5 
December: 2 26 eee aoe ae 317.8 312.4 361.6 450.8 462.8 

RY Gatiss Pemea once me ces 384.0 391.1 416.6. 483.3 511.8 


LOCAL GUE OE s. o re omnes ong 19, 968.0 20,339.0 21, 662.0 25, 133.0 26, 614.0 
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TA BLELLIL 
PRICES FOR CHOICE STEERS 
Toronto—Montuiy AVERAGE CHoIcr STEERS 
1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 
WANUATV OIG do Sl ck ca eds 24.76 26.62 26.02 22.91 23.56 27.74 
Pebtinrye pe teteeir: 22. 24.32 25.18 24.26 23.54 23.60 28.72 
Marc | seer ehaaeer «ok 24.03 24.86 23.40 23.85 24.00 28.32 
Birt Aan Se sere eh... OEY! 23.43 25.25 23.80 24.25 24.00 27.37 
ITA See TBs he or) A 23.238 25.57 24.25 24.25 24.91 26.85 
a sd eS 22.47 26.38 24.78 24.25 26.86 26.08 
ty oe Bho eit c ys s, TR 22), 22, 27.84 26.89 24.78 26.84 25.64 
AUPUNUA TOPs. ddd ace fe) 22.65 28.61 27.00 24.25 26.28 25.56 
DSpremUCIh.cesca dle ers 24.08 29.36 26.60 24.26 25267 27.24 
Mevober Ds oi. TS 24.50 29.50 24.81 25.700 25.50 
Novembernk....55 0005000 25.49 29.46 24.50 23.26 26.06 
MDSCOMIDGEMA: « gccco se cx be « 26.78 28.27 23.74 23.50 26.79 
BBR as da Gwie ied 24,20 F220 25.05 24.05 25.20 
OmaHA—MONTHLY AVERAGE Cuorce STEERS 
1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 
OE UET TS g 26.74 25.76 26.49 22.20 22.98 25.91 
PUAN 5240s. caccs walls 26.15 25.95 24.47 21.36 DO"53 27.16 
SING DR RT RON PUD A ae 25.52 26.36 22.88 21.38 a pa 28.25 
PE ee LA 24.87 26.81 23.10 20.88 24.38 26.94 
SSS Re Eee Pee DBA ep 25.50 22.27 20.28 26.00 25.94 
Bs. ah en Re ee 22.42 25.07 22.52 21.25 26.69 25.25 
Ces cn 5 Oe es 22.34 25.68 24 22.69 26.05 Ay Oar 
eS eee 23.87 OF cal 24.40 24.73 26.28 25.76 
POObCIODE!. ns ss nck cin nnd : PB TRS: 28.83 23.98 24.75 26.19 25.75 
a ee 23.96 28.46 23.74 23.66 pater 
Biovember. ..)....d.2.5-> 24.83 29.12 22492, 23.45 24.93 
MROROIN DET... a ciaicaraa sc s 25,51 28.12 21.64 22.79 25.38 
Cai ae ete 24.99 
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TABLE III 


AVERAGE MONTHLY PRICES FOR LIVE CHOICE 
STEERS AT TORONTO AND FOR 
CHOICE STEER CARCASSES AT TORONTO 


Toronto 


Live Choice 
Steers 


—$ per cwt.— 


LOGS 1 ABUALY <.:cteae om > << oe e te clas) ic MERC IRNR eee» foe ie 23.50 
GREDIUATY.: .deiate sco <2 TD co 4s MRE tes oie a rag 23.60 
JW Ee e RR ne AO, |) St Oo, Sak, ARPES OS eI oc 24.00 
N01) COREA ean fee er eee go ee URINE Beso Cn reey gor 24.00 
RUE sccc Ss a Peo Sas REA IE a 0 + eRe Si) 24.91 
EV TETTO i, celave cute Ae acne 2-0) se TeePede. sats ck ARERR TE once Sova 26.86 
UAE icchiar sda GA Ss ck MTOR EE a 5d MRM Ge 8s dy, 26.84 
DRTTOUS US § aces vice. sect 416. Sears etna = ania oa + GR eae aie Bein a eaten 26.28 
Septeraber. Wile css < 3's cements oc aoe cae oes ee 25.67 
October, 7. Sas 5 5 cs dewideniee es ~ os See oe ee 25.50 
INO Vem beri as brcan cue 1a ee eee cesta nes ob rae Re 26.06 
SCO DOLE. «lon oe vee ee es oe eee 26.79 
Annals VETaA@e.. crete ta ee Serre sores ts eee oi totter eee 25.204 
FOGG SAMURAI cs. cwleu.c esta Cea es 0s SR Au Loe ee 27.74 
STAY oc aie Fis orcs Sed oN a wal on a en Pee ee. ae 28.72 
MEER Cae oho tid xe. oe re ac eee Ze cree eee tae eae 28.32 
ADICILY Oe evan Pecan welameehatn coe fer Rae ob Sera eae DT sot 
1): Me Pr Ree Ah ge hin eee ee 26.85 
JUNE bese bateidic Sue snola Sake Susse Ric ME ee ee ee 26.08 
DUELS. eG eis eek oe Be IS ears ren nee 25.64 
END USER oc.c.c eee tacts os ids cee Pie ae eee ce 25.56 
Septerabersac. Mia a ore nee oo eee res 27.24 


OMontn AVeTaee .35). ie'edustchs aude CRO do eer ee ore ake 26.844 


1Simple average of weekly figures 
2Simple average of the 12 monthly figures 
8Simple average of the 8 monthly figures 
4Weighted average 


Source: Livestock and Meat Trade Report Canada Department of Agriculture. 


Toronto 


Wholesale price 
Choice Steer 
Carcasses 


—cents per lb.— 


41.11 
41.8 
42.2 
42.3 
43.3 
45.9 
46.0 
45.4 
44.6 
44.2 
45.2 
46.4 


CONSUMER CREDIT 1525 
TABLE IV 
NaTIONAL AVERAGE Retain Prices (MONTHLY) 
Beef Beef Beef Beef Beef 
Sirloin Round Prime Blade Stewing Beef Beef 
Steak Steak Rib Roast Beef Hamburg Liver 
1965 
MAMIE. 2 «scene ooo: 100.1 88.3 93.6 59.7 68.0 48.3 55.0 
Febraaryoe.d SCF, 99.8 90.2 93.3 61.7 67.8 48.4 56.1 
NUCL TO TS ae Oe ee 100.4 91.2 93.6 61.5 68.3 48.1 56.1 
PAGE TN ee elt Cat as hd 99.6 90.0 93.6 60.7 68.0 48.7 os 
May. .o0%..c eee: 101.8 92.7 93.4 61.4 68.2 48.7 56.6 
UNG .. aye bys Sehr 6. axe 107.9 95.2 96.6 63.7 69.4 49.4 56.4 
SRY Pe ii os Mee 113.6 98.2 99.8 65.4 70.4 Os: 57.8 
Sucist Fe. A 115.5 97.3 99.9 63.8 70.9 50.3 ots 
September......... 113.4 98.6 99.5 65.7 ik User 50.5 58.2 
SPCLODEL en ce bev 108.1 94.2 98.2 63.1 70.6 50.8 56.7 
movember. csv. cs 109.1 95.3 98.4 63.9 70.7 50.2 57.2 
ecember vc. ciccss 11063 97.7 100.5 66.6 72.7 50.9 57.8 
ee ene ee eee ee eS ee ee ae bie ee eee eee UR ee oe 
Annual Average... 106.6 94.1 96.7 63.1 69.6 49.6 56.7 
1966 
LES CLLE  e 113.9 101.2 102.3 Gio dant 51.8 56.8 
MODTUATY 560k = 117.4 105.3 105.3 70.9 75.6 53.8 58.4 
BUEN CH a. salen homies’ 115.5 103.7 106.6 71.4 1607 54.8 60.0 
CES ee 6 oe 115.5 103.0 105.7 1000 76.5 56.0 63.1 
ON Re So ates cy hee 102.0 104.7 70.3 75.6 56.1 64.3 
OTS Ge ae oe 114.6 100.1 104.1 69.7 Voss 56.5 65.4 
“5a ea 116.8 101.3 104.4 (ary, Tae? 55.8 66.5 
LE a ae 12232 103.0 105.6 /iley- Cie 56.4 66.3 
September......... 120;3 103.4 105.5 19 dives aa 65.0 
Average to Date .. 116.8 102.6 104.9 70.6 75.9 55.4 62.9 
Sources: Prices and Price Indexes, Dominion Bureau of Statistics 
TABLE V 
AVERAGE Retart Prices (MonTHLY) Toronto 
Beef Beef Beef Beef Boneless 
Sirloin Round Prime Blade Stewing Beef 
Steak Steak Rib Round Roast Beef Hamburg 
1965 
SUB ge ae eek ee ae 92.4 87.8 99.3 58.8 66.9 47.1 
Pepruary.. cea. Ak .AOTTIBD.. 95.6 94.7 98.4 60.3 65.1 48.5 
NE eA eB. - eh case os + sere 94.0 95.0 101.5 60.1 66.9 46.4 
OO Filtre 8 eyelets coal bel tah 95.6 90.3 TOMS 62.9 OO. 7 48.0 
a. JA. .salistenio. ok 94.9 94.5 98.3 60.3 67.3 46.9 
SPCR Ss eae ns 109.3 100.3 101.5 64.9 68.5 47.9 
Beyer)? SER) SLE SEA H1.7 105.4 107.7 66.6 68.8 48.9 
ee: a 115.8 99.4 106.5 64.8 68.9 48.5 
MPTOTONDC!.. cc. lesa ce cus crs os 112.6 107.2 106.0 65.9 68.5 49.2 
(OVE ST a oe a 112.9 105.6 107.7 67.2 68.9 48.7 
BOMOMIICTs 20. . eS ea va debe ew ng 100.6 96.3 106.5 66.6 68.8 47.9 
moremuer, .  SOOLKIBY). 10... LOT zal 103.2 110.2 69.0 72.0 49.3 
Average 1965........ 103.5 98.3 Ts 7 64.0 68.0 48.1 
1966 
WARE oh c ns oe ye « SPORE oe 110.8 109.2 11S 68.6 72.8 49.7 
TES Se nC 114.1 111.9 BARTS 72.9 75.6 54.3 
RED teat. Shida Bhd Bien oi 115.4 112.9 115.9 74.2 77.5 55.5 
(1 pen geet RB ar atin ae lie erage TADS G 107.4 Ub Ways(0) 71.0 Oc Dice 
fetid tO. SIGL ODwIAMs 105.3 LOD Rs 112.0 74.5 ial Dena 
SSS See ee ee eee 112.6 108.5 108.1 70.5 76.5 Die 
op phe TE edad seater Sm lad teed 113.4 106.8 110.1 71.9 (tira 54.9 
Peat oul, ole tard. Foes ier Pyey ee 2 123.1 107.9 110.8 72.4 76.1 57.6 
OE os a cin h sues sid ohne mss 119.2 110.7 1} 72.4 Lond 57.6 
Average to date 1966........... 113.8 109.0 112. 1 72.0 dibed 55.7 


Source: Livestock and Animal Products Statistics, Dominion Bureau of Statistics 
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Schedule 241-1 


INFORMATION RE COSTS OF CIGARETTES 


1 pound of redried tobacco yields approximately 400 cigarettes Lb) 
Retail price of 400 cigarettes at $0.51/pkg of 25 — $8.16 (2) 


Manufacturer’s approximate net selling price, 
exclusive of duty and taxes (3) ...... 


Duty and Taxes: 
Excise duty on 400 cigarettes at $4.00/ 


LOOO CoP arettes (04): 4 Sime es cena $1.60 
11% federal sales tax, applied on manufac- 
turer’s price, excise duty paid (4) .... 42 
Excise tax on 400 cigarettes, at 2.5 cents/5 
erearettes (4) > Ges ctr. Giators aie 2.00 
Ontario provincial tax, 1/10 cent per 
PY oarette 465 )) S54 Rea odie pene hes eee .40 
TOtah GUUy iG We ees eg ae $4.42 


Difference: Retail Price of $8.16 less above 
“ad goal) 2\o mM G78) MMSE nse Ger res EPR PM OE got erro ri 


Retail. Price. .....44+ talvene ) Seaeste aren fe 


$ 2.20 


4.42 


1.54 


$ 8.16 


—————_ 


Per Cent 
of above 
retail price 


2TeU 


54.1 


13-9 


——— 


100.0 


(1) Calculated from DBS data on stemmed, redried tobacco actually used in 
manufacturing cigarettes and the production of cigarettes during the 


first six months of 1966. 


(2) The retail price of cigarettes purchased by the carton, is less than the 
amount shown. Current carton prices in Ottawa, vary from $3.59 to 
$3.79 for 200 cigarettes, or $7.18 to $7.58 for 400 cigarettes. At these 
lower prices, the difference between the retail price and the total of 
the other charges would be reduced and the percentage figures altered 


accordingly. 


(3) Source: Discussions with officials of the Dept. of National Revenue 


and a cigarette manufacturer. 
(4) Source: Department of National Revenue. 


(5) Source: Ontario Treasury Department, Ottawa Offfice. 


The average price paid to growers in 1965 for flue-cured tobacco was 64.58 
cents per pound, green weight. On the basis of DBS conversion rate of 100 lbs. 
of green flue-cured tobacco equalling 90 lbs. of redried tobacco, growers 
averaged 71.76 cents per pound of flue-cured tobacco on a redried basis in 1965. 
This represents 32.3 per cent of the approximate manufacturer’s selling price 
for 400 cigarettes, exclusive of duty and taxes, and 8.8 per cent of the retail 


price of $8.16. 
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ESTIMATED PERCENT SHRINKAGE AT RETAIL 
FRUITS AND VEGETABLES 


Beets, carrots, onions, potatoes, turnips, etc. ...2...... 2. 1% or less 


EiOTUCeT TOUIStOO Se eeitove sul Mack) suerte) Tiaeliochers 5— 8% 
Peaches,” pears, cherries, berries; ete. ace edd eac a eas 10 — 12% 
CUPS p UES e La 120 ghee Gay RGRAY Ue Aart GE eA eOi NT OB oe ce RL 5% or less 


No actual records are available but the above represent estimates based on 
the opinions of those in the department that are most familiar with produce 
at the retail level. These are averages only; at times, losses on peaches, etc. 
can run over fifty percent. 


ae oe baci 
a rae ne if r , senator Gi mies : 
See a Hiecuinies 06-97 ea Ot aR esi od 
PHO ee le ote eae eu 
hoo wy Ve ry a ie 
at 


94 es BAI 
te ' er te 


We =? : so a@ mibliuiace . : 

j 

- bh 

: ‘ 4 4 

| 
; j 
n % i | r 
é iy - ae. 
' 4 ut y 
1° 


ar eee oo att 


: ee 
$8.16 100. # 


ecpee!. eodpiod tobmeen actually used 
ine cruductian of clgarelies Gite iru - 


) owel, joel ber thw eaten, io Tess thane 
. ‘* Ciigewe, wary fron 625eS 
TI? t 6) Me-for 600 Chguteties AL thas 

eves hy wes re “i ortee bnd tha totals 

— lucas ‘Ving percentage igure aitep 


« § 4 ‘ ety ’ 
= wre - ( che Ewet. of Nationa) ewer 
q 4 ae _ ore 
r Sal ey wri f 


rt coment Otpawa. Ofoe, 


(> (2040 for Sie~cused tobeeco vas 
7 7 he, Ch a ot DIS <seainsae 1 
; b 20s fi co agantling rr te, est ipripes r 
vars: ; : r Tele-cUe. toSengp DM a” 


. oh appwrvigels wianuls 
ores 200 or » * - ond igus, int 32 ® 
= oe ie pas 


| 


First Session—Twenty-seventh Parliament 


1966 
PROCEEDINGS OF 
THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND HOUSE OF COMMONS ON 


CONSUMER CREDIT 


(PRICES) pet 
i 
"4 Rae 
YA eee, 
2 ee. 
rd hee “f 
i Ge ee 4 ae 
7 1: & : 
Bf 
? 
Pd 
J 
“A 
No. 21 be 
; GPE «: F. 
Re ie 
—— f j p ne 
* LY AL, VY 4 
Ri, Ver oN A 
T, Vi pe \4 fo 
ane AVo > 
ie ieee 
™~=a fo 
“Rey 6 


THURSDAY, NOVEMBER 24, 1966 


JOINT CHAIRMEN 
The Honourable Senator David A. Croll! 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 


Carter, 
Cook, 
Croll; 
Hastings, 


Allmand, 
Andras, 
Basford, 
Cashin, 
Choquette, 
Clancy, 
Code, 
Crossman, 


(PRICES) 
For the Senate 


HOUSE OF COMMONS ON CONSUMER CREDIT 


Hon. David A. Croll, Chairman 


the Honourable Senators 


Hollett, 

Inman, 

McDonald (Moosomin), 
McGrand, 


O’Leary (Antigonish- 
Guysborough), 
Thorvaldson, 
Urquhart, 
Vaillancourt—(12). 


For the House of Commons 


Duquet, 

Horner (Acadia), 
Irvine, 

Lablanc (Laurier), 
Lefebvre, 
MacInnis, 
Mandziuk, 

Matte, 


36 members 


Quorum 7 


Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


McCutcheon, 
McLelland, 

Olson, 

Otto, 

Ryan, 

Scott (Danforth), 
Smith, 
Whelan—(24). 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966’? where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.”’ 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, mo- 
ved,—That the First and Second Reports of the Special Joint Committee 
on Consumer Credit and Cost of Living, presented to the House on Friday, 
April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


First REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 138, 
1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
lems of consumer credit, be instructed also to enquire into and report 
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upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 


House accordingly. 
After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 
vember 22, 1966:— 

The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 

That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 

The question being put on the motion, it was— 

Resolved in the affirmative. 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, November 24, 1966 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Cook, Hollett, Inman, 
McDonald (Moosomin), McGrand and O’Leary (Antigonish-Guysborough) .—7. 


For the House of Commons: Messrs. Basford (Joint Chairman), MacInnis, 
McCutcheon, McLelland, Otto, Scott (Danforth) and Whelan.—7. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 

The following were heard: 

Economic Council of Canada: 

Dr. John J. Deutsch, Chairman. 
Dr. John Dawson, Staff Economist. 


At 12.30 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, Inman, McGrand 
and O’Leary (Antigonish-Guysborough).—5. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, Leblane (Laurier), MacInnis, McCutcheon, McLeland, Scott (Dan- 
forth) and Whelan.—9. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Jacques 
L’Heureux, C.A., Accountant; Mr. John J. Urie, Q.C., Counsel. 


Dr. Deutsch was further heard. 


Ad. 9;40.0.m. the Committee adjourned until Tuesday next, November 29, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAwa, Thursday, November 24, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Mr. Ron BASForD, M.P., Co-Chairman, in the Chair. 


Co-Chairman Mr. BAsForD: Honourable senators and Members will please 
come to order. Before calling on our witness this morning, I would like to make a 
few brief remarks resulting from a meeting of the Steering Committee held on 
Tuesday afternoon. 


Some time ago IJ, as one of the Chairmen of the committee, made an appeal 
to Canadian housewives to send in to your committee specific evidence of price 
abuses. Hundreds of these letters explaining consumer problems have been 
received by the committee and by our research staff, and those letters have been 
extremely helpful in outlining problems that consumers are experiencing today. 
And I might say to the ladies of Canada: Keep them coming, because they are 
very useful. 


We are also aware that a large number of consumer protest groups have 
sprung up across the country in the last month or so. Some of these groups have 
asked to appear before this committee. When first outlining the work of the 
committee in late September, the Steering Committee felt that first priority had 
to be given to obtaining detailed financial and statistical information from the 
principal distribution levels of the food industry. Hearings with retailers, whole- 
salers, food processors, meat packers, economists and representative national 
organizations have completely filled up the committee’s schedule until Christmas. 


The schedule of hearings after Christmas has not yet been settled. On 
Tuesday last the Steering Committee met and reaffirmed that it was necessary 
for the committee to hear all points of view and that particularly plans should be 
made to obtain the views of consumer protest groups, either by written submis- 
sions or by appearance before the committee. Those wishing, therefore, to submit 
written submissions or appear before the committee should write to us—the 
Prices Committee, Parliament Buildings, Ottawa—in order that our program for 
after Christmas can be arranged and settled. 

I do not know whether any member of the Steering Committee wishes to 
comment on that, but that is a reflection of the view arrived at last Tuesday with 
regard to the requests we had had from a number of protest groups wanting to 
be heard. 

Mr. Scott (Danforth): Mr. Chairman, I think what you have said pretty 
well accurately reflects our views. 

The thing we want to emphasize to the public is that we are very interested 
in hearing all these groups who represent consumers. Up to now we have only 
been able to hear the large corporations and chains, and at some later stage we 
want to get into the whole area of the consumer. I hope the press will reassure 
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them that they are not being left out; that it is only because our schedule was 
arranged months ago that we could not accommodate them at this time; and 
that we do want their views. 


Co-Chairman Mr. Basrorp: Members of the committee, we have before us 
this morning, and this afternoon if need be, the very distinguished chairman of 
the Economic Council of Canada, Dr. John Deutsch. I should like to apologize to 
Dr. Deutsch for the absence this morning of my Co-Chairman, Senator Croll, 
who unavoidably has to be in Toronto. 


With Dr. Deutsch is Mr. A. J. R. Smith, a prominent member of the Council, 
and Mr. D. L. McQueen, a senior staff member of the Council, and Mr. Fred 
Belaire, special assistant to the chairman. 


Dr. Deutsch wishes to make a few brief introductory remarks. His official 
statement, of course, is contained in the Third Annual Review of the Economic 
Council of Canada, After he has done that he will be open to questions from’ the 
committee. Perhaps I might explain that I have instructed Dr. Deutsch that he is 
more than welcome to be seated, but he tells me that he is an old school teacher 
and he prefers to stand. 


Dr. John J. Deutsch, Chairman, Economic Council of Canada: Mr. Chairman 
and members of the committee, I am very pleased to come and participate in 
your studies today, and to make myself available to you for questioning with 
respect to the Council’s review which has just been published. I thought you 
might be interested in a very brief description of the background of this. 


As you know, the Economic Council was set up by an act of Parliament in 
1963, and in that act the Council’s terms of reference are set forth. Just to 
remind you they are, very briefly, as follows: 


It shall be the duty of the Council to advise and recommend to the 
Minister how Canada can achieve the highest possible levels of employ- 
ment and efficient production in order that the country may enjoy a high 
and consistent rate of economic growth and that all Canadians may share 
in rising living standards, and in particular it shall be the duty of the 
Council— 


And then follows a long list of special matters which spell out these very 
general terms of reference in more detail. So, it can be seen that our terms of 
reference are extremely broad in relation to the economic and social problems. of 
Canada, and the achievement of our economic and social goals. 

Furthermore, the Council is instructed by the legislation in the following 
words: . 

The Council shall, annually, prepare and cause to be published a 
review of medium and long term economic prospects and problems. 

The Council may cause to be published such studies and reports 
prepared for the use of the Council as it sees fit. 


This is the basis upon which we have prepared our annual reviews. It is our 
duty to produce them, and this year we have issued our Third Annual Review. 
The present review goes further than being merely a third annual review 
because in it we include also the report of the Council on a reference that was 
made to it by the government. The legislation establishing the Council has 
provision that the government may refer matters to the council for study and 
report. It is under this authority that the government requested a little over a 
year ago—perhaps it is a year and a half ago now—to make the following study: 

1. To study factors affecting price determination and inter-rela- 


tion between movements in prices and costs and levels of productivity and 
incomes. 
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2. To report on their relationship to sustained economic growth and to 
the achievement of high levels of employment and trade and rising 
standards of living. 

3. To review the policies and experiences of other countries in this 
field and their relevance for Canada. 


Those were the terms of reference, and the Prime Minister, in talking about 
them, said: 
I believe it will be useful to launch a broad examination into these 
matters. 


So, the Council was requested to undertake a broad examination into these 
matters. 

This means that we are to consider the basic policy problems, but we were 
not requested to go into specific prices, and things of that kind. This is not-what 
was intended by the terms of reference. The Council was requested to make a 
broad examination of these matters, and that is what we have done. 

We have included the results of our work and studies on this reference in 
this Third Annual Review, in chapters 3, 4 and 5. In chapter 5 we have set down 
our conclusions based on this analysis, so that that chapter is the achanies giving 
our conclusions on that study. 

This combination of the annual review and the report on the special refer- 
ence is not gratuitous because in many ways, and in any case, in our studies we 
would have been concerned this year with this problem Ge reconciling the 
problems of maintaining reasonable price stability, high levels of employment, a 
rising standard of living, and productivity. We would, in any case, given a study 
of the economy, been involved in examining this matter, so it is, in a real sense, a 
part of our review as to how to achieve our economic goals in this country. The 
combination of the review and the report is entirely reasonable and logical at 
this time. 

Mr. Chairman, I do not want to go into details because the results are all in 
the report, but I thought you might want to have something of the background of 
how it came into being, and the purposes we had in mind in bringing it out at 
this time. 


Co-Chairman Mr. Basrorp: Thank you very much, Dr. Deutsch. The first 
member of the committee I have on my list is Senator Carter. 


Senator CARTER: Dr. Deutsch, I wonder if you would bring us up to date on 
the present state of the economy. Is it still expanding, though less sharply than 
before, has it levelled off, or has it reached the point ot it could develop into 
a down-turn? I ask this question because I think there is some division among 
economists as to which of these situations prevails at the present time. 


Dr. DEUTSCH: I am not at all surprised that there is a division amongst 
economists, because at the present time it is not easy to tell just what is 
happening. There are signs pointing in one direction, and there are other signs 
pointing in another direction, and this applies to both Canada and the United 
States at the present time. But, the available information indicates that the 
economy has tended to flatten out since the late spring. The index of industrial 
production flattened out after April. There was a slight rise again in September, 
I believe it was—there was a slight bump in September—and we do not know 


what has happened since. I think it is proper to say that information indicates 


that there has been a flattening out since the late spring. 

There are also indications that there is a tendency for construction and 
investment to flatten out: The preliminary signs that are available—and they are 
not conclusive yet—indicate a continued flattening out in investment over the 
next year, but these are just preliminary signs. I would not want to have too 
much emphasis put on this. 
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Now, what does this mean? Does this mean that we will have a continued 
flattening or a further down turn, or a revival? I do not think it is possible to 
give answers yet to this question. As far as Canada is concerned much will 
depend upon the course of events in the United States. We are, of course, 
tremendously influenced by the trend of events down there. The studies and 
assessments made in the United States are not fully available, but they are going 
to be made available during the coming month. There is the President’s report to 
Congress, the report of the Council of Economic Advisers, and there is the 
President’s budget message. In those reports they try to assess the American 
situation. But, that information is not yet available, and it is tremendously 
important for our affairs. 

Also, the course of the Viet Nam war is going to exert a considerable 
influence. It did in the past year and it can again in the future. 

These are the uncertainties in the picture, but, to put it briefly, there has 
been a flattening out. There are some preliminary signs that the flattening-out 
will continue. Whether it will result in a down-trend or an actual recessionary 
downturn, we do not know, but it indicates we have to be very careful at this 
point, and very watchful. The timing problem is going to be critically important. 

I think I said the other day that this is probably a watch and wait kind of 
business—the keeping of a careful eye out, and making timely changes in policy 
when the movement seems to be fairly clear. 


Senator CARTER: With respect to a down-turn, just what is a down-turn? As 
I understand it, the economy has to keep expanding at the rate of about 2 per 
cent or 3 per cent per year in order to take care of the increase in our labour 
force. 


Dr. DEUTSCH: Yes. 


Senator CARTER: Is it a down-turn when it falls below that figure of 2 or 3 
per cent? 


Dr. DEuTSCH: Yes, I think, in our terms, what we would like to see is the 
economy growing and expanding at what economists have come to call its 
potential growth path. In other words, if we are going to have full employment, 
and a full use of our capacities, we should grow at a certain rate, and that is 
determined by the number of people coming forward into the labour force for 
whom jobs must be found, and the extent to which we extend our capacities 
through new investments. The economy must keep growing sufficiently to pro- 
vide opportunities for the people who want jobs, and so that we can use our 
available potential capacity. That requires the economy to grow at a certain rate. 

In normal times when you are not catching up slack this would mean a rate 
of growth of about 5 per cent, in real terms. We have gone faster than that 
because we had slack before we started. If the economy drops away from that 
rate of growth then you tend to get rising unemployment. If that takes place 
then there is something of a recession. 


Senator CARTER: So, it is fair to say that we must maintain a growth of at 
least 3 per cent in order to keep pace with the growth in the labour force? 

Dr: DEUTSCH: We have to keep expanding. There are two factors in total 
output. First of all, our economy must expand at the rate of pretty close to 3 per 
cent just to take care of the increase in employment. Then of course there is also 
the increase in productivity resulting from new capital investment, and so on. In 
our country the long-run productivity increase of the economy has been about 2 
per cent, and the two together are 5 per cent. 

Senator CARTER: To increase our standard of living? 

Dr. DEUTSCH: The extra two per cent increases it. 


Senator CARTER: What about increases in prices. 
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Dr. DEUTSCH: I am talking here in real terms, in terms of physical volume 
alone. In actual income there is a price factor which gets into it, and I did not 
talk about that. 

Senator CARTER: A 5 per cent increase in real terms. 


Dr. DEUTSCH: Yes; in physical volume. I should have emphasized that. Now, 
if prices are rising that will be a different factor. 


Senator CARTER: If I interpreted your report correctly, and correct me if I 
did not, as I understand it the big factor in dealing with inflation is to keep an 
eye on total demand. 

Dr. DEUTSCH: Yes, this is the most important big factor, not the only one, 
but the big one. 


Senator CARTER: One of the main factors. 
Dr. DEUTSCH: That is right. 


Senator CARTER: And in dealing with this total demand you have two main 
instruments, fiscal policy and monetary policy? 


Dr. DEUTSCH: That is right. 


Senator CARTER: And in the application of these instruments timing is very 
important? 


Dr. DEUTSCH: Very important. 


Senator CARTER: Could you tell us about your assessment of the timing of 
the application of the instruments that have been made say in recent months and 
if this timing should continue, how it would apply to the future? You have stated 
that we are not certain whether we are on the verge of a downturn or not, and 
that we apply measures and policies on the assumption that the economy has to 
be restrained. Now, in your opinion, should there be any change in that, or is it 
too soon to make any predictions? 


Dr. DEUTSCH: This problem of timing always poses a very serious difficulty 
for the authorities, because, first of all, if these big demand policies, which are 
very important, are wrong there is not much you can do; there is no gimmick to 
get you out of trouble if your basic policies are wrong. They will not give you the 
best performance by themselves. They have to be reasonably right, and if they 
are not reasonably right there is no gimmick or magic cure to solve your 
problems. That is the experience of our country as well as all other countries. 
The timing of the process is also very important and the combination of them. 
Timing presents very real difficulties, because there is a lag in these things. 
When you change your policies they don’t bite right away, there is a lag of six 
months to a year and a half before they grab, before they do what you want 
them to do. You have to guess ahead a considerable distance which makes it even 
more difficult; you must have some kind of view of where you are going in time 
to make your changes, because the changes will not take effect until six months 
or a year and a half, or somewhere between the two. 


Senator CARTER: Thank you. 


Mr. ALLMAND: I have a supplementary. How would the federal system 
aggravate this? If you have to act quickly to counteract certain demand pres- 
sures, with a federal government, provincial governments and municipal gov- 
ernments, involved, how can the federal government cope with this quickly? 


Dr. DrEutTScH: I will come to that too. I will keep your supplementary 
question before me, because it is a very relevant point. 

The problem of timing is extremely important and very difficult, difficult 
because our information is not good enough in many cases, and it is not 
sufficiently up to date. There is a need for better information and more analysis. 
That is why I put so much emphasis on it, because the existing information is not 
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good enough to do as well as one would like to do in this field. Furthermore, 
there is a time lag in the information. In the past we usually saw where we were 
afterwards, but did not know where we were at the time, and this is a very 
serious problem. That is why we put so much emphasis in our report about the 
improvement of this aspect of things. 

Also, because of these difficulties and because of lack of information and so 
on, the Economic Council has taken the view that we should not be too much 
concerned with very short term fluctuations. You probably cannot guess them, 
anyway, because of lack of information, and if we did try to guess we would 
make many mistakes and matters would become worse. Perhaps, therefore, we 
should keep our eye on the longer run and try to get a better performance for 
the longer run, and not worry too much about very short run changes. 

If the downturn does not become persistent, as soon as you are clear on this 
you change your posture, release your restraints. On the other hand, if you wait 
too late there is not very much you can do about it, and once you have missed 
your timing in this short term cycle it is extremely difficult to do something that 
is very effective. That is one of the frustrations in this business. You can make all 
kinds of moves if you like, but they are not going to be very effective. So that 
this timing question is extremely important and very difficult and until we get 
our information much improved and our analysis improved this difficulty will 
continue. 

Let us suppose that we make a decision on the assumption that we are going 
down but it turns out that we are not going down at all, but going up, then by 
taking expansionary measures we are going to be in real trouble and have a bout 
of inflation. So it is important not to jump too quickly, otherwise you will create 
for yourself very serious troubles if you guess wrong. 

With regard to the supplementary question which was asked earlier, in a 
federal system, such as ours, of course, government measures are dispersed 
between the central government and ten other governments. In a central state 
you have only one government to deal with, but in our country some of the main 
levers, as we call them, are a divided responsibility. Certainly monetary policy is 
a federal responsibility, which the federal government can deal with and take 
initiatives about. But in fiscal policy the role is divided. Until not long ago the 
federal government was quite predominant in fiscal policy because it had a fairly 
large influence in that whole field. In recent years, however, this role has become 
somewhat smaller, and the role of the provinces has been increasing, so the 
amount of the leverage in the federal government is not as great as it was. 
However, it is still considerable, and let us not underrate this; it is not as 
powerful as at one time, but it is still very considerable, and this is not an 
unusable instrument; however, it is no longer so complete or predominant an 
influence as it used to be. 

We have kept this very much in mind in our recommendations. We are 
suggesting that there be a formal and orderly approach to this problem regularly 
once a year before governments come around to making their budgets and key 
that to next year’s policy, and that there be a very thorough discussion of the 
economic situation between the federal government and the provinces based on 
studies that are specifically made. We are suggesting that the budget white paper 
be published two or three months earlier in the late fall for the purpose of 
discussing the current economic situation, and also that certain investment 
surveys both short and long term, be made available ahead of time. All this 
material should be made available for authoritative discussion by the federal and 
provincial governments in the late fall and published so that the public can be 


informed on what is being considered and have a thorough discussion of the 
economic situation. 
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We are also suggesting, as you know, that there be a joint committee of the 
Senate and the House of Commons, at least, that some consideration be given to 
it, where these reports are put before the committee and discussed there. That 
means we have a thorough examination of the state of 'the country, as to where 
we are going in the light of this, and the fiscal policy to be developed between 
governments for the coming year. That is the way we propose that we should 
take care of this very real problem you are mentioning here, the division of 
responsibility over this field in Canada. 


Mr. ALLMAND: The only problem is that there is no power in such a case. If a 
government such as that of Ontario disagreed with the central authority on the 
influence of fiscal measures, you may have both governments acting at cross 
purposes. One may wish to introduce certain social welfare programs and the 
other may say that would be inflationary. 

Dr. DEUTSCH: This is inherent in the situation. These are sovereign govern- 
ments in their own field and there is room for disagreement. What else can we do 
but use the information we have, providing it as objectively and as carefully as 
possible. That is why we want this to be public, so that a consensus can develop, 
bringing independent objective views to bear on it. That is the only answer 
there can be. That is why we emphasize the need for public discussion and 
expert analysis, objective analysis and the political consultation which goes on. 
That is the only way you can get agreement and consensus, by basing it on good 
information and the best analysis you can find. 

Senator CARTER: I am back to my question about timing. Do I understand 
from what you have said that it is impossible at the present time to say whether 
our timing up to date has been right or not? 

Dr. DEUTSCH: Up to the present time? 

Senator CARTER: Yes? 


Dr. DEUTSCH: The Council says that the kind of restraint policies that were 
followed in this present year were about right, in its view. We thought the 
general weights of these restraint policies were appropriate to the circumstances. 
The Council also points out that what has been happening in these past several 
months raised the question of timing. One has to give it very careful considera- 
tion. If this flattening out continues, if investment continues to flatten, and 
perhaps decline, timely decisions will have to be made about adjustment of this 
restraint. That is what we are saying. At what moment are you ready to make 
that adjustment, is not an easy thing to say. At the present time I am not myself 
in a position to see clearly, and I do not think anyone else is, either. 

Much will depend on the United States. This is the single most important 
thing. There they have not yet done the work; they do it at this time of the year. 
Between now and the end of the year the Americans are very busy preparing 
their economic reports—the President’s report to Congress at the start of the 
session and the report of the Council of Economic Advisers. These are very 
important for us. 

I would like to get a clear view of their assessment of their situation. Then 
we would be in a better position to make our judgment. 


Senator CarTER: Dr. Deutsch, in your report you say that one of the causes 
of inflation is our attempt to take out of the economy more than we put into it. 
Of course, what we take out of our economy we take for things like old age 
pensions, social measures, medicare, and so on. With our present social security 
program, which takes more than we spend on defence, and with the proposed 
program, is there a danger that we might take out more than the economy will 
stand. 


Dr. DEUTSCH: Senator Carter, the important thing is the total amount we try 
to take out, the overall amount. You can divide that up in a number of 
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ways—more in social security, less of something else; or less in social security 
and more of something else. This is a matter of judgment. This is a problem of 
whether we are putting too much pressure on the economy. That depends on the 
total pressure, the total demand for resources. This is the important thing. 
If the total demand is too big, you are in trouble. That can only end up in 
creating inflation. If you try to take out, overall, more than you are producing, 
it is an overall problem. 

There is also the problem about impacts. If you push in one place too 
quickly, you might get rises in that one place and this brings other problems. 

The basic thing is that if you have the load overall, you are going to make 
demands on the resources and there is only one answer, you drive prices up. This. 
is the important thing—not so much how you divide it up, although this has 
certain other effects. It might have effects on the standard of living, it might. 
have effects on other people, sociological, political and other effects. You have 
to make a judgment. 

The mere fact that you have done something in one direction is not neces-. 
sarily going to bring about inflation. It depends on the total. 


Senator CarTER: No, but when you initiate a series of programs, you cannot. 
modify them, they go on and on and on, and all you can do is add to the total. My 
point is, have we got to the point when we should not be adding more to the 
total? 

Dr. DEuTScH: Whether you should or should not add to the total is a decision. 
that rests on other grounds. It rests on social grounds, political grounds—I am 
not using “political” with a big “P” but with a small “p’’—it rests on social 
philosophy and that sort of thing. If you are adding new things and already 
have a full load on the economy, and if you cannot reduce in one direction, you. 
must reduce in another direction. 

What you have to keep an eye on is not to overload the economy as a whole. 
If you are going ahead in one direction, and then add in another direction so as to 
overload the economy, you are in trouble. On the other hand, if you work it so. 
that you have a cutback somewhere else to accommodate it, that would be a 
proper decision. 

Senator CARTER: If the economy is fully loaded? 


Dr. DrutscH: If the economy is fully loaded, and if you want to add 
something else, you have to— 


Mr. Scott: As a supplementary, in your judgment, is the economy fully 
loaded at the present time? 


Co-Chairman Mr. Basrorp: I think that was Senator Carter’s question. 


Dr. DEutscH: At the present time the economy is flattening out. Up to 
recently, it has been fully loaded, until this flattening out. It may be a little 
overloaded in some respects. If this flattening out continues and even goes down, 
it will not be overloaded. 

Only a few months ago, the economy was fully loaded and in some ways 
overloaded; but since then there has been a flattening off and the pressure has 
come off a bit and the problem now is, is this flattening out going to continue and 
become a turndown. If it is there will be room then for production. 

Another way of doing it is this. If your economy is overloaded, and you want 
to do something more, the other way is to increase output somehow, by increas- 
ing productivity. This is the best way of doing it. If you can increase productivi- 
ty, you can get more things. 

Increased productivity means producing more with the same means. This is 
the best way of doing this. That is why we put so much emphasis on productivity 


in 7 ieee reports. Our productivity performance leaves something to be: 
desired. 
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We have been emphasizing in the Council that it would be a very good thing 
if we could improve our productivity, that we can do more things without the 
risk of price inflation, or not so much risk of price inflation. That is why there is 
so much emphasis on productivity improvement. 

Otherwise, you have to stay within the total production. You can shift that 
around, if you want to, for good reasons; or you can add to production by better 
productivity, and then you can do more things without the risk of price inflation. 
At the moment we are at a sort of turning point. 


Senator CARTER: I would like to get clearly one of your statements. A 
picture comes in my mind, when you say the economy is leveling off, that 
production is leveling off and we are going down—as I understand you, what you 
mean is that when it levels off there is room for more expansion? 

Dr DEUTSCH? Yes: 

Senator CARTER: It was a false picture I had in mind. 


Dr. DEUTSCH: If it really levels off and production does not rise, we are not 
achieving our potential. The economy has to move, as we say, on a potential 
growth path. This potential growth path means that you have to expand the 
economy to take care of almost three per cent increase in the labour force; and 
output will increase also by the increase in productivity. The two things go 
together. It has to grow that fast, if you are to achieve potential. 

If it flattens off, it will not take long before you find yourself not absorbing 
your labour force and you are really not using your capacity. The question now 
is: Do we continue to flatten out or go up again, or will we go down? 

At the moment there are signs pointing in both directions. In the first place 
there are definite signs to suggest that we have flattened off and are going down; 
on the other hand, the underlying position is quite strong. You see, we have come 
through a period of rapid growth in this country without having created much 
excess capacity, which is usually characteristic of boom periods. Normally, when 
you have reached the top of a boom, you have created quite a lot of excess 
capacity. This was true, for example, of the last boom in 1956. We came out of it 
with quite a bit of excess capacity. However, this time there is very little sign of 
any excess capacity. Although there are one or two places where there may be 
some, generally speaking, there is not much sign of any excess capacity. 

In other words, this means that the underlying position is pretty strong. If 
you make a mistake under such circumstances and suppose that in fact you are 
not going down but will be going up, and on top of that you give it more steam, 
then you may overshoot the mark. Once having done that you are going to have 
an awful lot of trouble dealing with the situation. 

We should be very careful not to be premature about these things, because 
the basic underlying position at this time is fairly strong. 


Co-Chairman Mr. Basrorp: Senator Carter, I would like to move on. I have 
put your name down again. Mr. Scott, you have a supplementary, I believe. 


Mr. Scott (Danforth): Thank you, Mr. Chairman. Before we leave this 
point, Dr. Deutsch, are you, from your studies, able to indicate to us any of the 
basic factors that may have brought about this levelling off? 

Dr. DEUTSCH: One of the most important factors is that there has been some 
softening in the automobile industry, which is a rather large industry in North 
America. Perhaps you remember its rate of expansion has slowed down for some 
time. This has had a certain effect. Then there is some indication that forward 
investment plans are turning down. Housing has slumped. These are matters that 
have tended to slow things up. 

Another thing is that rising costs have resulted in pressure on profit margins 
which have tended to go down. This is not an unusual thing in this kind of 
development. You reach the stage in the so-called business cycle where there is a 
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tendency for profit margins to get squeezed. That has been happening in Canada 
more so than in the United States. This also has an effect on forward planning on 
businesses. 

All these factors have tended to have a dampening effect. The real question 
is how persistent will they be, and this is very difficult to discern at the moment. 
There are conflicting signs as to what the main factor will be. I think the 
American picture will be fundamentally decisive as to the direction we finally 
take. 

These are some of the factors tending to dampen these things down. 


Mr. McCutcHEon: I have a further supplementary, Mr. Basford. Referring 
further to Mr. Scott’s question, Dr. Deutsch, you have given us your signs 
pointing to a downward trend. Would you care to elaborate on those signs which 
point the other way? What are they? 


Dr. Deutscu: First of all we have not got much excess capacity, as is 
sometimes the case with booms. This means that as the population grows and 
continues to grow there is a need for expanding output. Since we do not have 
much excess capacity, we have to continue to expand. This is a good situation. 
Secondly, our exports are doing very well on the whole. We have had a very 
good year in exports, and, at the moment, they still seem pretty strong. Whether 
they will continue to be strong depends again on the United States. That is why I 
always come back to that point. That is the question. At the moment however, 
they seem to be pretty good. We have had the biggest wheat crop in our history 
by far and we have markets for wheat on a scale which we never had before. We 
are exporting 550 to 600 million bushels. This is far above what we ever reached 
before, and all these things add strength to the economy. 

In spite of the fact that there is some softening in automobiles and slowing 
up of forward investment plans at the moment, in spite of these things, these 
other factors that I have mentioned are quite good and that is why I say the 
underlying position is fairly strong. Therefore, it is not by any means clear what 
this flattening off will mean four or five months from now. 

Again I emphasize that the way the American economy goes will be the key 
to our situation, because whether our exports continue strong will depend on the 
American economy, and, if they do continue strong, that will be a very important 
factor. That is where the link comes in, and that is why it is so important to 
watch the American economy. 


Mr. ALLMAND: Dr. Deutsch, since this committee began in September we 
have been studying mainly food prices. We have done so because, of all of the 
consumer goods, that with which the consumer was most concerned was food, 
which seemed to be going up the most. In fact, D.B.S. figures showed that food 
had the greatest increase in the last year. 


Dr. DEUTSCH: Yes, they did show that. 


Mr. ALLMAND: Do you have any evidence which would indicate whether 
these increases in food prices were due to the general inflationary pressure or 
due to factors which are particular to the food industry? 

Dr. DEUTSCH: I would say, Mr. Allmand, that there is a bit of both in it, as 
far as we can tell. The business boom, if I may call it that, in North America, the 
business expansion we have in the last five years, plays a part. You see, 
economies have been expanding quite rapidly in the last five years. The demand 
for food is rather inelastic, but for meats and some dairy products, and vegeta- 
bles, the higher the incomes are the more people will spend on those things. So 
there has been more demand, and the more demand rises the more pressure 
comes on these things. There has been an element of that in it. 

Also, farmers under those conditions have more difficulty getting labour 
because the demand for labour is high in the economy. To get the necessary 
supplies of labour especially in places where labour is intensive, such as in dairy 


CONSUMER CREDIT 1543 


production and vegetable farming, the situation gets more difficult. So you have 
a supply problem. 

This is only one factor, however. In addition to that there have been some 
particular factors as well which have not worked in favour of lower food prices. 
The hog cycle happened to be contrary. It went in the wrong direction. Just as 
demands for meat went up sharply, the output of hogs went down. So in food 
prices indexes you will note that pork has gone away up. This has had an effect 
on other meat prices, on beef and even on chicken. This has had a rather bad 
effect. Then, unfortunately, there have been some climatic situations in vegeta- 
bles and in fruits in the United States. The climate in 1965 was particularly 
unfavourable and there were some shortages which aggravated the situation. 
Then, of course, the general food situation in the world has tended to tighten up 
over the last four or five years. The growth in population in the world is now 
very rapid and the demand for food in the world is rising so rapidly that it has 
tended to clean out surpluses. You may remember that in the 1950s we always 
had surpluses which dampened the markets. There were big surpluses in both 
the United States and Canada. These have disappeared by and large so that the 
situation is tighter at a time when world population is growing and will continue 
to grow very fast. This has added a sort of general tightness to the whole 
situation, which, compounded with the other factors, creates the present situa- 
tion. 

As far as the retail situation is concerned there is a continuing increase in 
the price of service elements in the cost of foods. 

As far as we can see from our studies, these non-food costs have been rising. 
They were less than half of the total cost in 1949. They are now much more than 
half of the total cost of food at retail. 


Mr. ALLMAND: You are referring to service elements that go into food. 


Dr. DEUTSCH: Yes, and these have been rising relatively. This has also 
tended to add to the rising prices. There is no simple answer to this question. 
It is a complex of quite a few things. 


Mr. ALLMAND: Further to this, sir, have you made any study or do you have 
any opinion on the economic effects of the volume of advertising in the food 
industry in Canada? We had a Swedish expert here who has a role similar to 
yours in Sweden, and he said that in Sweden they have very little advertising in 
this area, either in the journals, on television or radio. Have there been any 
studies made of the economic effects on demand of the advertising volume in 
Canada? 


Dr. DEUTSCH: No. 


Mr. ALLMAND: Or in the United States—or, indeed, the North American 
continent? 


Dr. DEeutscH: I am not familiar with any that have been made. We have 
noticed in our own studies the so-called advertising element in food service cost 
has been rising. In one of our tables you can see that. You will see the proportion 
of advertising has tended to rise, including such things as trading stamps. That is 
one of the elements in the overall rising service cost. What effect this has had on 
demand, I do not know. I do not know of any studies that have been made, as to 
whether it has had any effect on the demand for food. Generally speaking, food 
demand tends to be pretty inelastic in our society, and I would myself think that 
the total demand for food would not be much affected. At least, I would be 
surprised, as an economist, if it did. It might shuffle it around in a different way, 
but I would be surprised if it had an effect on the total demand, because food is 
not a thing people spend rising incomes on mostly. So, I would be surprised, as I 
say, as an economist, if it would have an overall effect on food expenditures. I 
doubt it. 
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Co-Chairman Mr. BAsrorpD: May I ask a supplementary question? 


Mr. Fullerton has advocated to the committee that we tax advertising in 
order to decrease demand. I take it your remarks would not support that 
suggestion. 

Dr. DEUTSCH: I was not talking about advertising in general but only on 
food. 

Co-Chairman Mr. BASForRD: Generally? 


Dr. DeutTScH: That is a different question. I was talking particularly about 
food. In general, I do not know; I have not studied this matter. This is a 
sociological and psychological sort of thing, and I am not expert in that field. I 
have not seen any studies on it. However, I am talking about food particularly; 
that is the particular area. You must not use that argument for the general case, 
because the elasticity of demand—and I am using economists’ terms—the 
“elasticity of demand’”—that is to say, what people would buy as incomes 
rise—is much greater in other fields, durable goods and things like this, and even 
clothing. There you might be able to stimulate demand. I do not know, but at 
least that is the theory. But in food, demand tends to be rather inelastic anyway, 
and I do not think the total amount spent on food is very much increased by this. 


Mr. ALLMAND: A final question. In your report you do not seem to have 
much faith in guidelines. From that do I take it you imply that we might need 
some more stringent control of prices, or none at all? You said, when you 
criticized guidelines, that you want something more, you want price control or 
price review. I would like to have your attitudes on price control. 


Dr. DEuTSCH: Let me come at your question as you put it. On guidelines 
generally, the Council does not feel—on the basis of very considerable studies we 
have made on the working of guidelines in other countries, the experience under 
them and the views of the people who have looked at these things in great 
detail—that they are likely to be practicable in this country, for various reasons 
we have described. This is not a favourable country in which to use this type of 
device, for the reasons we give. 

Secondly, our conclusion is that a guideline policy deals essentially with 
symptoms and not with real problems. This is the real criticism of them. 
Guideline policies may have some value as an educational device. I think they 
have had some educational value. You start a public debate and discuss what the 
economy can and cannot produce—something like the discussion we had a little 
while ago. But we say there are better ways of getting this educational value, or 
just as good, without some of the risks you have in the guideline policies. As I 
say, they deal essentially with symptoms, rather than with real economic prob- 
lems. It is like the situation when something gets overheated, the only way to 
deal with it is to bring the temperature down and not rig the thermometer. I 
know there is a great temptation to rig the thermometer, but that does not deal 
with the problem. The thing to do is to bring the temperature down. You may 
try to fool yourself by rigging the thermometer, but that does not do anything; 
and that is all it is really. So, we say that given the special difficulties in Canada 
this would not be a good way to use our energies and we should get on with 
much more important things and get down to realities. 

We say that basically you must have your fiscal and monetary policies right. 
If they are wrong, then there is not much that will help you. However, these 
policies alone are not enough to get a good performance. In the economy the 
pressures do not come evenly. As demand increases there are pressures in some 
places more than others, and you get bottlenecks and shortages of supply, and so 
on. You have instabilities in the system. The big one in this country is construc- 
tion, which swings very widely. It is a much bigger industry in this country than 
in the United States and has had more influence on the economy. This industry 
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has fluctuated very widely and has caused great pressures and difficulties when 
we come to booms. When it swings down it is a very unstable element in the 
whole picture. It is the cause of a good many of the excessive cost and price 
changes that occur in these swings. If you could stabilize it a bit more, both the 
non-residential construction and housing, you could take some of these pressures 
out of the system and reduce the bottlenecks and the cost and price increases 
that occur. 

Then there is one more very important element, much better planning by 
governments, much better forward planning of construction programs, and gov- 
ernments should not aggravate these swings, which they have tended to do in the 
past. At least, if they cannot do anything more, they should at least be reason- 
ably stable and help stabilize the whole industry and, if possible, even counter 
the other fiuctuations. At least, they should be much more stable in the develop- 
ment of their programs. As I say, this has not been the case and, in fact, govern- 
ments have tended to aggravate the instability. Therefore, this requires better 
forward planning, longer forward budget making and much more careful plan- 
ning at the different levels of government. This would be an important addi- 
tional element. 

Then there are particular shortages, and so on, that occur. You must try to 
foresee them as much as possible. This means better information, and this is 
particularly so in the field of manpower. In this particular boom we have run 
into great shortages of skilled labour, causing bottlenecks and difficulties and in- 
creases in costs. This is the kind of thing we should try to foresee, and we should 
have better information. 

Also we should have adequate manpower policy to deal with these things. 
That is why the Council has emphasized very much the importance of manpower 
policies. In our country, like all modern industrial countries, there are tremen- 
dous shifts taking place between demands for various skills. Through automation 
and technological changes demands for certain kinds of skills are rising very 
rapidly and others are going down. Unless you cope with these things you are 
going to get the increases in costs. Manpower policies that provide for better 
and quicker training and help people move have a lot to do with solving that 
problem. We should have a whole series of supply policies. 

We must also get an adequate improvement in productivity and keep 
emphasizing the need to improve our efficiency and productivity and competitive 
position in the world. This has to be emphasized. If these things are done, then 
with good fiscal and monetary policies plus these kinds of supply policies, we 
should get along fairly well. 

Mr. ALLMAND: You do not think price controls would help? 


Dr. DEuTScH: Not as a normal thing—I am not talking about monopolies 
here. How to deal with monopolies, and so on, is another problem. Excessive 
market power is another problem. 

You may need some regulatory or price control mechanisms in those fields 
but, in general, assuming that monopolies and excessive market power are not 
what we are talking about, then I have no feeling that price controls are a very 
effective way of dealing with the problem. They deal with symptoms. If you have 
a problem or a pressure point, or something that causes things to jump up, you 
have either got to reduce the demand or increase the supply. There is no other 
way. You must reduce the demand or increase the supply. I prefer, personally, to 
increase the supply, but if you cannot do that, and if you are worried about the 
increase, then somehow you have got to take the pressure off the demand. Price 
controls do not do either of these things. That is what I mean when I say they 
deal with symptoms, and not with the problem. It is no use wasting our time on 
those things. It is fooling the troops. 
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You can do something else. You can put on price controls if you combine 
them with rationing, because then you are dealing with demand. But, price 
control, without anything else, just deals with symptoms and that is all. It does 
not deal with the real problem. 

But, when you come to monopolies and market power then that raises other 
problems. 


Mr. Scott (Danforth): In that general area is the Council making any 
studies? You used the phrase ‘‘selective price controls”. 


Mr. DEUTSCH: Yes. 


Mr. Scott (Danforth): Is the Council making any studies in the area you 
mentioned? 

Dr. DEuTSCH: Very much so. This is the next big reference we are going 
into. We are taking a look at this whole question of market power and monopoly, 
and we are examining all the ways of dealing with this matter. We have in this 
country a certain approach in regard to anti-combines policies, as you know. We 
are reviewing them to see if what we are doing is adequate in relation to the kind 
of economy and society we now live in. We are just starting on this whole 
examination. 

Of course, there are problems in this field not only of price, but problems of 
efficiency, the use of resources and everything else that comes up. These are 
essentially longer run problems. We may need particular ways of approaching 
and dealing with these problems of excessive market power and monopoly. 

Co-Chairman Mr. BASFoRD: Have you concluded, Mr. Allmand? 


Mr. ALLMAND: That is all for now, Mr. Chairman. 
Co-Chairman Mr. BASFrorpD: Senator O’Leary? 


Senator O’LEARY (Antigonish-Guysborough): As a previous member of the 
committee pointed out, Dr. Deutsch, we have been examining the food industry 
for the most part in this committee. In your remarks you referred to the profit 
squeeze in industry generally. Have you evidence of this taking place in the food 
industry, for example? 

Dr. DEutscu: In the particular food industry—no, I was speaking in general, 
Senator O’Leary. I was not taking specific industries. I would have to look at the 
specific case in order to be able to answer your question. You must remember 
that I talked in general, and in general there has tended to be a decline in unit 
profits recently as you will see from our chart. They went up in the early stages. 
What happens normally in one of these expansions is that in the early stages of 
the expansion profits rise faster than wages and salaries. Unit profits tend to go 
up. Then, in the latter part of the expansion, salaries and wages tend to catch up, 
and profits tend to go down. 

You will see this happening on the charts at page 227 of the report. There 
are two charts there, one with respect to Canada and the other with respect to 
the United States. You will see there unit labour costs and unit profits. You will 
see that the profits tend to fluctuate a good deal more than wages. They go up in 
a period of expansion. From 1960 on they are rising, and then you see them 
coming down as we get to the top of the boom. This is not unusual. This may not 
be true of specific industries inside the whole: 

Senator O’Lreary (Antigonish-Guysborough): Yes. I think it is important 
because my interpretation so far of the evidence given us is that the food 
industry has not suffered any pains. 

Dr. DEuTScH: That may well be. I have not looked at that particular 
segment. You must not particularize on my general statement. 

Senator O’LEARY (Antigonish-Guysborough): By the same token I could not 


agree that in the food industry we have suffered a greater profit squeeze than the 
United States has. 


CONSUMER CREDIT 1547 


Dr. DEUTSCH: In the food industry? 
senator O’LEaRY (Antigonish-Gysborough): Yes. 


Dr. DEUTSCH: You may well be right, Senator. I have not the figures with 
me right now, or figures for any particular industry. You must not generalize. 
They may move differently. 

Senator CARTER: May I ask a supplementary question? 

Co-Chairman Mr. BASForRD: Yes. 


Senator CARTER: At page 124 you give the gross margins for food processing, 
and I notice that the margins for breakfast foods are away ahead of those for any 
other kind of food. In fact, they are away ahead of the margin for the total food 
industry. 

Dr. DEUTSCH: Yes. 

senator CARTER: Is there any special reason for that? 


Dr. DEUTSCH: I happen to have with me Dr. Dawson, who was the secretary 
of the Royal Commission which studied this matter. He is a member of our staff. 
May I ask Dr. Dawson to say something about that? Dr. Dawson was secretary of 
the Stewart Commission which examined food margins a few years back. 


Dr. John Dawson, Staff Economist, Economic Council of Canada: What was 
the question? 


Senator CARTER: The gross margins in respect to breakfast foods range 
from— 

Dr. DEUTSCH: Yes, it is on page 124, gross margins in food processing. 

Senator CARTER: Yes. They go up to 75.4 in 1954 and 75.3 in 1959, and down 
to 70.9 in 1963, as compared with half that figure for the industry as a whole. 
These figures are three or four times those for meat products. 

Dr. Dawson: I think I should make a comment on this. This is a processing 
industry that the Price Spreads Commission did single out for particular atten- 
tion in its report in 1959. It is an industry which had relatively high profits in 
relation to its investment throughout a good part of the fifties, and also an 
industry which had substantial advertising costs. That was the situation then. We 
do not have as much information on the breakfast food companies or cereal 
producing companyies through this last period as we had through the period 
from 1949 to 1957, so I really cannot comment on the situation since then. I have 
seen some of the evidence given before this committee, but I have not really 
studied it. 

Senator CARTER: But it is still up in 1963. 

Dr. Dawson: The material here suggests that the industry has not changed 
that radically in the last few years. 


Senator CARTER: They have not changed their profit margins. 


Co-Chairman Mr. BAsrorpD: This was the evidence the other day, Senator. I 
asked them if any change had occurred, and they said: “‘No”’. 


Dr. DEUTSCH: They said: ‘‘No’’? 

Co-Chairman Mr. BASForRD: Yes. 

Mr. URIE: Should it not be emphasized, Dr. Deutsch, that this is dealing with 
gross margins? 


Dr. DEUTSCH: Yes, these are gross margins. They are not just profits, but 
they are margins to cover their advertising and everything else, and this is a 
very big element in the total cost. 


Senator O’LEaARY (Antigonish-Guysborough): You point out here in chapter 
4 and also in your summary, and you referred to it in your remarks, that one 
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of the greatest contributing factors to increases in the food industry is the 
marketing costs, and you have broken them down into the costs of marketing, 
packaging and distribution. 


Dr. DEUTSCH: Yes. 


Senator O’LEaRY (Antigonish-Guysborough): To your knowledge is the 
great price increase that has taken place in the food industry over the past few 
years due to the particular services that are given, and if this is so do you not 
think that the volume should have been able to compensate for this increase? 


Dr. DeutscuH: I suppose the volume probably has, but the cost of the services 
has grown even faster. As you know, you have plenty of evidence that the 
amount of services that are now incorporated in food is much greater than the 
amount ten or 15 years ago, and this costs money. Even the parking spaces 
outside the big supermarkets cost money. The range of services has increased. 
The processing has increased. The packaging has increased. All these things cost 
money, and they have increased the cost to the ultimate purchaser. 

Now, presumably the purchaser finds that all these things are of a conveni- 
ence to him, but he may think that some of them are not. Some of them are 
promotional operations. The end result has been that these kinds of costs have 
been rising more rapidly than the cost of food itself. That is true. I suppose if 
these things are undesirable then somebody should come forward and offer the 
consumer something else. If people do not want these services, these things, then 
perhaps it would be a good thing if there were opportunities for consumers to 
buy these products without these things. That is another way of looking at it. 

Presumably we could see people trying to buy food on another basis, if that 
is what consumers want. How to achieve that is of course a problem for 
consumers and those that are concerned with this matter. There are various 
ways of dealing with it. Co-operatives are one way out that might offer the 
consumer food without all these things that they do not want. 


Senator O’LEARY (Antigonish-Guysborough): You have not actually made a 
study of consumer wants? 


Dr. DEuTSCH: No. if there is concern about it, one way would be to encour- 
age development of other ways of serving the consumer, if that is what he 
wants. 


Senator O’LEARY (Antigonish-Guysborough): But in considering the in- 
creased costs in the marketing processes in the distribution of components, you 
did consider promotion? 


Dr. DEUTSCH: Yes, we did. 
Senator O’LEARY (Antigonish-Guysborough): And advertising? 


Dr. DEUTSCH: You will see in Table 123 a column on advertising, and you 
will note that it is a rising proportion. 


Senator Cook: And Table 222 indicates that the unit costs are coming down. 
Dr. DEUTSCH: Yes. 
Senator Cook: Is that indicated in relation to volume? 


Dr. DEuTScH: This is the result of pressure on costs, I think, both the 
pressure of costs and increasing volume. 


Senator Cook: There might be a lower unit cost. 
Dr. DEUTSCH: That is true. This would be a combination of both factors. 


Senator O’LEARY (Antigonish-Guysborough): I am not in disagreement at 
all. This is very obvious from your charts and from the evidence we have had 
here. Perhaps we are into the other field as you said, the monopoly area. 

Dr. DEUTSCH: Yes. 
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Senator O’LEARY (Antigonish-Guysborough): I will give this example. We 
considered cereals here and we found, for example, that a company had done 
very well in 1965. On September 1 they increased the price of one commodity, 
which was one of their largest selling commodities, by 13 per cent, and their 
answer was that this increase was their actual anticipated rising cost for this 
year, and that was the reason for their price increase. 


Dr. DEUTSCH: What did they include in costs? 


Senator O’LEARY (Antigonish-Guysborough): They included ingredients. 
Then we went on to a witness immeditaely following that in the cereal business 
and he said a 5 per cent increase had taken place, and accordingly they added 5 
per cent to their product across the board. 


Dr. DEUTSCH: Because somebody else did? 


Senator O’LEaryY (Antigonish-Guysborough): That I do not know, but they 
added 5 per cent across the board. 


Dr. DEUTSCH: This is tricky, and may be due to what we call leadership, or 
may be due to the market. You would have to look at the individual situation. 
When the price rises in the most competitive market of all, price tends to rise for 
everybody, even though you have no monopoly control. On the other hand, when 
you have very few producers you get the situation often where one is a price 
leader and the rest follow behind. Every individual situation has to be looked at. 


Mr. Scott (Danforth): You mentioned in your report something about 
taking a regional look at things. Is there any agency at present with the power 
and the facilities to look into specific increases of this nature? 


Dr. DEUTSCH: Yes, there is a combines administration. 
Mr. Scott (Danforth): They do not do it automatically? 


Dr. DEUTSCH: They can do it automatically if they wish, or on the basis of 
complaint. Both things apply. This is the Restrictive Practices Commission. 
There is such a body and they make a great many investigations to find out 
whether monopoly has been operating or not or whether combines have been 
operating. You can complain and have an investigation made, and they issue 
reports; there are great stacks of them. The question is, is it operating in the 
best possible way. That will be our next reference, and we shall be reviewing 
and looking into the whole question. 


Co-Chairman Mr. BASForRD: Some very careful studies have been made on 
this question. Since none of the members of this committee are professional 
economists, it occurs to me that only so much in the realm of economics can be 
received at a time, and I suggest that we take a 15-minute recess. 


(Recess) 


—Upon resuming: 


Mrs. MacInnis: I want to begin by saying that I do not want to break the 
thermometer. I wish I were able to question less clumsily than I have to because 
I have not got this economic terminology. Perhaps my line of questioning is a 
little different from the questioning so far. 

I say right away that I think everybody agrees that the key to the whole 
business is productivity, increasing the share of the pie. 


Dr. DEUTSCH: Increasing the pie. 


Mrs. MAcINNIS: For some of us, the problem is this. There are a number of 
other factors tied in with productivity. As a matter of fact, the reason for this 
committee is because there has been a great deal of dislocation this year among 
certain groups. There has been much dissatisfaction. We have had the farmers 
with their tractor parades, the housewives with their boycotts, the wages strikes, 
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the great distress among low-income groups such as old age pensioners. In this 
committee, we have seen this lopsidedness of income, where the strongest groups 
get the most out of this. Whether it is wages or prices or profits, the strongest 
ones in each field take out what they can get. It has been a matter of each one 
competing for the share of productivity, such as it was. 

Supposing we say that more productivity in the round means more income 
all round. Supposing we look at the productivity, at any time. I want to get at 
your Council’s thinking as to whether there is any way in which we can get some 
kind of meaningful balance among these different factors—the profits, wages, 
salaries, prices, the Government allowances or pensions, and the people on 
retirement allowances. 

Does your Council believe that there is nothing to do but just let each group 
fight for a share of the income from the productivity—that there cannot be 
anything else done except to inform the public as to the general facts of the 
economic situation? That is what I would like to get at. 


Dr. DeutscH: I think, Mrs. MacInnis, that I know what you are getting at. 
First of all, about increasinig the size of the pie, I think we all agree that the 
bigger the pie is, the much easier it is to solve the problems. This is always a 
good thing to do at any time, and you are able more easily to solve a lot of the 
problems when the pie is growing. 

The standard of living always depends on the size of the pie, so the basic 
productivity is extremely important. All problems become easier to solve, all 
people have a higher standard if that is done. If that is not done, there is nothing 
else going to give it to you. After all, the question of division of the pie is the 
question you are coming to. 

Mrs. MacInnis: That is it. 


Dr. DEUTSCH: The question of the division of the pie is also very important. 
The question is how do we divide it most fairly, having regard to all the criteria 
that are proper here. This is a very difficult problem. 

Le me just run over the various economic and social goals of the council, in 
order to indicate the degree of concern we have about these things. The first and 
perhaps most important economic and social goal a country can have is full 
employment. If people are out of work, that is the worst way in which they can 
lose income. Therefore, to share in our growing potential it is extremely impor- 
tant that people have the opportunity to get meaningful work. That is absolutely 
one of the most important things of all in order to share in the possibilities of the 
economy. There must be opportunities available for people. That is why this goal 
of full employment is very important in the problem of income distribution. 

If you do not get full employment, there will be dispossessed people who 
have nothing and who will have to live on relief and so on. Of course, that has 
to be done where there is no work. I am not against relief in such a case. The 
first thing is to give adequate opportunities to people to use their capacities and 
talents. We are concerned about this very important goal. 

Secondly, we should achieve an adequate rate of economic growth. These 
two things are related to each other, since, if we do not grow fast enough, we will 
not have opportunity for full employment. Also, the rising productivity in the 
growth is important. Growth is made up of two things: How much work there is 
and how productive the work is. If you make your work more productive by new 
technology, new methods, better efficiency, better management and so on, then 
you get more out of it and you get a higher standard of living. That is important. 

If you lift up lower incomes by more productivity, you have more available 
for this purpose without taking something away from somebody else. It is always 
easier to give somebody something in addition than to take something away from 


somebody, you know. If you can get new resources to lift lower incomes so much 
the better. 


CONSUMER CREDIT 1551 


Our third goal is reasonable stability of prices. Why do we have this as one 
of our goals? If we do not get reasonable stability, people are going to suffer. 
When I refer to stability I do not mean an absolute, rigid stability. Our system 
does not work that way, because fluctuation is the essence of our system. It is a 
mixture of public and private enterprise which works on a market basis as 
against a rigid, controlled basis. On the market basis, some prices are going to 
go up and some are going to go down. This is the way the system works. But 
what we do not want is a general upward drift of prices at too rapid a rate. If 
we do not get reasonable stability of prices, some people are going to suffer: 
the old people, the weak people, the ones who are the weakest. 

Those people who are weakest, in the market sense, very often are old or are 
simply handicapped in one way or another or are the lowest income group. These 
are the ones who often suffer from rising prices. In the market struggle, they 
cannot keep up or there are lags in the social legislation. Therefore, reasonable 
stability of prices is something we should aim at very largely for the sake of 
equity, I would say. It does not take care of the whole problem, actually, but it is 
one of the elements. 

Moreover, if you get too unstable prices, it is hard to keep a smooth rate of 
growth in the economy, and then you get larger fluctuations. One of the impor- 
tant reasons is to maintain equity as much as possible, especially for the weaker 
people. When prices are rising rapidly, it almost never happens that you keep 
those lower levels up. Legislation lags, social welfare benefits lag, and so on, and 
those people who live on fixed incomes cannot adjust them. 

Our next goal is a viable balance of payments. The reason for this is that, if 
you do not keep the balance of payments viable, you are going to have to do 
some drastic things. They may stop your rate of growth and they may cause 
unemployment. So you must keep your eye on the balance of payments and not 
get into trouble. If you do get into trouble, then in trying to solve that trouble 
you are going to have to do things that are not very palatable and which are not 
good for the economy or for the people in it. 

We do see some demonstrations at the present time of troubles in other 
countries that have not been able to keep the balance of payments viable. 
Therefore, it is important to do this. 

Finally, we say that we should have equitable distribution of rising incomes. 
This is something we should be working to achieve. 


Mrs. MAcINNIs: How? 


Dr. DEUTSCH: That is a good point—how? This is something tne Council has 
been asked to do and something we address ourselves to seriously. There are 
many aspects to this problem. We have begun on some of them. It is quite 
Obvious there are many places in this country, groups, regions and areas, where 
incomes are low, and they are below the levels which are desirable on any 
grounds. Our policies should work to raise these. For instance, this arises re- 
gionally, for one thing. We have whole regions in this country where incomes are 
relatively low compared to the rest of the country for the great majority of 
people, and they have been so for a long time. This is one aspect of this problem. 
In our second review we have a considerable section on this, and we have started 
on this regional aspect. 

There are other aspects too. Take the distribution of incomes. There are 
areas, to use the common phrase now, of poverty. The first thing we have to 
know is why these exist. There are many reasons; they are not simple. Some 
arise through a persistent set of circumstances that have brought the situation 
about. We have to try to correct these. In many cases people are locked into 
situations where there is no future. How do you get them into areas and 
industries where better opportunities exist? Secondly, they may have a long 
inheritance of inadequate education. That has to be corrected. In other places 
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they have not enough social capital. That needs to be corrected. These are some 
of the causes of these things. This is what we want to address ourselves to. Also 
there are categories of occupations that tend to be very low in income. What are 
the reasons for this? When we find the reasons, we should work at them. This is 
what we have to do, and this is a very necessary part of the concern of the 
Council. 

IT am afraid that again, like all these things, there is no solution that can be 
found over night to all these problems, but the sooner we get started, the better. 
Not only the size of the pie, but the division of the pie is part of our concern. 


Mrs. MacInnis: May I ask whether you believe as a mechanism in getting 
pensions or incomes to a minimum standard escalator clauses perhaps, first of all, 
in Government pensions or allowances or retirement pensions of any kind, 
should be included, beginning with the lowest groups? 


Dr. DeutscH: Our Council has not pronounced itself on this particular 
question. I must make clear what I am speaking of is what the Council has done. 
You are asking me personally. 

I have a good deal of sympathy for what you are suggesting, frankly. If, in 
fact, we are caught in rising prices for some reason or another—and sometimes 
we cannot help it for reasons outside our country, and so on—then I think the 
weakest elements of the community should not be made to suffer unduly. I 
personally have a good deal of sympathy for dealing with those things, but the 
exact technique is another question, the ways you can do it—whether you use 
the simple indexing technique—that is one thing that has been tried—or some 
other way of doing it. Indeed, we have it now in the pension scheme, to some 
extent. 

As I say, I have a good deal of sympathy in this regard. The weakest 
elements in our community should not be made to suffer unduly in things like 
this. For those who have to depend on these kinds of incomes I think there 
should be an effective way of making adjustments. 


Mrs. MacInnis: What is bothering me is that as productivity increases I do 
not see what mechanism there is for practically the same thing happening with 
increasing productivity, that it goes relatively to— 


Dr. DEUTSCH: To the highest levels? 
Mrs. MAcINNIs: Yes, the way it has been doing. 


Dr. DeutTscH: Actually, the history does not prove that at all. The longer 
term trends have not shown that. If anything, they have gone in the direction of 
a more even distribution over time. You may say this has not gone fast enough, 
but the trend has been in the direction of a more even distribution in the last 50 
years. You may say this is not fast enough—that is another argument. There is 
room for considerable improvement, I admit. Especially among these lower 
groups and the poverty areas of our society, there is a great deal of room for 
improvement. 


Senator CARTER: May I ask a supplementary question? I think what Mrs. 
MacInnis is thinking is perhaps what we are all thinking about, and that is that 
we are entering into an age of automation which will increase productivity 
tremendously, and who is going to get the benefits? I wonder if you could 
provide any figures whereby you could give the committee the percentage of the 
gross national product represented by increases in profits as compared to the 
percentage increase in wages? 


Dr. DEUTSCH: It is in the book here. 
Senator CARTER: Where? 


Dr. DEUTSCH: We have a table which gives the percentage of wages, profits 
and interest, and other incomes. 
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Senator CARTER: In terms of the G.N.P.? 
Dr. DEUTSCH: Yes, on page 137. This goes back to 1926; that is 40 years back. 


PERCENTAGE DISTRIBUTION OF NET NATIONAI, INCOME — 


1926-29 1950-53 1962-65 


Salaries, wages and supplements paid by 


Fe LENS STS penal yee nana i cote it lise en cay mM Stan parler 50 52 52 
IVULLIVALY otc ce ek he ls TTA OL ONO aah aed » 1 2 

Other. general/government:'<). Yisje) heii). Las 6 7 ] 
Persons. sil ansiitione in. bey. cl, ded «neues at 3 2 4 

DUO LOLA tektites, Gels ot, OTe) Leo, 59 63 68 

Pear UbALe Obl be DCLOLC ARs cilia, du hact ob Ries bre teds 11 16 13 
Rater iGa Weta ree We tment. AA Rita RIOL | ip ae ke (10) ( 8) (7) 

Deduct: profits remitted to non-residents.......... — 3 — 2 — 2 
Rent, interest and miscellaneous investment income... 10 6 9 
Deduct: payments to non-residents................ — 38 _ 

Net farm income from farm production............... 13 10 5 
Other net non-corporate business income............. 12 9 8 
PUCMIEMEI DORIS SF isor fin eerie ss seraehi nial, OB. % — 2 <—uer ll 
Net national income at factor cost............/0..... 100 100 100 


*Less than one half of one per cent. 


Source: Based on data from Dominion Bureau of Statistics. 


“Salaries, wages and supplements’”—that includes overtime and things like 
that—“‘paid by business.” It was 50 per cent in 1926-29; 52 per cent in 1962-65. 
Then there is ‘paid by military, other general government’”—government has 
been a rising employer. The total of wages and salaries in 1962-65 being 68 per 
cent of national income. Some of the rise is due to a decline in agriculture. 

Then ‘Corporate profits before tax’? were 11 per cent in 1926-29, 16 per cent 
in 1950-53, 13 per cent in 1962-65. Then if you take the taxes out—taxes went up 
very much over this period—it becomes 10, 8 and 7 per cent. 

Then “Profits remitted to non-residents’”—that is going outside the country: 
3 per cent in 1926-29, and 2 per cent now. The proportion going out of the 
country is not rising. If anything, it has gone down a bit. 

Then you have “Rent, interest and miscellaneous investment income.” This 
has gone from 10, to 6, to 9, per cent. “Payments to non-residents” have gone 
down a great deal because of the wartime repatriation of our bonded debt; it is 
now quite small, the net figure going out of the country. The big reduction has 
come in agriculture; this is due to the shift. Again, this comes back to the 
inelastic demand for food stuffs. As incomes rise people spend a smaller propor- 
tion of their income on food. It is the big factor that explains these figures: 13, 10 
and 5 per cent of national income. ‘“‘Other net non-corporate business income” 
—that is small business, not incorporated: 12, 9, 8. They are becoming a smaller 
element in the community. 

Then you have some statistical adjustments which are not significant. This 
gives you the broad trends. 

This is what I said earlier, that if anything the trend is slightly in the 
direction of wage and salary income as against property income, but one very big 
factor has been agriculture, which has become a smaller factor in our society. 
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Mrs. MacInnis: Could I ask you one more question? This is too good a 
chance to miss! Have any studies been made as to the optimum functioning of an 
economy, as to whether or not it is a good idea to have wide differences of 
income among certain groups like labourers and farmers and the overall spread? 
Have you made any studies to find out whether the thing would work better— 


Dr. DEuTSCH: If they were more even, or equal? 


Mrs. MacInnis: No, whether where there is a relationship it would be 
better. Our committee is concerned with this because there is an imbalance as 
between certain sections of the producers and the consumers. I am wondering 
whether you have made any studies along this line. 


Dr. DeutscH: No. This gets pretty sociological, you know, Mrs. MacInnis, as 
well as economic. In this country we have always to keep in mind another factor 
here, namely, that some of the people who get the highest incomes are the 
scarcest people because of their skills, and so on. In fact, I think the income tax 
returns show that the highest incomes, on the average, are those of doctors. Then 
you have all sorts of other people, and, of course, you have the business 
managers and owners, and so on. But, among many categories of skilled peo- 
ple—skilled in the sense of both professional and technical and managerial skills; 
both are very important—there is a world-wide scarcity. There is a world 
competition for these people, and we have not much choice but to stay in the 
competition. It is no use being woolly-minded about this. We are just in that 
competition, and we are in it particularly because we live next to the United 
States. We cannot make it go away. It is a problem. The only way you can deal 
with it, if incomes are too high, is to produce more of these people. We must have 
more education and more training so as to increase the number of these skilled 
people. That is the only way of coping with the demand. We are only a small 
factor. I suspect that the general range is set by North America. You might say: 
“Well, let them all go away if they want to”, but I suspect that that would not be 
good for the low income people either. 


Mr. Otto: Dr. Deutsch, I am going to ask you a question in connection with 
your definition of “demand,” but in reply to Senator Carter’s question you said 
that naturally we cannot take out of the economy more than is in it; that we 
must either reduce the demand or increase the supply. I take it that you are in 
favour of increasing the supply. 


Dr. DEUTSCH: Yes, as much as possible. 


Mr. Orro: I want to go further and find out whether we have any control 
over demand whatsoever. In other words, I should like to know whether it is a 
factor to be considered. You have stated that our economy does not accommodate 
wage parity with the United States. | 


Dr. DeutscH: At the present time, that is right for the economy as a whole. 


Mr. OTro: You have convinced the government, and you have convinced 
business, and you may have convinced the executives of organized labour, but I 
think you will agree that you have not convinced the rank and file of organized 
labour. Within a year or a year and a half we are going to have an absolute 
demand for wage parity—a demand that may not be a rational demand, but it 
is a demand that is influenced by all kinds of other factors. 


Dr. DEUTSCH: Yes. 
Mr. OTTo: How can we control that demand? 


Dr. DEUTSCH: I do not know what method will be used, but if by some 
method they were all trying to get parity in money wages—and money is what 
they talk about—things would happen pretty quickly to see that the real wages 
were not there. First of all, we would get into balance of payments trouble. That 
is the first thing that would happen. We would have to deal with that. I think 
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that is what would happen in those circumstances and it would bring the real 
wages down again. 


Mr. Otto: I am not asking you that. Iam asking: How do we control it? 


Dr. DEUTSCH: If it happens then things will happen in the economy that will 
correct it. How do you control it? I think in the first place the most important 
thing is to ensure that we do not over-heat the economy by putting too much 
demand into it. If you do that then you will push wages and prices up. They will 
rise. The opportunity for putting them up will be there, you see. If you keep 
demand within the capacity of the economy there will be a great deal of 
resistance—there will have to be—from the people who pay the wages. The 
people who have to negotiate will have to resist, otherwise they will go broke. 

When you get to the top of the cycle in a boom, this happens. This has 
happened more than once. But, practically speaking, when you get to the top of a 
boom you will see profit margins falling and unit wage costs rising. The compa- 
nies start getting pressed, and they start pulling in their expansion plans. When 
they reduce their expansion plans that brings down the level of employment. 
The companies have to resist wage increases because their profit margins are 
falling, and they will have to resist them because if they pay too much at that 
point they will go broke. 

The important thing is to keep the general weight of demand right, and if 
that is excessive—if you are putting more demand in when you are already 
operating full out—then what happens? The companies then can afford in money 
wages more than the economy produces, and when that happens prices will be 
driven up, and if you drive prices up far enough you get into balance of 
payments problems because you are sucking in goods from outside. Then you 
will have to bring the curtain down, and that is sometimes a rough business. This 
is what you have to try to avoid. That is why it is no good running along like 
that hoping you will get away with it, because eventually you come up against a 
balance of payments crisis, and you have to bring the curtain down. You may 
have to establish austerity programs and you may have to have an even tighter 
money policy. There is a demonstration going on overseas right now, and you can 
watch it. They are deliberately trying to shake labour out of some lines of 
production and thereby increasing unemployment. 


Mr. Otto: Dr. Deutsch, I would like to pursue an example. This will 
probably happen because the demand will be there—not the demand but the 
command will be there—but let us suppose the automotive producers are caught 
in the profit squeeze, as you have said, and they lay off 50,000 men. Under the 
orthodox view of demand and labour, wages would drop. 

Dr. DEUTSCH: I do not think they would drop necessarily. 

Mr. OTTO: I am taking the catholic orthodox view. 

Dr. DEUTSCH: I see—not the orthodox view of economists? 


Mr. Orto: Even though you know there is unemployment the wages in that 
industry will not drop a penny? 


Dr. DEUTSCH: No, I do not expect them to. 


Mr. Orto: In other words, the price of whatever cars are being produced 
will go up. Now, this is a result with which I agree whole heartedly, but what I 
am saying is: How then can you control demand? You have stated that we must 
either control demand or increase production. 


Dr. DEUTSCH: That is right. 


Mr. OTTo: You have stated that the chances are you cannot control de- 
mand— 

Dr. DEUTSCH: No, I did not say that. I said if you have too much demand the 
only real and effective solution is to bring the demand in line with your capacity 
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to produce goods. The main factors there are your monetary policy and your 
fiscal policy. These are the main things that determine the level of demand 
generally in our economy. Given a certain exchange rate at a particular moment 
the main factors that determine your demand level are your fiscal policy and 
your monetary policy. If they are running in such a way that there is an 
excessive demand you have to increase your restraints, both monetary and fiscal. 
You have to tighten up on your monetary expansion, or you have to increase 
your budget surplus. This is the way you control it. 

Mr. Otto: I want to pursue that subject because you have made the 


statement that you can do it by both monetary and fiscal— 
Dr. DEUTSCH: Both factors are important. 
Mr. Orto: But the demand, in your view— 


Dr. DeutscH: I am talking about overall demand. I am not taking any 
particular sector. I am talking about overall demand. 


Mr. Otto: Let us take overall demand, then. It is your view that the 
purchaser, or the person buying the goods, is concerned only with his income, 
and he makes a rational decision as to how he spends his income. 


Dr. DEUTSCH: I suppose he makes a decision as to how he wants to spend it. I 
am not going to go into his head and look to see whether his choices are my 
choices. He spends his income in the way he wants to spend it, yes. 


Mr. Otto: So I put it to you that the demand is not influenced by income, 
but by other factors such as advertising and promotion. Let me give you an 
example of a man earning $4,000 a year. He may not be able to afford a colour 
television set, but after all the advertising is through with him he knows he is a 
nothing until he gets a colour television set. If he has not the money with which 
to buy it he uses his credit and borrows the money. Is that man’s demand a real 
demand? 


Dr. DEUTSCH: It may be that the amount of credit available will have to be 
restricted. When you tighten up monetary policy you, in effect, do this. This is 
one way of doing it. If he wants a television set and he has the capacity to pay 
for it, then that is his business, but if the demand for credit is excessive then 
monetary policy can help to restrict it. 


Mr. OTTO: This is very drastic. 


Dr. DEUTSCH: Yes, it is very drastic. If you are overdoing something and 
want to break it you have to take restraints. 


Mr. Otto: That is what I wanted, because we have had evidence in commit- 
tee that of 75 per cent of the population that does use consumer credit, on the 
average they are indebted in an amount around $2,800, and at 18 per cent to 20 
per cent, it costs them about $500 or $600 a year on interest alone. The point is, if 
you restrict credit what are the manufacturers going to do and how are they 
going to sell their goods? 

Dr. DEUTSCH: Then the demand comes down, and that is what we are trying 
to do when demand is excessive. We are trying to restrict excessive demand. You 
cannot have it both ways. If I want to get down demand the only way is to 
reduce demand. I do not know of any other way to do it. 

Mr. Otto: But then you do not reduce desire. 


Dr. DEUTSCH: Oh, desire is another thing. I have enormous desires. My 
trouble is that I cannot afford them. 


Mr. Oto: Let us pursue this matter as far as the consumer is concerned. Is 
he governed by desire, or by income, or by demand? 


Dr. DEUTSCH: He is governed by all these things. He will fulfill his desires to 


the extent he can. We all do that. Our desires are enormous—that is one of the 
characteristics of human beings. 
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Mr. Otto: And advertising promotions enhance that? 


Dr. DEuTScH: Of course. For instance, I would like a Rolls Royce car, I 
think it is a wonderful car, but I cannot afford it; and the more they advertise 
them the more I think it is a wonderful car, but it does not help me at all. 


Mr. OTTO: Do you think the average person has the same restraint? 


Dr. DEUTSCH: I don’t know. I think one has to exercise restraint. I do not 
think I am any different from the average person. 


Mr. Otto: In other words, if advertising promotion is successful— 


Dr. DEUTSCH: It might cause me to make more effort, and then I get to the 
other side of the picture. I have heard people defend advertising, and I am not 
concerned at the moment whether they are right or wrong, this is a sociological 
question, but some are of the view that advertising increases desire, which it is 
intended to do. A fellow who becomes very desirous may go out and work 
harder. Perhaps his wife wants an automatic washing machine—she has seen it 
in a store operating with the soap suds, and the clothes come out white, and so 
on, and she tells her husband that she wants that machine; but perhaps he will 
tell her that he hasn’t the money, that they are already in debt. Well, she may 
urge him to go out and work a little harder and may hound him long enough 
until she gets the washing machine. It that case you are raising the product, 
increasing the supply. 

Mr. Otto: Do you think that is the way it works? 


Dr. DEUTSCH: It might in some cases. Let me put it this way. It may well be 
that our sensitivity to what we think about the good things in this world may 
cause us to put forward more effort, and that is not due only to advertising but to 
education in general. But if you increase your effort you get more output and 
have more to divide. There are differences in people. Some have more drive than 
others, and others more incentive, more desire to get certain things than others. 
If that can be stimulated perhaps that has an effect on supply. That is the way 
this works. 


Mr. Otto: So the ones who supply the goods, the manufacturers, and also 
promote demand, control supply and possibly a good proportion of the demand. 


Dr. DEUTSCH: You cannot control demand unless you have some way of 
affecting the over all demand. Advertising may very much affect a particular 
thing. In other words, you may decide that instead of buying steaks you will buy 
hamburgers so that you can buy a television set. That kind of shift can go on 
inside overall demands. This is a different question. I am talking about the over- 
all level of demand. 

Mr. OTTo: Recently I had part of a negotiation in a contract in which 
organized labour was concerned only with take home pay. They didn’t care about 
income tax, deductions for pension plans, or anything else, as long as the take 
home pay satisfied their desires and demands. Now, most people take this point 
of view, and probably it is immaterial what you tax them and also immaterial 
how much your product costs or what the promotion for the advertising budget 
is. If they want something, if they want a certain standard of living they are 
going to get it, because of the strength they have. Now, how can you put these 
two together? You have said that demand in one field is still governed by 
income. In this case, where the wage earner knows he is getting a pension plan 
and is being taxed, he does not care. He wants take home pay in line with what 
he wants to purchase. 

Dr. DEUTSCH: We all do that, that is natural; but in this case there is another 
factor, what can you afford to pay to him? 


Mr. OTTO: Well, but he does not care. 
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Dr. Deutscu: I know, but that is your worry, not his, and if an inflationary 
situation exists you can afford to pay him a lot more. On the other hand, if an 
inflationary situation does not exist you cannot afford to pay him that much 
more. That is what happens. That is your business, not his. He is going to ask for 
what he can get, of course; and he is right—he must. If you sit down together 
and say, “Look, I can only do this, but if I do that Iam finished,” he might say, 
“In that case maybe...” This is collective bargaining. This is what it is. The 
danger enters, when there is such an inflationary situation and your prices are 
rising and your profit margin expanding, that you give in too much. That is how 
the inflationary cycle works. That is what I mean by overall demand. Overall 
demand has to be kept in such a way where these settlements are such as not to 
create a spiral of price raises. The basic demand policies are the ones that 
determine this mainly. If the basic demand policies are wrong, are too inflation- 
ary, you are in a position to give inflationary increases. 

Mr. Otro: And if I cannot? 

Dr. Deutscu: And if you cannot you stop giving it. 

Mr. Orto: So I have to lay off my men, but the price does not fall off my 
goods. 

Dr. DeutscH: I would like to see some prices drop, and they do in some 
cases. But I am particularly concerned that they should not go up in general. If 
they remain generally level, I will buy that. As long as the over-all is reasonably 
level, that is what we are trying to shoot at. If you look at the prices of durable 
goods, for example they have tended to come down in our index. But as long as 
you get reasonable stability over-all I will be reasonably satisfied. 


Co-Chairman Mr. Basrorp: Dr. McGrand? 


Senator McGRAND: You mentioned about an hour ago that there was a 
tendency to lower profits and a lower productivity. What is the connection 
between the tendency to lower profits and the tendency to lower productivity? 
What I would like to know is when did a lower profit set in, because in the last 
financial report of most of the companies they recommend an increase in profits. 


Dr. DEUTSCH: We must be clear as to what we are talking about. There are 
such things as profits in total and unit profits, which are profits per unit of 
output. If you use total figures, in the aggregate, they are not comparable. 

On page 68 of our Third Annual Review is a chart referring to the manufac- 
turing industry, and it shows what is happening to profits and wages and salaries 
per unit of output. 
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CHART 3-2 
PROFITS AND LABOUR INCOME IN MANUFACTURING 
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Note: Seasonally adjusted quarterly data. The shaded areas denote recessions and the 
letters P and T denote peaks and troughs in the short-term Canadian business cycle. 


The top line of the chart shows that total salaries and wages have been 
rising. Profits are shown as having risen very rapidly after 1960, more sharply 
than wages or salaries. Then when you get to about “64” on the chart they start 
to flatten. 

When you get on to 1966, they start to turn down, but wages are still rising. 
If you go down to the bottom of the chart, you will see what is called “Wages 
and Salaries per unit of output.” This is a convenient way to calculate it. The 
costs of salaries and wages per unit of output are pretty flat, pretty stable. Itisa 
very interesting point in our North American scene. They have been pretty 
stable. Recently, there has been a slight tendency to turn up, but not very 
striking, in this long term comparison. 

Then you see “Profits per unit of Output’. They have been rising since 1960. 
In the early part of the cycle they tend to rise faster than wages and at the end 
of the cycle they tend to go down. This is not an unusual thing. This is due to the 
fact that, as you get to the top of the cycle, the demand is heavy, and a little 
inflationary. Costs are rising and it turns profits down and the rate of productivi- 
ty increase tends to go down. 
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Another thing, in this cycle business, is that when you get near the top of 
the cycle, productivity increases tend to fall off. Why is this? Usually, at that 
stage labour is scarce and becoming more scarce. You have to bring in less 
experienced labour, less skilled people, and the productivity tends to go down. 
This is natural. 

In the early stages, when you are expending employment from a level of 
unemployment, you take the most skilled people first, and so on, and you get 
down to lower levels as you go on. As you get nearer the top, the demand goes 
up and fewer people are available. There are not enough skilled people to go 
round. One of the important things about this boom is that there are not enough 
skilled people to go round, so you try to use the less skilled people, and the rate 
of productivity increase tends to go down. 


Senator McGRAND: What you mean is that this phenomenon of lower profits 
and lower productivity is not something that started in 1965, it was something 
building up? 

Dr. DEUTSCH: You see that line there. I am talking about manufacturing 
industry here only. I use this because this is a very large and important industry, 
it is the industry where large fluctuations occur. There are the big service 
industries, but these are not in here, because our information for services is bad. 
That is why I was not able to use it. Iam taking this particular industry, which is 
a very large one and one in which fluctuations take place. 

This is not an untypical situation. You see profits rising in 1961, ’62, ’63, at 
any rate. From 1963 on, they tend to flatten off, as they get closer to the boom 
stage. When you get right close to the top of the boom, they really start to turn 
down—This is indicated here. This has the effect of checking the boom. A 
manufacturer may say: “My profits are going down, I had better be careful here 
about my plans, my financial plans, and so on’, they start to pull their horns in 
and this has an influence in reducing pressure on demand. This is the way it 
works. You can stop this by pumping more demand in. You can expand mone- 
tary policy or run bigger deficits in government. But then you may get a price 
increase, if you do it at the wrong time, you start bidding up, prices rise, and you 
are into an inflationary cycle. 


Senator McGranp: At some time, you were discussing the shortage of food. 
Do you consider this is just a temporary thing, or is this explosion of population 
going to outrun the production of food? There must be a latent capacity in the 
world to produce a lot of food. What is the opinion of the people who have done 
so much work on this, such as the Food and Agriculture Organization? What do 
they feel about the capacity of the world to produce food—I do not mean this 
year or next year? 

Dr. DEuTScH: The longer period? 

Senator McGRAND: Yes? 


Dr. DEUTSCH: There is a great deal of concern in the minds of people such as 
the Food and Agriculture Organization and the United Nations about this situa- 
tion which you raise. As you know, the population of the world is expected to 
double by the end of this century. This means that in almost one generation we 
are going to produce as many people in the world as we did in all previous 
history. This is a fantastic thing. FAO has been pointing to this development and 
saying that this will mean an enormous increase in the demand for food. They 
are concerned that we will have serious problems in feeding this population. Let 
me explain that. The main success in increasing food production has come in the 
developed countries. The underdeveloped countries have had relatively little 
success in expanding food production, but it is there that the main population 
increase will be. So, while there is capacity to produce food—a lot of people 
agree that the world in general has the capacity—it is unfortunate that it is 
distributed in the wrong way. The capacity seems to be mainly in the highly 


CONSUMER CREDIT 1561 


developed countries, and other countries which have not been so developed have 
very little success in increasing food production quickly. That means we have a 
real problem in deciding how to get food to the people who need it. 

One way is to enable the underdeveloped countries to be more successful in 
increasing their food production. Otherwise, the developed countries must make 
food available to them. Those are the possibilities. That is a very real problem. 

senator McGRAND: The reason I asked the question was that there is 
evidence which comes in that convinces me, or I am misinformed, that the 
production of meat products is going to be less over the years. 

Dr. DEUTSCH: Less? I see. 

Senator McGRAND: When you consider the amount of tonnage of vegetable 
matter that is used to produce so many pounds of meat—in the face of a growing 
food shortage, what is the tendency to switch, on a more or less permanent basis, 
to a more vegetable diet and the use of less animal products. That is why I want 
to ask the question. 

Co-Chairman Mr. BASFrorD: More people should eat B.C. salmon. 


Dr. DrEutTscH: Undoubtedly, the place where the increasing demand will 
_have a pretty pronounced effect is in the field of meat. In the developed 
countries, as incomes rise, they tend to spend more money on meat. Meat is also 
the most expensive thing to produce in the way of food. Therefore, there will be 
pressures on meats and dairy products and these pressures are likely to be high. 

One way would be to use more food in vegetable form. It depends on what 
people want to do. They may chosse to pay the higher prices for meat, because 
they like it, and not use so many vegetables. It may be that the underdeveloped 
countries, which are not as well off as we are, may have to use more vegetables, 
if there is no other way of dealing with it. 

, The facts you mention are quite correct. There are more calories to be 
obtained at cheaper cost by using vegetables, if that is what people like to do, but 
they like meat, and may be willing to pay for it. 

senator McGRAND: It is a question of desire? 

Dr. DEUTSCH: Yes, and of their willingness. One way would be, for people 
who need a great increase in food supplies, to have the increase in the form of 
vegetables and grains and things like that. 

Co-Chairman Mr. Basrorpb: There is also the problem of obtaining enough 
proteins. 

Dr. DEUTSCH: Yes. Some vegetables are rich in protein, beans and things of 
_ this kind, if we want to use them. Meat is a very attractive form of protein and 
_ that is why it is so valuable. 

Senator CARTER: We ought to launch a campaign for the eating of more fish. 


Mr. WHELAN: This committee is studying the cost of food and many econo- 
mists have given us figures showing that the productivity in agriculture has 
increased tremendously per man, probably more than any production. Do you 
fee] that the Canadian consumer, the wage earner, pays too much of the amount. 
of money, for food stuffs, compared to other countries? 

Dr. DEUTSCH: Does he pay more, you mean? 

Mr. WHELAN: Does he pay too much of his income towards the cost of food, 
compared to other countries? 

Dr. DEUTSCH: I would not say so. 

Mr. WHELAN: Would you say that, if agricultural productivity in Canada 
were not as high as it is, the consumer would be paying more for food? 

Dr. DeuTScH: I think so, yes. You are right. Agricultural productivity has 
risen very rapidly. The number of people needed in agriculture has dropped 
greatly because of that. 

2522933 
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Mr. WHELAN: One of the things we are confronted with is whether a nation 
should try to maintain a cheap food policy. Do you think we should? 


Dr. DEuTSCH: I am not sure what you mean by a cheap food policy. I am in 
favour of everything being cheaper: We all are. It is a matter of relativity, isn’t 
it? Surely we should be prepared to pay enough for food to make sure we get the 
amount we need. That is the criterion, so it seems to me. 


Mr. WHELAN: We notice that some segments of our society pay much more 
for food than others, and, of course, it would be impossible to erect different 
sections in stores for different categories of consumers. In other words, you could 
not have the $10,000 income earners shopping on one side of the store and the 
$6,000 earner shopping on the other side and the old pensioner shopping over in 
the corner. But, in regard to policy, could we not subsidize food production to the 
extent where there would be a tremendous supply of foods at all times? And at 
the same time could we not give the producer an economic return? 


Dr. DEUTSCH: Where would you get the money for such a subsidy? 
Mr. WHELAN: From the high income people. 


Dr. DeutTscH: You would tax them? That is a feasible program, yes. You can 
put a high tax on high incomes and use the resulting money to subsidize the 
lower income brakcets and help pay for their food. However, that is a political 
problem, if that is what you want to do. 


Mr. WHELAN: It is a political problem, but is it economically feasible? 


Dr. DEUTSCH: Oh, these things are economically feasible. On the other hand, 
you may get some repercussions, you know. If your taxes are too high, you may, 
for example, destroy incentives in some places. People may go elsewhere where 
taxes are lower. That would be especially true of the higher income brackets or 
the higher skilled workers, because they do not have to stay here. There is a 
worldwide shortage of such people. They can go elsewhere. If you are willing to 
accept that as part of the picture on a net balance of costs, it is a matter of 
sociological and political decision. It is a matter for you to decide. You can look 
into the direct economic repercussions and see if you want to have them or not. 
It is not for an economist to answer that question. It can be done. We did it be- 
fore. We did it in war time. If that is what you want to do, if you wish to tax 
income in this way, you can do it. You would have certain economic repercus- 
sions. You might reduce incentives in certain areas. You might cause some people 
to leave the country. You might not have as many of these people to tax as you 
would want, because there are other places for them to go and so on. You have 
to accept the results. It is a matter of whether you want this or not. 


Mr. WHELAN: In general, food production has to depend on weather ele- 
ments and has to comply with market conditions: However, in the production of 
other material things, such as automobiles and television sets, the weather is of 
little concern and we can have overproduction, if the Lord is good to the 
producer. This generally benefits the consumer, though not in all instances. 

Now, Mr. Allmand was asking how they can cut off production and live on 
unemployment, et cetera. However, automobile manufacturers do not lower the 
price, if they have overproduction. They simply cut down production until their 
products have been purchased. 

You maintain that production, output per man, is the main thing in keeping 
our economy stable, but how can that be? One tremendous year in output of 
agricultural production throws the whole thing out of balance, does it not? 


Dr. DEuTScH: There are policies to deal with this kind of question, if that is 
your trouble. The system of floor prices is designed to deal with this problem. 
Mr. WHELAN: I am sure you are aware, Dr. Deutsch, that in Canada we do 


not have this policy of floor prices that maintains the economic unity. Less of the 
national overall expenditure by the federal Government goes to agriculture than 
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in any other country in the free world. We spend a lot less per capita. Ours is 
infinitesimal alongside that of the United States. How can you say there is such a 
policy? I know there is not. In many instances farmers are going broke, and not 
because they are inefficient. 

I can remember an economist in O.A.C. who suggested that inefficient 
farmers should be let go to become welfare cases if necessary. I suggest that we 
should simply call in ‘“two-gun Ralph” to shoot them all. This would be most 
efficient. But what happened to the inefficient farmers at that time? The feed 
companies and packers took them over and made them more efficient than the 
so-called efficient farmers. They were turned into efficient producers. 


Dr. DEUTSCH: Is that not a good thing? 


Mr. WHELAN: In spite of what the economist said, it was not a good thing for 
the efficient farmers at that time, because they were put out of business by the 
company farms which were being operated by so-called inefficient farmers. 


Dr. DEUTSCH: I do not know where we have got to now. 


Co-Chairman Mr. Basrorp: I was coming to that myself. I was going to say, 
Mr. Whelan, that I was finding it difficult to follow your question. 


Dr. DEUTSCH: I am sorry, I cannot get the question at all. 


Mr. WHELAN: I realize that I am surrounded by economists, but I am trying 
to suggest that— 


Co-Chairman Mr. BASForD: Could you put it in question form? 


Mr. WHELAN: I will get to that. Now, Mr. Chairman, Mrs. MacInnis asked 
for the leniency of the committee because her terminology would not be up to 
that of the highly educated people here. Mine will be up even less than hers, 
because I have less education than she. But what I am trying to say is that that 
economist told me that, if I could farm and exist on agriculture in 1952, I would 
be living in Eutopia. He went wrong some place. 


Co-Chairman Mr. BASForD: You went wrong. You entered Parliament. 


Mr. WHELAN: I will agree that I should have got out of agriculture. These 
inefficient farmers were taken over and given proper management by Swift’s 
and— 


Dr. DEUTSCH: I am all in favour of more efficiency. If it helps them become 
efficient it may be excellent. 


Mr. WHELAN: What is wrong with the Government developing a program of 
that type? There are many people who will become wards of the community on 
account of this present system. Are you in favour of that? 


Dr. DEuTsScH: I am in favour of helping the inefficient farmer become 
efficient. The Government can do a good deal to help. I agree with this in terms 
of helping them improve their methods and their seeds and so on. There are 
perhaps many ways. The Government has long been doing this, and one of the 
great Successes in agriculture in North America is precisely along this line. From 
an agricultural point of view we have been strongly successful in North America 
compared to any other part of the world. 

Mr. WHELAN: You are using North America in your terminology, but the 
United States have many programs that are much farther advanced than ours. 


Dr. DEUTSCH: I would agree that success has been even greater in the United 
States. There is great scope to help the small, so-called inefficient, producer who 
is now under pressure because technology is running against him in so many 
ways. How to adapt it to the family farm is a very important question, and how 
to do it more effectively. This would help us in our food production and give us 
adequate supplies of food. 

The council says in a section on food prices that one of the things that should 
get attention is precisely the point you are raising, sir, that we must give 
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attention to this very question of making the technology available to the farmer 
more effectively. The more we can do this the easier we will solve our problems 
and the more we will help the farmer and the consumer. 

Mr. WHELAN: At any rate, in the high cost of food some of this money was 
spent helping the so-called inefficient people become efficient producers. 


Dr. DeuTScH: That is the best way, I agree with you. 


Mr. WHELAN: On another point, the head of the Bank of Canada said that too 
many Canadians are living beyond their means. Do you agree with him on that? 


Dr. DeutscH: Did he say that? 

Mr. WHELAN: I was not here when he talked, but I read some newspaper 
accounts and got the gist of it from them. Perhaps the newspaper accounts are 
completely different from what the man said. 

Dr. DeutscH: I am not familiar with the present governor having said that. 
Are you referring to the present governor or the governor who preceded him? 


Mr. WHELAN: I am referring to the present head of the Bank of Canada. 

Dr. DEUTSCH: I am not aware of this. 

Mr. WHELAN: I understood that that was what he said, and I just wondered 
about it. 

Dr. DEutscH: The present governor is not in the habit of making such moral 
judgments. 

Mr. WHELAN: Then, in your own opinion, Doctor, do you think too many 
Canadian are living above and beyond their means? 


Dr. DeutscH: If you are saying that we have too much demand on the 
economy, that is, that we are trying to get more out of the economy than we 
are putting into it, then, yes, we have at times been living beyond our means 
in that sense. We may have been trying to get more out than we are putting in. 
But at the present time, as we say, there has been a tendency to flatten out in 
the economy. At the present time we are in a delicately balanced position and 
we may be going down, or we may flatten out. If that is the case, then we may 
be getting increasingly away from living beyond our means in that sense. 

On the other hand, if we go back some months, there were signs that we 
were trying to get more out of the economy than was in it, and that caused prices 
to increase. The situation has moderated since then, but you are asking me about 
now. There is not much evidence of overheated pressure than there was some 
time back. 


Co-Chairman Mr. Basrorp: Is that a delicately balanced moral judgment? 


Dr. DEutscH: It is not a moral judgment at all. Iam asking whether we are 
trying to get more out of the economy than we are putting into it. Are individual 
people getting more material goods than they should have? Is that a moral 
judgment or not? Instead of putting two cars in a garage, should they buy a 
piece of sculpture? I do not know; that is a moral judgment. 


Mr. WHELAN: Should they buy two cars or invest money is such a body as 
the Canada Development Corporation for the good of the country? 


Dr. DEUTSCH: You are asking, should they spend less money? That is, in a 
sense, a question of desire on the part of the people: how do they want to live? 
Do they want to have more savings or more cars in their garage? That is a 
matter of freedom of choice in our society. You can influence that in a number of 
ways by policies. If the Government decides the country should have more 
Savings because it is a good thing to have more savings, there are certain things 
you can do. The Government could follow policies which increase people’s 
interest in savings—produce better savings bonds and all that sort of thing. 


Senator Cook: Put the mortgage rate up! 


CONSUMER CREDIT 1565 


Dr. DEUTSCH: You can do these things if it is good public policy. 


Mr. WHELAN: You are talking about advertising. This creates the thought in 
people’s minds that they should have things. A certain part of our society has 
two cars, $50,000 or $100,000-homes, and communications are such today that the 
ordinary person in the lower income groups realizes this and has the desire to 
have these things. They create this line of thought. 

Dr. DEUTSCH: Yes. 


Mr. WHELAN: Why would a Crown corporation specifically create the 
thought that people should have things—like the C.B.C. did with coloured 
television? 

Dr. DEUTSCH: I do not know what you mean. 


Mr. WHELAN: The C.B.C. created coloured television, and created a demand 
for coloured television sets. 


Dr. DEUTSCH: This is a matter of Government decision, as I understand. 
Government decided that the C.B.C. should have the money to do it. 


Mr. WHELAN: From what I know of the Government making decisions, I 
think it is a Crown corporation decision and the Government puts their stamp on 
it. 

Dr. DEUTSCH: The Government has the money. I can desire a Rolls Royce 
but cannot afford it, and until somebody gives me the money I cannot buy it. If 
the Government had not agreed to spending money on developing television they 
could not have done it. If you do not want them to do it, tell them they cannot 
have the money, and that is that. 


Mr. WHELAN: If they had not created coloured television— 


Dr. DEUTSCH: If we had not invented television, we would not have it, is that 
what you say? 


Mr. WHELAN: No, not at all; that is not at all what I am saying. There are 
practical things on which to expend money, but the expenditures on coloured 
television are, as far as I am concerned, on a completely impractical thing. 


Dr. DEUTSCH: The only way to stop it, senator— 
Mr. WHELAN: On a point of privilege, Mr. Chairman, I am not a senator. 


Dr. DEUTSCH: I am sorry, sir. The question is that a decision has to be made 
whether you are going to put resources into this thing. It is in Government’s 
hands to make that decision. You can desire anything. I used to be Secretary of 
the Treasury Board; I can tell you that is quite a job. Departments had 
unlimited ideas on what they desired to do, but it is the Government that has to 
say, “Resources are available for this, that and that.” 


Mr. WHELAN: I have only been a member of Parliament for four years and 
in public life for 21 years. As far as what the Government has to say about what 
a department decides is proper, the department slams it before a minister for his 
okay, as far as I am concerned. It is almost fantastic for him to say it is 
Government policy. It is okayed by his top officials, and he accepts it. 


Dr. DEUTSCH: That is not my concept of Government. Mine is that the 
Government makes decisions. Civil servants may make proposals and sugges- 
tions on all kinds of things, but it is the responsibility of the Government to 
make decisions. That is my concept of democracy. 


Mr. WHELAN: Do you mean the Cabinet? 


Co-Chairman Mr. Basrorp: Mr. Whelan, I think the concept of Government 
is a little off the point at this stage. 


Mr. WHELAN: It has a great deal to do with our cost of living, and it is the 
policies that are so-called initiated by Government that have a certain amount of 
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effect on our cost of living, according to many financial writers and everybody 
else. 

My understanding is that as a member of Parliament I do not have a hell of 
a lot to do with any of these policies that are initiated. I am constitutionally part 
of the Government, but I do not have much to do with most decisions that are 
made. 

Co-Chairman Mr. Basrorp: I have something of a problem I want to put to 
you. Dr. Deutsch has been slated to address us this morning and also this 
afternoon. This, I think, is a pretty long and hard session for him. I have four 
names still on the list. I do not know whether it is the desire of the committee to 
try to finish up this morning and possibly have Dr. Deutsch back at a later date 
when we have had other evidence, or to have a session this afternoon. 

Dr. DeutscH: I am entirely at your disposal. Whatever is your convenience, 
I would be glad to do. 

Co-Chairman Mr. BasrorD: Thank you very much. 

I do not know how many people there are who want to ask questions. 

Mr. Scott (Danforth): It seems that as we go along more and more people 
think of more and more questions. Dr. Deutsch has been on the stand a long 
time. Why could we not adjourn, give him a decent lunch hour, and then come 
back? 

Co-Chairman Mr. Basrorp: Fine, if that is agreeable to the committee. That 
would give us a good session this afternoon, I would think. 

Mr. Scott (Danforth): And it would give us time to digest all the informa- 
tion. 

Co-Chairman Mr. BASForD: Fine. If it is the consensus of the meeting, which 
I feel it is, we will adjourn now until 3 o’clock this afternoon. 


Hon. MEMBERS: Agreed. 


The committee adjourned until 3 p.m. 


THURSDAY, November 24, 1966. 

Upon resuming at 3:15 p.m. 

Co-Chairman Mr. BasrorD: Members of the committee, will you please come 
to order. The first to ask a question, according to my list, is Mr. Scott. 

Mr. Scott (Danforth): In the discussion this morning you were telling us 
about certain factors that indicate to you a levelling off, and one of those that 
you mentioned was housing. I am intrigued by the section of your Council’s 
report dealing with this, and on reading it through it seems to me that you lay 
stress on the fact that over a period of time the policies of the various govern- 
ments, no matter at which level they are, had tended to aggravate in many cases 


the instability in the construction industry rather than help it. Could you enlarge 
on that a little bit? 


Dr. DEUTSCH: I would like to start, Mr. Scott, by saying that housing, and 
other kinds of investment, have not behaved in the same way. It has been 
typically the case in a period of expansion that general construction and invest- 
ment go up steeply, and as the demand for credit gets greater and interest rates 
rise, housing begins to fall off, because one of the places where tighter money 
normally strikes first is housing. It strikes at housing more than anywhere else. 
Conversely, when you get to soft money. This means that the housing industry 
and the construction industry are unstable. They go up and down quite sharply. 
In some ways, housing does act partly as a counter-cyclical influence to other 
investment, but only partly. I think that this is because the labour used in 
housing is not fully substitutable for labour in other kinds of construction. 
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The Council feels that housing is used too extensively in this way. It should 
be carried forward on a more stable basis, especially in the years ahead, because 
in the next five or ten years we will have a very rapid increase in the number of 
family formations in this country, and we will need a great many more dwell- 
ings. The curve rises very steeply. Therefore, we should have a policy which will 
foresee this requirement, and this means we have got to see a steady growth in 
housing in the years ahead. 

In the present boom there has been, in the past year, a very steep falling off 
in housing. We are concerned that this is going to build up into a very serious 
problem a year or two from now—if it is not already a serious problem in some 
cases. 

I do not know whether you can see this chart. It compares housing demand 
and family formation from 1961 to 1970, and actual housing starts from 1961 to 
1966. 
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This chart will show you why we are getting anxious about this. This line 
here is the requirement for housing as we projected it in our first annual review. 
You will see there that we projected ahead the requirement for housing, and this 
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line represents that requirement until 1970. This line is the rate of family 
formations. It is down here. It is an important factor in this large demand for 
housing. The red line shows what has been happening to housing starts. This is 
what it looks like. These are the housing starts. The completions are going to be 
away down here, and the demand is away up here. If this keeps on we are going 
to get into a very serious box. 

There is a lag in this housing business. Even if you started immediately to 
loosen up it takes a little while before you get your results. 


Mr. Scott (Danforth): How long—six months? 


Dr. DEUTSCH: From six months to a year. I was talking to a person in the 
States the other day who had been looking at the housing industry. He told me 
that down there they work on the basis that when funds are freed it takes about 
a year before you begin to get significant results. There is a serious lag here too. 
So, if you are getting this kind of a situation you can see the difficulties ahead. 

We are concerned about this for a number of reasons. One is that first of all, 
people need housing and, secondly, if this shortage persists you can get sharp 
increases in prices and rents, and these have a considerable effect on the cost of 
living. This is a matter with which we are supposed to be concerned. 


Mr. Scott (Danforth): In the Council’s report you make a suggestion—and 
I think it is an excellent one, and I want to ask you about it—when you talk 
about the need for greater stability. After that you talk about effectively co- 
ordinated government programs. I suppose you mean federal and provincial 
co-ordination. This is quite understandable, and I wonder if you have any sug- 
gestion to make as to initiatives in this regard. 


Dr. DEUTSCH: Initiatives? You will notice that we suggest, first of all, there 
should be preparation for this kind of co-ordination—preparation consisting 
largely of adequate analyses, information about the state of the economy and 
trends that are operating, and the sort of problems that are arising that govern- 
ments have to deal with. We are suggesting that some new efforts be made in 
providing more adequate information and analyses. We are suggesting that the 
Government’s white paper for the budget should come out earlier—possibly, in 
the fall. We suggest that statements about the state of the economy, and any 
predictions they wish to make, and the Council’s report, and some surveys as to 
the investment outlook should be undertaken earlier. We suggest that we should 
have available further assessments of economic trends which will result from 
this new institute that we recommend should be set up. All of this material 
should be the basis of a regular study between the various governments of 
Canada meeting in the late autumn in order to discuss the economic situation 
and to plan their objectives for the year ahead in the light of all this informa- 
tion. 

A good deal of the initiative here will have to come from the federal 
government. They should be the ones who first of all get this work done and, 
secondly, take the initiative in arranging the meetings and so on. 

I would hope too as a result of this we would try to plan our programs a 
little further ahead—not just one year ahead at a time, but much longer ahead 
in the future in the area of investment, the area of government and capital 
expenditures particularly, and also in the area of current government expendi- 
tures. We should try to plan them longer ahead in the future at both the 
provincial and federal levels. This should be done in order to try to work out 
programs for longer periods ahead, and to plan them more carefully in an 
endavour to take out some of the swings, which in the past have contributed to 
the instability. 

I realize there are certain problems here, but I think we need to work on 
them. There are many government buildings, for instance, that do not have to be 
built at a particular time, but we know that they are going to be needed at some 
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time. We know that schools are required for some period ahead. We know that 
many public facilities are needed. We can see ahead pretty much what is re- 
quired for some years, and we can draw up longer range programs to deal with 
them. This would help a great deal, I think, in taking out some of the instability 
in the system. 

Mr. Scott (Danforth): Perhaps I could switch the subject for a moment and 
ask you about something else. This morning you were telling us about increasing 
supply and curtailing demand. You said that there were the main leverages. 
When Mr. Rasminsky made a speech in Rome this month—no doubt you have 
seen it? 

Dr. DEUTSCH: Yes. 


Mr. Scott (Danforth): In that speech he talked about the two factors you 
mentioned, but in the last paragraph he said: 

But the experience of many countries suggests that monetary and 
fiscal policies need to be supported by some technique which mobilizes the 
force of public opinion behind non-inflationary behaviour by those who 
are in a position to deploy strong market power. 


Can you comment on that? Have you given that any consideration as a technique 
over and above the straight fiscal and monetary measures you are talking about? 


Dr. DEUTSCH: Well, the Governor was not very precise when he said there is 
a need for policies in addition to demand policies. We agree, of course. We say in 
our report that the most important policies are the overall demand policies. We 
have fiscal and monetary policies, but alone they are not enough. To get a good 
performance you have to have complementary and supporting policies as well. 
We have said the same thing in our report. We go on to spell out what we mean 
by those complementary and supporting policies, and we discuss them. They 
have to do, with the supply side, with the planning of government programs of 
expenditure, and all those things that may work as complementary policies. 

We point out also that you have to have a lot better public information and 
public understanding. You cannot pursue policies which are not understood by 
the public. The public has to understand why you are doing it. There are various 
techniques for bringing this about. One of the useful things about an incomes 
policy is that it has helped in this education process. The incomes policies of a 
number of countries have had a useful result, I think, from that point of view. 
They set off discussion and they result in a certain amount of public information 
and education. In them is an appeal to the public to exercise reasonable restraint. 
That is all very good, and that is the best part of an incomes policy. It is really 
the only thing of value in them that we can see.. 

The Council, in its report, is saying: Yes, we agree, and we suggest better 
uses of programs to inform the public as to what is going on. The Council, 
therefore, has a whole section in this area. For instance, we need a great deal 
more information, better information, more analysis and research. We are 
suggesting the setting up a new institute for this purpose. We are saying that all 
this material should be published and that in the autumn there should be what 
we call an open season for discussion on the state of the economy, jointly, with 
governments as they are preparing their programs for the following year. 

We also suggest that a joint committee of the Senate and House of Com- 
mons be set up to deal with it the same way as they do in the Congress of the 
United States. That might be a good way to obtain much more public under- 
standing of what the economy is doing and what the authorities are trying to do 
and why it has to be done. This is the way in which we could get this public 
education and participation which we want. 


Mr. Scott (Danforth): Mr. Rasminsky in his speech said that in the supply 
and demand approach the basic underlying assumption is competition. Of course, 
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we know that this is not always the case, such as in the transportation industry 
in Ontario, where there is no competition and the unions are able to sit down and 
dictate, as it were, what is to be done. In your judgment, how widespread is this 
in its effect on the whole price wage problem in Canada, and if so what sort of 
technique other than the sledgehammer one, which you mentioned this morning, 
might be available to deal with it? 


Dr. DEUTSCH: Here you are covering a lot of ground. You have in the 
economy certain areas where there are actual monopolies and competion is not 
effective. We have evolved a method of dealing with this in the case of public 
utilities, for example. This is a well understood and accepted procedure. Where 
you have an absolute monopoly you cannot rely on competition to deal with it 
and you must have regulations to deal with the problem. 

There are other areas which are not public utilities but which are monopo- 
lies for some reason or other, or exercise excessive market power. There again 
you have special problems, and we also have policies to deal with these, such as 
our anti-combines legislation, and so on. Whether these are adequate or not is a 
question. This is a continuing problem, how to deal with natural monopolies, 
monopolies of the ordinary kind or excessive market power. These problems are 
with us all the time, and you have to deal with them from the long run point of 
view. They are not particularly a cyclical problem. In fact, there is as much 
evidence one way as the other that they are a factor in price rises or in greater 
stability. There is no general evidence pointing one way or the other. It is a 
problem with which we have to deal from a long run point of view. How do you 
deal with a situation when there are monopolies, excessive market power, and 
what kind of regulatory controlling systems should you see? There are many 
approaches to this. We have one in Canada as the result of the particular 
development in our constitutional system. Have we the best system, adequate for 
the present day? I do not know. That is something for our next study. What is the 
best way to deal with these matters? That is not a problem occurring during a 
boom only, but one that is with us all the time. 


Mr. Scott (Danforth): You feel that is an area in which the Government 
has a role? 

Dr. DEUTSCH: Yes, the Government has a role here, absolutely. 

Mr. Scott (Danforth): In this general area? 

Dr. DEUTSCH: Yes, where competition is not effective. Our marketing system 
relies basically on the workings of the market and supply and demand in 
competition to protect the consumer. That is the basic element of our system. 
However, it does not work in every place, and that is where the trouble comes. 
In a number of places you can improve the way the competitive system works to 
protect the consumer. 

Our theory is that our system is the one which is giving the best results, in 
which the consumer generally has freedom, and in which people have considera- 
ble freedom to choose their work, and we are able to buy what we want, and if it 
works well it is a sort of basic economic democracy. However, unfortunately, it 
does not always work, and where it cannot be made to work well other policies 
are necessary. There are areas like these where the system does not work well, 
and does not do what it is supposed to do, and that is where we may have to have 
another policy, and the Government has a role to play. 

It is necessary to pay attention to that today. It applies to public utilities. 
How are you to regulate them? How are we to deal with monopolies and 
excessive power to prevent their abuses? There are many such questions of 
public policy that do not apply to any particular year, but that are with us all the 
time. How are we to deal with collective bargaining, let us say, in certain 
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monopoly situations, natural monopolies such as public utilities and essential 
public services? It is a real problem. 

When you have essential public services where the ordinary results of 
collective bargaining may produce very great difficulty, perhaps, special public 
policy is needed. 

Different countries have had different approaches to these problems. For 
instance, in Sweden, a country very sophisticated in these matters, even the 
private collective bargaining parties have an understanding that they will try to 
avoid strikes in the essential public services; that is the way they deal with it. 
They have an arbitration procedure to deal with cases of essential public ser- 
vices. They call it the protection of third parties. Both the employers and 
workers organizations agree there are certain areas involving the protection of 
third parties and they have an understanding of what these are and they try to 
avoid strikes in those areas. 

Some other countries may have other approaches. Where the system does 
not work you must have public policies. In this country, too, we may have to 
evolve certain approaches. 

Mr. Scott (Danforth): In your judgment, do we presently have the kind of 
statistical gathering facilities to pinpoint these inadequacies? 

Dr. DeutscH: Not adequately. We have not such good information as we 
should have. Again, we have a lot to say about that. We need better information, 
more economic research and more social research. We have had relatively little 
of these in this country, as you know, except what is done from time to time in 
connection with royal commissions, and such like; but in regard to the whole 
area of social science research we are badly lacking compared to many other 
countries, and we are suggesting that we should be putting more effort into 
this so that we can get better understanding of some of these things where. 
we have special problems. 

Mr. Scott (Danforth): Thank you. I may have other questions, but I will 
defer them now. 


Co-Chairman Mr. BASForD: Senator Inman? 


Senator INMAN: Dr. Deutsch, I notice that the price of very many staple 
foods is higher in Canada than in the United States. I was in the United States 
myself this fall, and I noticed that lamb was cheaper, and also bacon, and most 
staple canned goods. I would like your comment or explanation of this. First of 
all, wages are higher in the United States. 


Dr. DeutscH: Yes. Well, honourable senator, first of all, one must remember 
that the Canadian dollar has not the same value as the American dollar at 
present, that our exchange rate is at a discount, so when comparing prices across 
the border you have to make an adjustment for that difference of 73 per cent. 
On that basis alone I would expect to see differences in prices. 

Another thing is that many of these items have tariffs applied to them, and 
if you tried to bring them back to Canada you would have to pay duty, and that 
would put the price up as against the United States. That does not of course 
apply to all goods; but fruit and vegetables, for instance, at certain times of the 
season have tariffs on them, as have chickens and many other hings. The duty is 
designed to protect and so it may have the effect at times of raising the price. 
That is the point of the exercise, to prevent the cheaper product from coming in. 
Therefore, you should not be surprised to get differences in price. 

Co-Chairman Mr. Basrorp: The committee has learned that there is, for 
example, a half cent a pound duty on bananas and, in spite of the fact that I 
come from Vancouver, I am not aware of the Canadian banana industry. 


F fun DEUTSCH: Do not ask me why the tariffs are there. I am just pointing out 
the fact. 
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Mr. WHELAN: To foster the apple production. The British Columbia apples 
are more nutritious than bananas. 


Dr. DEUTSCH: At one time we had a tariff on oranges and when I was in the 
Finance Department I asked: “Why do we have a tariff on oranges?’’. We found 
someone who said it is to protect the apple producers, by making oranges more 
expensive. 

Why these tariffs are there, I do not know in every case. In some cases I 
think they were put there deliberately to provide some measure of protection to 
the producers and enable them to sell at a higher price. In many of the fields of 
fruit and vegetables our growing conditions are not as good as those south of the 
line. It is more expensive for us in some cases so the tariff is used to protect 
them. 


Senator INMAN: I was thinking about canned goods. 
Dr. DEuTScH: I believe there is a tariff on many canned goods also. 


Senator INMAN: The canned goods we do not import, but they seem to be 
more éxpensive than those down there. 


Dr. DEuTSCH: There is a tariff on most canned goods. That means that the 
imports rise in cost and by the time you bring them in you raise the price. 

Senator INMAN: I am not speaking of the imports, I am speaking of those we 
process here in Canada. 


Dr. Deutscu: The fact that imports are more expensive makes it possible for 
those here to raise the price. This is the purpose of the exercise. The purpose of 
the tariff is not to provide a higher cost of import: the purpose of the tariff is to 
raise the internal price. 


Mr. WHELAN: You are saying there is an import duty on canned produce. 
That is not true in all cases. 


Dr. DEuTSCH: No. I said “some’’. 


Mr. WHELAN: We are importing quite a lot of canned tomatoes from Ru- 
mania, Portugal, Italy, cheaper than they can be produced here. We are import- 
ing peaches from Australia and the producer in Australia does not get as much as 
we get, but the consumers do not get the break of the cheap markets. 


Dr. DrEutScH: The tariff is pretty complicated, because you have different 
rates for different countries. We have preferential rates which favour some of 
the British Commonwealth countries. This is a case in point. There is a tariff on 
canned fruit from the United States—if you are talking about Niagara Falls. 


Mr. WHELAN: These tariffs are infinitesimal alongside the protective tariffs 
that industry enjoys. 

Dr. DEUTSCH: They vary, as in the case of industry—some are high and some 
are low. Some are very small tariffs, others are quite considerable. 


Mr. WHELAN: Most of our vegetable producing industries in Canada, and 
canning industries, pay higher union wages than they do in the United States. 


Dr. DEUTSCH: That could be. 
Mr. WHELAN: I know it is a fact. 


Dr. DEUTSCH: They use Mexican labour there, in some places and it might be 
cheaper; but the purpose of the operation is precisely to raise the domestic price. 
Otherwise, there is no point in the exercise. 


Senator INMAN: That is all, thank you. 
Mr. McCutTcHEON: I was very interested in your comment on federal- 
provincial conferences to climb ahead on the economic outlook, et cetera. Do you 


envisage that, at these conferences, a frank and open discussion should take place 
of the priority needs in all phases of Government spending, etc.? 
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Dr. DeutscH: I would think so. I would hope so. If there is not enough to go 
around already, if there is too much demand on the economy, and if we are 
trying to do some other things, we have got to get down to priorities and ask: 
“What is more important than something else?” I hoped they would discuss this. 
At the present time you may have a high priority in housing. You discuss that 
and see what it means in terms of making more resources available for housing, 
as against something else, if there is too much demand already. If there is not 
overloading of demand, it may not prove to be a problem; but they may very 
well be confronted with discussing priorities. 

Mr. McCutTcHEon: I think the agricultural expert mentioned coloured 
television this morning. In your remarks to him in reply, you said something 
about a man being forced to work a little harder and earn a little more money, to 
get it. 

Dr. DEutscH: Someone asked what advertising does. I said that if a man 
wants something badly enough and knows it will cost him money, he may decide 
to make a bigger effort, so as to get what he wants. This is one way suggested of 
meeting the problem. 

Mr. McCutcueon: You went further in that regard by pointing out that, 
through that extra effort we would enjoy extra productivity in the country. 

Dr. DEUTSCH: You might. 

Mr. McCurcHeon: In conversation with people through the country, one 
thing I found was the lack of initiative, the destruction of the desire to get it and 
to make more money. We have gone so far down the line towards the welfare 
state that the individual initiative to get out and do these extra things is missing. 
With that attitude, how are we going to increase productivity? 


Dr. Deutscu: Is this your statement, or your conclusion about what the 
attitude is? 


Mr. McCutTcHEON: Yes. 
Dr. Deutscu: I just want to make sure that that is not necessarily my view. 


Mr. McCurtcueon: I still do not want you to get the impression that it is 
necessarily my view. I am merely reporting to you what people tell me. I would 
like your comments on that. I do not know what to tell them. 


Dr. DEutscH: My own view is that I do not think this has been proven atk) 
Mr. McCutcHEOoN: Would you elaborate? 


Dr. Deutscu: This has been said for two thousand years, if you study 
economic history. This is one of those bland statements easily made. You can 
make generalizations about these things. Of course, incentives are important and 
you do not do things unnecessarily to take away people’s incentives because 
incentives and attitudes are important. 

You are looking after essential social needs of the people who must live. 
Health, clothing, and so on, are the essential needs of livelihood. Because you do 
that, particularly for people who are not able to do it for themselves—perhaps 
because of some reason for which they are not responsible—that that in itself 
results in loss of incentives—I do not see the connection. 

On the other hand, if you say “We will pay you more if you do not work 
than if you do work”, that is a different question. I do not think that is what is 
involved here. 

On the sheer basis of what would be reasonable and adequate social securi- 
ty, I do not think it has been proven that that does in fact blunt incentive. If you 
look around the world, the countries with good systems of social security are not 
necessarily the countries with the lowest productivity or the with least improve- 
ments in productivity. Some of the best social systems are in countries which 
also have the highest levels of productivity increase. 
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Mr. McCutTcHEON: What about the taxation level? 


Dr. DEUTSCH: As I said earlier, again it is not so much the general level of 
taxation but the way it hits increases in income, that may be important. If the 
marginal rates are too high, that could have an important effect especially if 
people have alternatives. 


Mr. McCuTCcHEON: We have witnesses before us and on Tuesday I believe—I 
am speaking from memory—these percentages I gave were mentioned. It seemed 
to me, if my memory serves me aright, that from 1961 to 1965 there was a 27 per 
cent increase in income to producers, roughly 30 per cent to processors, and 30 to 
so per cent to retailers. I may be out a percentage point or two in those figures, 
because I am recalling them from memory. Now, on page 245, in the chart on the 
level and disparity of personal income per capita, the level in Canada for 1961 
was $1,573. The figure for 1965 was $1,983, which is an increase of roughtly 26 
per cent. Does this figure cover all of the population, including pensioners and so 
on? Does it include the entire group? 

Dr. DEUTSCH: That covers all the personal income averages. 


Mr. McCutTcHEon: Further to that, do you have any figures on the relative 
increase for people who are covered under working contracts, such as union 
people and so on? 


Dr. DEUTSCH: No. 
Mr. McCutTcHEON: You do not have that separately? 
Dr. DEUTSCH: No. 


Co-Chairman Mr. BasrorD: That would be a table on the level and 
disparity of wages and salaries rather than income per capita? 


Mr. McCutTcHEoN: Would it? 
Co-Chairman Mr. BaAsrorbD: I was asking you if that is what you wanted. 
Mr. McCutTcHEon: I don’t know. Would it? 


Dr. DEutTScH: As far as I know it is not possible to get information of that 
kind. We just do not have it. 


Mr. McCutcHEon: I see. Then my conclusion from this is that income, while 
it has come along relatively close, has not increased as much as the retailers’ 
mark-up or profit has increased in this five-year period. What we are trying to 
find out is the cause of this terrible situation where money just does not go 
around. Should wages be raised higher than they have been? Or should the 
retailers be cut back a little? 


Dr. DEUTSCH: First of all the general increase in levels of income has, as far 
as I know, on the average, risen faster than the cost of living. This is so. I do not 
quite know what you are getting at. The average income per person or the 
average level of salaries and wages, if you like, has been rising faster than the 
cost of living every year for the last five years. That is a matter of simple 
statistical fact. 


Mr. McCuTcHEON: I would like you to be more specific on that, because 
information that D.B.S. gave us the other day does not bear that out. 


Dr. DEUTSCH: You must have misinterpreted their information, sir, because 
the cost of living increases have been 2 per cent to 4 per cent over the past five or 
six years. It is now running around 4 per cent. It was around 2 per cent before. 
The average level of wages and salaries is rising more than that. Every year it 
has risen by more than that. 


Mr. WHELAN: So wages have kept ahead of the cost of living. 
Dr. DEUTSCH: Yes, on the average. 


Mrs. MacInnis: Has there been any change in wage earners or salary 


earners relative to non-wage earners over that period? 
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Dr. DeutscH: There is a tendency for some salaries to rise relatively over 
the long run. Whether that is true of the last year or two, I do not know. This 
sort of thing changes from year to year. Just looking at this chart I have in my 
hand, you will notice that salaries run up here and wages run down here, but 
they run very close together. 


Mrs. MacInnis: What I am trying to get at is, if you average it in a lump, 
maybe it has been the same over the whole period. What Mr. McCutcheon is 
getting at is that there have perhaps been some differences inside. 


Dr. DEUTSCH: Yes. 


Mrs. MacInnis: That have borne more heavily on certain groups than on 
others. 


Dr. DEUTSCH: Yes. I was quite clear to talk about averages, because you can 
find specific cases about anything under the sun, if you want to. You can prove 
anything in this way. But we must talk about something comprehensible, you 
see. On the average, salaries and wages have risen faster than the cost of living. 
That is just a simple statement of fact. 


Mrs. MacInnis: But it is not incomprehensible at all, Dr. Deutsch, to try to 
break down the averages. If you talk about average wages and salaries for the 
whole country, or first about an average rise in prices for the whole country, 
that is one thing, but we are trying to find out if there have been shifts within 
the average. Rises in the cost of living do not hurt everybody in the same way. 


Dr. DEUTSCH: We were talking about that this morning. I emphasized quite 
clearly that, when the cost of living goes up, certain segments of society are hurt 
more than others. The fact that wages have risen more rapidly is not a satisfac- 
tory answer. That does not satisfy me, and I explained why this morning. I was 
very careful to point out that we are interested in maintaining reasonable 
stability in prices because, when prices begin to rise, they hit certain people 
more severely than others. I pointed this out this morning. It causes us concern 
because people on fixed incomes, or old people, weak people and minimum wage 
earners cannot maintain their earnings. Very often they do not, at any rate. 
Therefore, it is important to try to achieve at least some reasonable price 
stability. It is important to try to avoid that kind of inequity. 

We discussed all this this morning. It is not a satisfactory answer to say 
that wages and salaries are rising more rapidly, because it does not meet this 
problem. We have a separate goal to deal with this question. We have a specific 
goal about trying to maintain reasonable price stability in order to deal more 
easily and equitably wtih that kind of question as well as with other problems. 

If you are talking about the whole position, making a big generalization, 
then on the average wages have been rising more rapidly than the cost of living. 

Mr. McCutTcHEon: Just looking at your chart on page 227, what part, if 
any, do Government programs play in the comparison of labour costs and cor- 
porate profits per unit of output in manufacturing between Canada and the 
United States? I think it is a well-known fact that we are probably more 
advanced in welfare legislation. We are very security conscious people, whereas 
the Americans are known to be gamblers et cetera. Does this enter into the pic- 
ture in any way, shape or form? 


Dr. DEUTSCH: You are pointing, Mr. McCutcheon, to what differences here? I 
am not quite clear on the question. 


Mr. McCurtcHEon: It is the productivity rate in labour that I am interested 
in. 

Dr. DEUTSCH: The productivity of labour. 

Mr. McCutTcHEon: Yes. 
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Dr. DEuTscH: On the average again, and I am trying to talk about some 
generalization that one can use, on the average, as you know, our level of 
productivity is about 20 per cent less than that of the United States. 


Mr. McCuTcHEON: Why? 
Dr. DEUTSCH: There are many reasons for that. 
Mr. McCuTcHEoN: What is the most important reason, Dr. Deutsch? 


Dr. DEUTSCH: Well, there are two or three fairly important reasons. One is 
that, generally speaking, our scales of production are smaller. We have smaller 
scales and less specialization, which makes us less efficient. They have got much 
longer runs and more specialization, they have bigger units of operation, and 
these things make it possible for them to be somewhat more efficient. This is one 
factor. 

Another factor is that their general level of skill and training appears to be 
higher than ours. This is a very important matter nowadays. The educational 
level of their population is significantly higher than ours. This also has a bearing 
on productivity. That is another factor. 

Then there are certain overheads here, because we have a very small 
population in a very large country. Our social overheads appear to be higher. We 
have to use more overhead costs in many cases. This is because of our climate 
and our great distances in relation to our small population. This comprises 
another factor. There are other reasons. There is a whole series of things of this 
sort. 


Co-Chairman Mr. Basrorp: I have a supplementary. To what extent is our 
tarriff policy protecting the efficiency of industry? 

Dr. DEUTSCH: Well, again, our scales of output, in many cases, are smaller; 
our specialization is less; and the tariff policies do have some part to play in this. 
The tariff has been designed in many cases to bring industry into Canada and to 
operate on a smaller scale in relation to the Canadian market. The tariff was put 
there to make that possible. This has had an effect on the scales we use. All these 
factors contribute to a somewhat lower level of productivity. There may be other 
things too, but I think these are some of the main ones that bring about this 
difference. It is pretty hard to measure exactly how much each contributes, but 
we know all these things play a part. 

Mr. McCutTcHEon: Just one more question, and I refer to the question of 
Senator Inman about the prices in chain stores in Niagara Falls, New York and 
Niagara Falls, Ontario. 

Previous witnesses here have indicated to us that chain store profits in the 
United States, expressed as a percentage of gross sales, are roughly 50 per cent 
of what they are in Canada. 


Dr. DEuTSCH: Is that so? 


Mr. McCutTcHEon: This is one item I would assume that might have some 
bearing, besides the other things you mentioned. 

Dr. DEUTSCH: Yes. This could be, again, one of those volume questions. I 
have not studied this particular thing, Mr. McCutcheon, the rate of profits of 
chain stores. I have not looked at this particularly. I assume you will be doing 
that here. It may be the volume in chain stores may be a good deal higher than 
it is here, on the average. I think that is right, is it not? In the United States, 
because of their large population and more concentration in many cases, gener- 
ally their volumes are larger. 

We find also in our studies in the Council at least the studies we have made 
so far would indicate that we use more capital proportionately to output than 
they do down there, again reflecting the smaller runs, the smaller volumes. This 
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means our overheads are higher. It may not be the whole explanation, but it may 
be part of it. 

Co-Chairman Mr. BasrorD: There is information before the committee that 
sales per square foot of chain store space are much larger in the United States 
than Canada. 

Dr. DEUTSCH: Yes, I would not be surprised. 


Mr. McCutcHEON: We know also from the information gleaned that our 
chain stores, in effect, have an effectual turnover 10 to 12 times. In effect, they do 
not need any money at all. 


Mr. Urnie: Twenty-four times. 
Mr. McCurcHeEon: That is right. 


Dr. DEutscH: There is quite a considerable overhead on their equipment, 
parking space and such things as that, and inventories. They consume a consid- 
erable amount of capital. 


Mr. Uris: But they still have higher rates of profit. Chains in Canada have 
higher rates of profit than they do in the United States. 


Dr. DruTScH: Yes, that could be. This might mean that competition is not 
quite ‘as keen. 


Mr. McCutcHEon: This is precisely what it means. 
Dr. DEuTSCH: I do not know; I have not studied this. 


Mr. UrrE: Competition in Canada has been extremely high, but it indicates it 
is not as keen here as it is in the U.S.A. 


Dr. DEuTSCH: I have not studied this particular aspect. 
Senator McDONALD: Have not the chain stores admitted this? 
Mr. UrigE: They have not admitted it, that the competition is keener. 


Senator McDoNALD: I would not want to read too deeply into their evidence 
and not come to that conclusion. 


Senator CARTER: Mr. Chairman, I have a few questions left over from this 
morning, but I would like, first of all, to ask one or two supplementaries by way 
of clarification of statements that Dr. Deutsch made in reply to other questions. 

In reply to Mr. Scott’s questions about housing, the statements you made, 
did they apply only to housing or to the construction industry as a whole? 


Dr. DEeutTscH: I talked about both a bit. In housing I mentioned there was a 
tendency for housing during the business cycle, as it got close to the top of the 
expansion tended to go down. This has been a typical thing and this has been 
happening at this time. That is due to the effect of tight credit conditions. 
Tightening of credit conditions generally affects housing earliest. 


Senator CARTER: The housing sector of the construction industry? 


Dr. DEUTSCH: The housing sector of the construction industry, yes. This 
has happened again this time. Now, of course, there is a special problem here 
because we are coming into a period of very rapid increase in demand for 
housing because of the way our population, birth rate and so on have been 
distributed. We are getting very rapid rates of family formation in the next 10 
years. It has already started, so we are going to have a very high rate of demand 
for housing. With housing falling off now and with demand rising very rapidly 
this could lead to a very difficult situation. So, from the point of view of people 
who need housing, it has an effect on their cost of living, and we are pointing this 


out because we are concerned about how we are going to get a more stable price 
performance. 


Senator CARTER: When I read your report I got the impression that the 
construction industry as a whole, that is the public and private sector— 
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Dr. DEUTSCH: The rest of the construction industry, that is private invest- 
ment and government, fluctuates very widely. 


Senator CARTER: And because of that it could function as a balance wheel? 
Dr. DEUTSCH: Housing? 

Senator CARTER: The construction industry. 

Dr. DEUTSCH: Yes. 

Senator CARTER: As a balance wheel to the economy? 


Dr. DEUTSCH: We are saying it would be a good thing to get a better price 
performance in the economy generally if we could not have quite such wide 
swings. In the construction industry it now swings very widely, and when we get 
into a period of expansion the demand on the construction industry goes way up. 
Therefore, it creates enormous pressures in that industry, and prices and costs 
shoot up, as they always do. We have had this experience recently. Then when 
the boom is over it comes way down, and you have unemployment in the 
industry. We say it would be much better if we could try to smooth it out a bit 
and not have these wide fiuctuations. Governments also tend with their pro- 
grams to swing much in the same way. We are saying governments could make a 
contribution to levelling this out if they levelled out their own programs, Instead 
of their own programs going up and down if they tried to level out their 
programs a bit better this would help. 


Senator CARTER: I understand that. That is not what I am trying to get at. 
The point you made this morning is that when the Government comes in with 
their programs at the wrong time they aggravate the situation. Whereas if they 
used it to counterbalance it they could smooth it out. 


Dr. DEUTSCH: Yes, this would help. 


Senator CARTER: My original point was, if you stabilize it and smooth out 
these kinks then you cannot use it as a balance wheel for the economy to take up 
the slacks. Whereas when the swings are in there this stabilizing business would 
have the effect of a balance wheel on the economy. 


Dr. DEUTSCH: It is just the opposite now. 
Senator CARTER: But when the Government comes in to counteract— 


Dr. DeutTscH: When private construction is rising rapidly, if instead of the 
Government rising rapidly they had a smoother run both in periods of boom and 
depression, that smoother level of Government investment would help to smooth 
the whole industry out. This would be a good thing. 


Senator CARTER: I realize that. 

Co-Chairman Mr. BasrorpD: Does that not mean though that in times of 
rising economic growth you are going to have tto take decisions in the public 
sector to cut out socially desirable building? 

Dr. DEUTSCH: No. 

Co-Chairman Mr. Basrorp: It seems to me from my observations that 
immediately you decide to stop building schools or art galleries— 

Dr. Deutscu: I said I would have built more of those in the slack periods. 
That is what I am saying. The need for schools and much of social capital can be 
foretold fairly readily. We know how many children we have; we know how 
many are going to go to school—we can tell that from the estimates; and in 
many areas of this kind of public services we can tell what is needed. That 
means doing them at the time in a smoother way and in a steadier way. We 
know about them. We can foretell many of these things. It is not very difficult. 
All I am saying is: Work out these programs based on the need as it can be 
foreseen, and let the growth develop more smoothly. This is the essence of good 
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planning, and it is not impossible to do. It will not mean stopping anything that 
is needed. 


Senator Cook: And, as the economy turns down— 


Dr. DEUTSCH: Yes. What has happened in the past is that when the economy 
slackens they pull back on public construction. I say: No, build what is needed 
but on a longer term basis. You can foretell many of these social requirements 
pretty well, and they can be provided on a smoother and steadier basis. It is the 
switching on and off that causes the trouble. 


Senator CARTER: Has the construction that has taken place in connection 
with Expo, and the Centennial year program, which has been concentrated— 


Dr. DEUTSCH: In certain areas it has had a very significant effect, yes. 
Senator CARTER: Has that introduced abnormalities into the picture. 


Dr. DEUTSCH: Yes, that is quite right. I think, in terms of the Montreal area, 
it has resulted in a great bunching of expenditure. There again, one might say: 
The Lord forbid; we could see the Centennial year coming a long time ago. Even 
I could figure that out. I do not think it requires any great genius to say that the 
one hundredth anniversary would come in 1967. 


Senator CARTER: I am not concerned about seeing it coming, but what about 
next year? 

Dr. DEUTSCH: It will pass. But this is what I mean. It is not a great trick to 
know that the one hundredth anniversary will come in 1967. It requires no great 
genius to do that. 


Senator CARTER: Next year, when it does pass and all this is gone— 


Dr. DEUTSCH: Yes, if you had a somewhat smoother development there the 
drop off would not be so bad, either. 


Senator CARTER: What have we to take its place? 


Dr. DEuTSCH: If we had good planning we would have something to take its 
place. We would hold back on some things, and move in with something else. 


Senator CARTER: Has that planning been done? 


Dr. DEutTSCcH: I do not know, but that is what planning means. It means an 
intelligent laying out of future programs. That is what it means. It requires a 
little bit of orderly procedure, and asking ourselves: What do we need? We know 
that certain things are coming along. We know the population -is at this figure, 
and that the children are getting older, and so on, and we know that people are 
moving into the cities and towns. We can pretty well foretell what social capital 
we shall need. You can lay it all out, and try to work it out in a smoother way. 


Senator CARTER: Of course, many of these demands you are talking about 
arise at the municipal level. 


Dr. DEUTSCH: Yes, they have to be brought in too. They are very im- 
portant. 


Senator CARTER: In this planning you were mentioning in answer to what 
Mr. McCutcheon asked you just now, when you said that the federal and 
provincial governments should get together in this field, do you envisage rep- 
resentatives of your Council being in on any conference? 


Dr. DEUTSCH: We are suggesting that the Council’s report should come out 
before the conference and be available for the conference, and if they thought it 
useful we could play whatever part was desired of us. 


Senator CARTER: I want to ask you a short question about the chart on page 
245 of the report. I am referring to the one headed: “Level and Disparity of 


Personal Income Per Capita’. This runs from 1961 to 1965, and the figures are all 
in current dollars? , 
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Dr. DEUTSCH: Yes. 

Senator CARTER: What would be the conversion factor needed to convert 
those dollars to 1949 dollars or 1961 dollars? 

Dr. DEUTSCH: Well, if you are using the cost of living index— 

Senator CARTER: We are not comparing the same things here, are we? 

Dr. DEUTSCH: No, you are quite right. These are money dollars. If you want 
those figures in real dollars you will have to deflate them, as we say, by the index 
of prices or the productivity index. I suppose the consumer price index would be 
the one you would use. Taking 1961 as 100, then 1962 would be 102 or something 
like that. You would have to deflate these by 2 or 3 per cent for each year. I have 
not the exact figures here. 

Senator CARTER: That would be a total of roughly 15 per cent? 

Dr. DEUTSCH: There is an actual index that you can use, but I have not got it 
right here. Yes, it has just been handed to me. It was 129 in 1961; 131 in 1962; 
132 in 1963; 135 in 1964; and 139 in 1965. You can convert that to 100 and divide 
it out. You could take off 2 or 3 per cent each year. 

Senator CARTER: I asked you about this table this morning, and about the 
percentage distribution of net national income. I would like to make sure that 
I understand accurately what you said. The labour share of this pie has not 
changed since 1950, has it? It stands at 52 per cent? 

Dr. DEUTSCH: That is, paid by business. 

Senator CARTER: When you say ‘‘business” you mean industry— 

Dr. DEUTSCH: It is not government. 

Senator CARTER: No, industry. It is the labour force that we are talking 
about. 

Dr. DEuTSCH: The labour force employed by private business. 

Senator CARTER: So their share of the pie has not changed since 1950. 

Dr. DEUTSCH: No. 

Senator CARTER: And the share of business or industry, on the other hand 
after profits, has gone down slightly from 8 per cent to 7 per cent? 

Dr. DEUTSCH: Yes, as a proportion of the total. 

Senator CARTER: Yes, of the G.N.P.? 

Dr. DEeuTscH: That is right—no, this is national income. This is not the 
G.N.P., but the net national income. It says so at the top. That is after taking off 
indirect taxes. 

Senator CARTER: In terms of the G.N.P. would it be very much different? 

Dr. Deutscu: No. The figures would be different, but the effect would not be 
much different. There may be some slight differences, but no substantial differ- 
ences. 

Senator CARTER: You told us this morning, Dr. Deutsch, about the handicaps 
you have in getting information. In your report you describe how inflation starts 
at the beginning of expansion in little sporadic bottlenecks which create pres- 
sures which correct themselves without very much effect. 

Dr. DEUTSCH: Some do and some don’t, yes. 

Senator CARTER: But eventually as expansion goes on they build up, and 
they accumulate to the point where they can exert influence on the total 
demand? 

Dr. DEUTSCH: Yes, the general price level. 

Senator CARTER: Now, you want to detect that point as quickly as possible? 


Dr. DEUTSCH: Yes. 
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Senator CARTER: Is that your problem now—that you cannot detect it soon 
enough? 

Dr. DeuTscH: We have great deficiencies of information. We do not have 
good information on the demand for labour. That seems funny, but we do not. 
We have no unfilled vacancy figures that are worth anything. We have some 
figures but they are not worth anything. This is a very important figure. We 
would like to know what is happening in the demand for labour. This is one of 
the places where it would signal trouble. 

We want to know what kind of skills and what kind of labour are going to 
be needed, so that we know how we should be training people who are coming 
off one job and going elsewhere. We want to know what sort of skills are going 
to be needed. 

Senator CARTER: Your main trouble is in collecting information? 

Dr. DEuTScH: Yes, collecting it, and collecting it in a way that is meaningful. 
That is what is difficult to do. It has got to be done with proper skill. We have not 
got information on rates of capacity. We do not know very well in Canada what 
the capacities of industries are, and what capacity is being used. We have no 
good information on that. This is useful information in order to be able to see 
how quickly capacity is being used up in various industries. 

Senator CARTER: Do you depend on D.B.S. for this information? 

Dr. Deutscu: Normally D.B.S. collects this kind of information, but they are 
not collecting this specific information. At the present time some work is starting 
on this because the Council two years ago said it was a serious matter. In the 
second review we said we must get better information. Preparations are being 
made for the collection of some of this information, especially that with respect 
to unfilled vacancies. 

Then, on capacity we also think it would be very useful if we could have 
information on the degree of use of capacity in industry. This is very useful in 
order to be able to detect these pressure points, and how they are developing, so 
that if anything can be done about it they can do something in time. 

Senator CARTER: Do you have any meaningful figures on productivity in 
Canada? 

Dr. DEUTSCH: We have some figures. 

Senator CARTER: How many? 

Dr. DEUTSCH: They are very unsatisfactory, if I may say so. 

Mr. Scott (Danforth): Have you any figures that are satisfactory? 


Dr. DEUTSCH: Some more than others, yes, but on productivity generally our 
figures are deficient. This is one of the problems. Our productivity figures in any 
immediate period are certainly very, very poor. It is hard to tell at any moment 
what the productivity is, to be frank. We suspect that at the present time the 
increase in productivity has been falling off. The figures show that, but you 
cannot be too confident that it is as bad as the figures seem to indicate. So you 
have to be very cautious in making statements about these things except in he 
longer run trend where the figures are more usable. 


Senator CARTER: What is the information that you have? Do you feed it into 
computers at your headquarters and correlate it in that way? 


Dr. DEUTSCH: Yes, I think there is great scope to use the new methods of 
computers. 


Senator CARTER: Do you have them? 
bie DEUTSCH: We in the Council are trying to do what we can along with the 
Department of Finance to make better use of this technology. There has now 


been a central computer installation put in and we are trying to set up a data 
bank, as it is called, a new technology for storing information, but we are still a 
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long way from doing what should be done, so our information is a bit slow. It is 
not only inadequate but late. Most of our basic economic information is from one 
month to two months behind the United States, and this is too much. We are 
worried about this. 

Timing is an important factor in public policy, and with the statistics 
running as late as they do this is a handicap and should be improved. The 
Council therefore states in its report that it is very important to improve these 
things, to get more prompt statistics and to fill in the gaps. If you want to use 
this information for public policy it has to be more adequate and more up to 
date. If you want to get all this good performance we are talking about, high 
level of employment, reasonable stability of prices etc. If you are going to 
achieve these goals that means prompt and adequate information. We are not as 
well equipped as we should be to do these things. 

Senator CARTER: Have you a program? 

Dr. DEUTSCH: We have some recommendations. 

Co-Chairman Mr. BAsrorp: Mr. Choquette? 

M. CHOQUETTE: Monsieur le président, je suis informé— 


Co-Chairman Mr. Basrorp: Mr. Choquette, I must again apologize. We 
started this morning with an interpreter who seems to have disappeared. I have 
endeavoured to obtain one, and can only explain that they cannot at the moment 
supply me with one. I did not realize that. 


Mr. CHOQUETTE: I understand your good will, Mr. Chairman. 
Co-Chairman Mr. BASrorpD: Thank you. 


Mr. CHOQUETTE: I will ask only a few questions. But some of these days it 
will come that we will have to refuse the sittings of the committee if you do not 
get a translator, but I understand the situation. 

I am told that Mr. Otto asked some questions about advertising this morn- 
ing, and perhaps this will be a repetition. He suggested that today our advertis- 
ing is almost an exploitation of the consumers and that it would be necessary to 
reform our advertising and that some sort of an inquiry would be necessary, if 
you take, for example, all the advertising in the newspapers and on radio and 
television. 


Dr. DEUTSCH: I am not an expert in this field. This is very largely a 
sociological study, if I may say so, Mr. Choquette, as to how this does affect the 
consumer and his incentives. This is not something economists can say much 
about except that they might do some of the statistical work involved. But how it 
affects the consumer’s motivation, and so on, are psychological and sociological 
questions. Basically if you want to find out how it affects the consumer and what 
he does, that would require a special study, and I do not know to what extent an 
economist can be very helpful to you here. How human motivations are deter- 
mined, and so on, I do not know. 

Mr. CHOQUETTE: So you say it would require a special study, and would you 
say that such a study or inquiry to date really becomes a necessity due to the fact 
that television and radio are so powerful and people really get influenced by 
what they hear and which is not always true. 

Dr. DEUTSCH: I see what you mean. That is another aspect of it. There is this 
business about advertising and misrepresentation. All of that is another question. 
Actually, this is a matter of public policy. Obviously we must have a policy to 
prevent misrepresentation and so on, and in many countries there are— 


Mr. CHOQUETTE: Restrictions? 


Dr. DEUTSCH: Restrictions and ways of dealing with it. The new department 
of the Registrar General has as one of its responsibilities this kind of protection, 
and the Government has asked us to examine how these new functions should be 
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carried out including consumer protection. We shall be looking at this aspect in 
our next reference, and what kind of machinery we should have and what rules 
and regulations. We shall be examining what other countries do and see if there 
is anything we can use. 

Other countries have different kinds of programs, such as Sweden and the 
United States. Britain is setting up a consumers’ council and we shall be studying 
that to see what we think is workable in this country, and deal with such things 
as misleading or fraudulent advertising, misrepresentation, and all that kind of 
thing. 

Mr. CHOQUETTE: You are aware of the fact I think that BGR made a 
restriction to the effect that no commercial advertising can take more than 12 
minutes out in an hour? 


Dr. DeutscH: That is a matter of radio regulation, and that would not come 
within our scope. 


Mr. CHOQUETTE: In your study or inquiry some recommendation will be 
done on all the departments concerned, even BGR? 


Dr. DeEutsScH: In so far as it leads to this question of consumer protection? 
Mr. CHOQUETTE: Yes. 


Dr. DeutTscH: There may be other factors. Whether TV is used for advertis- 
ing or entertainment, that is not our concern. Where consumer protection arises 
we will certainly consider that as part of a general problem. 


Mr. CHOQUETTE: Thank you, sir. 
Co-Chairman Mr. BASForD: Mr. Allmand? 


Mr. ALLMAND: Dr. Deutsch, I notice in the second chapter of your report on 
world economy you seem to favour very strongly free trade areas. You state on 
page 29: 

Increased specialization, leading to increased international marketing, 
could add significantly to the growth of real income per capita. 


Dr. DEUTSCH: Yes. 


Mr. ALLMAND: And you say elsewhere that Canada should take initiatives to 
create freer and wider trade. 


Dr. DEUTSCH: Freer trade, that is right. 
Co-Chairman Mr. BASForD: Senator McDonald and I are applauding. 


Mr. ALLMAND: I was wondering what is your opinion or assessment, 
economically speaking, of such agreements as the auto agreement pact. Do you 
think that such agreements in specified areas do achieve results which you seem 
to want to achieve in your suggestions? In other words, will they achieve 
increased productivity, lower prices, etc. etc.? 


. Dr. DEUTSCH: The Council points out that we could improve our productivi- 
ty in Canada if we had more specialization in our production, and this could be 
facilitated by freer trade, because we need larger markets. One reason why our 
degree of specialization is not as good as it might be is because our market is too 
small and we can get better specialization and more efficiency by larger markets, 
and that means markets abroad as well as at home. We can get better specializa- 
tion and more efficiency by larger markets. That is why the Council suggests that 
if we want to get better productivity by this method we should be in favour of 
freer trade. But we do not say freer trade by any particular method, as you see. 
First of all, we say specifically, in our Second Annual Review, as a suggestion to 


the Government; In particular we recommend in accordance with the foregoing 
basic commercial policy that: 


(1) Maximum use be made of the opportunities available in the present 
Kennedy Round— 
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There are negotiations going on at present in Geneva, one of the most 
important in recent years, and the Council says that this opportunity should be 
used to the maximum extent possible for freer trade. This is our basic recom- 
mendation. This is the immediate problem in front of us. These Kennedy 
negotiations are still going on and the decisions have still to be made. This is the 
most immediate place where action can be taken. 


Mr. ALLMAND: I was asking you if you had any comments economically on 
the automotive agreement, not socially, but on economics? 


Dr. DEUTSCH: I understand the agreement is designed to increase the 
specialization of the automotive industry, to improve its efficiency and in this 
regard I am in favour of this kind of thing. That does not necessarily involve my 
approving the particular methods used in this particular instance. There is some 
room for discussion as to whether this was the best particular method. However, 
it is not something for decision by ourselves: you have to get agreement with 
your partner. Some people have suggested that this is a method of doing it which 
involves a good deal of protection, because the tariff comes off only for a selected 
number of producers and all others have to come in over the tariff. This means 
that existing producers can get a certain amount of protection still. Some 
economists criticize this on the ground that this is a very protective way of doing 
this thing, that it would have been better to have brought the tariff down further 
and reduced the protection. However, I am not going into that detail now. 

The idea of getting better specialization is a good one. This was along the 
lines of the Council’s thinking, that we must get our industries on some more 
efficient basis, some more competitive basis. One of the ways was to give them 
better oportunities of specialization and one which would make larger markets 
available to them, and I think this is having a good effect. 

Mr. ALLMAND: In order to increase productivity we must have increased 
investment. I wonder whether you thought we are becoming more able to 
produce the investment capital now in Canada? 


Dr. DEUTSCH: I see. Yes, we are. 
Mr. ALLMAND: The trend is toward greater capability of doing this? 


Dr. DEUTSCH: That is right. If you look back over the last 40 to 50 years or 
longer, we have had several big periods of expansion, really big periods of 
expansion. That is, 1900 to 1913; the latter part of the 1920’s; then again after the 
Second World War. These are the important periods of Canadian growth. In 
every one of those successive periods we have had more self-sufficiency in our 
own capital. In this past one, we have been more self-sufficient than at any 
time—that is, in the period 1961 to 1966, we are financing a much larger part of 
this growth than we did in any time previously. 

Mr. ALLMAND: Do you think our economic institutions for providing invest- 
ment capital are sufficient? Do you think we require say other public bodies to 
assist in providing capital for investment? 

Dr. DEUTSCH: Capital is not usually provided by a public body, you know. 


Mr. ALLMAND: The institutions. I want your opinion about the institutions 
we have which collect and provide capital. 


Dr. DeutscH: I think there is always room for improvement in these. In 
other words, capital is provided by people saving, people or companies. This is 
the way capital comes—by people saving. You might be able to make improve- 
ments which would make it easier for people to save. 

Anything that does that will help us to produce more capital. Anything 
which gives bigger incentives to save, will add to the amount of capital available. 
Undoubtedly there are ways of improving this. None of these institutions always 
work fully and to the best advantage and we need constantly to look for 
improvements, both in private institutions and public institutions. 
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We must not confuse machinery with saving. It is not just a case of making 
some new machinery. 


Mr. ALLMAND: I did not mean machines. I meant institutions which encour- 
age saving and encourage investment. 


Dr. DEUTSCH: Certainly there is room for improvement there. 


Senator McDonatp: I was interested in your answer that we are becoming 
more able to finance our capital growth within our own country. What would 
happen if some parent companies withdrew their earnings from Canadian sub- 
sidiaries? Would we still be in this position? 

Dr. DEuTscH: Yes. We are progressively able to save more of what we 
require. In this country we are heavy users of capital, one of the world’s most 
important users of capital in relation to output. The amount of capital we require 
to take care of our growing population is great. Our population growth and our 
labour force growth is very rapid, more rapid than in any other industrial 
country in the world. In order to provide opportunities for employment, we need 
very heavy investment. This investment runs ahead of our capacity at the 
present time to save, but the extent to which it runs ahead is less and less. 


Senator McDona.p: I am not sure that you understood my question. If the 
parent companies outside of Canada which have their subsidiaries in Canada, 
withdrew their profits? 


Dr. DEUTSCH: Overnight, sir? 
Senator McDONALD: Gradually over a period of years? 
Dr. DEUTSCH: That would offset our own savings. 


Senator McDONALD: Is it true, then, to say that the only reason we would be 
better able to provide capital from within Canada is because a good many 
foreign companies with subsidiaries in Canada are leaving their profits or 
reinvesting their profits in Canada? 


Dr. DEUTSCH: This is so, but if they withdraw their capital or accumulated 
profits, that were made in the past, they are taking capital out of Canada and we 
would have to finance that capital withdrawal and then our savings would be 
used up in doing this and not available for something else. If any capital that is 
here stays here, then our capacity to finance our own requirements grows. That 
is not to say that no new form of investment would come in. Some would come in 
and some go out. We are also investing abroad, from Canada. We are going 
abroad and investing, and other companies are coming here; but the net position 
is improving. 

Of course, if some people draw their money out, we would have to finance it 
and we would use up our savings in doing that and not have money to finance 
our own investment. 


. Mr. ALLMAND: It seems to me that in the use of monetary and fiscal policy, 
seeing that it is applied at the correct time and so on, as you described this 
morning, it is indiscriminatory and affects socially desirable investment—or let 
us say, less desirable investment. You get a cutback on luxury goods, such as 
yo-yo’s and such things like that and you also get a cutback on, probably, 
educational buildings, and probably on medical buildings and so forth. Is that 
correct? 

Dr. DEuTScH: It does not happen— 
Mr. ALLMAND: If you cut the money supply? 


1x. DEUTSCH: That depends. You can determine this to some extent. In so 
far as social capital is concerned, the Government itself can decide what priority 
it gives to those things, in spite of any monetary position. 


“i ALLMAND: In the spending, they can; but I was thinking of our money 
supply. 


-. 
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Dr. DEUTSCH: The money supply, that is a general thing. The Government 
will get the money, even if it has to borrow it to do these things. It may have to 
pay more interest to get it, if money is tight. But if the Government wants to 
spend money on social capital, it can do so. That is a matter of decision. I am 
merely suggesting it do it more smoothly and try to do it in a more regular way, 
forseeing and planning ahead further, so that it might make it less likely that 
you might have to cut back. It should be planned on a longer term basis. But 
there is no reason why the proper monetary policy should result in inadequate 
social capital. That is a matter of government decision. 


Mr. ALLMAND: It seems to me that having inflation, and when these tools are 
used to break the inflation, often the less important things still continue to 
expand and the more important things are often cut back—I mean socially. 


Dr. DEUTSCH: Social things are largely done by the Government, anyway, 
and the Government, if it wants that improvement, can carry it out. It is its own 
decision. On the other hand, if there are other things in the private field, that are 
socially very important, there are other ways of making sure that that priority 
goes to them. You can use special lending powers of the Government or you can 
provide subsidies if that is the way you wish to do it. If you attach high priority 
to some particular thing you do not want to hurt, there are lots of ways of doing 
it without wrecking the whole general policy. 

Mr. ALLMAND: I have one final, short question. At page 139 of your booklet 
you have a table on the breakdown of income into different groups, in which you 
have lumped together salaries, wages and supplements. Also lumped together 
are rent, interest and miscellaneous investment income. 

I was wondering if you have a table or statistics anywhere showing a more 
detailed breakdown into labour groups, such as the blue collar group, the white 
collar group and the professional income group, the small proprietorships and so 
on and so forth. 

Dr. DEuTSCH: There are certain statistics here. To break it down quite as 
fine as you are suggesting would be most difficult. 


Mr. ALLMAND: I asked this because we were debating in the House of 
Commons the other day whether lower income groups were getting a still 
smaller share of the pie as compared with the higher income groups. It seems 
that often the only statistics we have to deal with are statistics such as these, 
where salaries, wages and supplements are all grouped together. This would 
include high salaried people and professional people who are actually in the 
upper echelons. 

Dr. DEUTSCH: This would include some professionals, but it refers to em- 
ployed people mostly. However, there is a mixture of salaries and wages there; 
that is right. 

Mr. ALLMAND: Yes. 

Dr. DEUTSCH: The distribution of income by size is shown on page 140 ina 
little table there. By the way, this information is not very good in this country. 


Mr. ALLMAND: You mean the information that I want. 


Dr. DEUTSCH: Yes. It is not very good. However, on page 140 you will see a 
table in which proportions of income received are shown. If you take the first 
line you will see that the income received by the lowest-income bracket, which is 
20 per cent, was 5 per cent in the early thirties. In 1951 it was 8 per cent and in 
1961 it was also 8 per cent. Incidentally, I should point out that a special survey 
made in the 1961 census is the latest information we have. Basing ourselves on 
that information, we can say that it has not gone against them but that it has not 
improved either since 1951. 

Now, what has happened between 1961 and the present time is information 
that I am sorry to say we do not have. All I can point out is that the lowest 
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percentage group, 20 per cent, is better off now than it was 30 years ago, but, 
because it did not improve from 1951 to 1961, we suspect that there has not been 
much improvement since 1961 to date. 


Mr. ALLMAND: I would like to know, for example, the share of the gross 
national income going to blue collar labour. Has it increased per capita over the 
years? 

Dr. DeutscH: As against the salaried person? 


Mr. ALLMAND: Or against let us say the people who get their income entirely 
from rents or from profits. Also, I would like to see statistics for professional 
people who get their income from fees. That is, doctors, lawyers, dentists and so 
on. I would like to see those isolated from the blue collar workers and white 
collar salaried people. Also, in the category of rent, interest and miscellaneous 
investments, we understood from Mr. Bryce, when he was here from the De- 
partment of Finance, that that included all pension plans. Pension plans are, of 
course, received by a lot of people in lower income groups, which makes it rather 
difficult to determine whether this is people clipping bonds or people receiving 
pensions from companies and so forth. 


Dr. DEutSscH: I am not sure about this pension plan business. 


Mr. ALLMAND: In answer to a question, Mr. Bryce said that it did include 
these. 


Dr. DeEutscH: He may not be using the same figures, however. I do not 
know, but this is our own table here. 


Mr. ALLMAND: I see. 


Dr. DEutscH: But, on your larger question, about the shares of certain kinds 
of workers as against others, there is information available. It is very patchy 
information, though. It would take a lot of work to make any meaningful 
comparisons from it. 


Mr. ALLMAND: Do they have this type of information in the United States? 


Dr. DEuTSCH: More so than we have here, yes. Again this is an area where 
our information is very unsatisfactory. Moreover, some of the census of 1961 has 
not yet been analysed. Perhaps in a year or two from now more information will 
be available, but at the moment what information we have is rather patchy and 
very hard to use. 


Mr. ALLMAND: I suppose when the 1966 census is analysed that will make 
things a little better. 


Dr. DEeutTSCcH: I understand that we will have only a population census in 
1966 and not one dealing with incomes. The next census after that will come in 
1971. Our censuses are far apart, and it is rather difficult to say what happens 
between censuses. Our statistics are not very well analysed as yet. This is a very 
difficult area from which to patch something up. I agree that we need to know a 
lot more about these things. We have done as much as we could, though, with the 
information available to us. 

Mr. ALLMAND: That is all. Thank you. 


Senator INMAN: Mr. Chairman, I come from Prince Edward Island, which is 
properly an agricultural country. Therefore I am very interested in this increase 
of population that is going to come, because I wonder where the food is going to 
come from. I would like to ask you, Dr. Deutsch, whether any study has been 
made concerning getting people back to the land and to the farms. 

Dr. DEUTSCH: Well, Senator, the trend is for people to move off the farms. 

Senator INMAN: I see. 


Dr. DEUTSCH: That has been the trend in the past and, as far as we can tell, 


it will probably continue, though it will be to a lesser extent in certain places 
and more in other areas. 
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The number of people on farms is still a bit higher in Canada than it is in 
the United States, but we are going in the same direction. However, we are also 
pointing out that, with the rising demand for food, this outflow Scorn the farms is 
becoming a more serious matter because we need to make sure that we keep 
enough resources on the farms to produce the food we need. 

We must make it worthwhile for the people we need on the farms so that 
they will stay there. In future years, this is going to be a more serious question 
than it has been in the past. 

Senator INMAN: Do you propose to make any study of the problem? 


Dr. DEUTSCH: Yes. It is one of our long-range studies. We are working on it. 
Next year we hope to project the Canadian economy ahead for another five, six 
or seven years. We will be trying to see what the future looks like. 


Senator INMAN: Thank you. 


Dr. DEUTSCH: We may have something to say about this problem when we 
have done that. 


Mr. Scott (Danforth): Dr. Deutsch, I have a general question about 
the Economic Council itself. Many of us, when the legislation was passed, 
tried to give you greater powers, but, as I understand it, you are essential- 
ly a body which gives us goals and objectives for the economy to reach. You 
do not actually tell us how to get there, though. 


Dr. DEUTSCH: We do more than that. First of all the Council, as indicated in 
the legislation, was set up to make studies and to advise. We are not an 
operational body. We do not make decisions. We are there to make studies, to 
analyse and to advise and then to make reports. We are there to consider how to 
reach certain social and economic goals. We try to determine what they are and 
how we can reach them. We discuss what those goals are, what kind of problems 
we will have in reaching them and what kind of policies are required to achieve 
them. That is what our reports are all about. Somebody else has to make the 
decisions, however. We are not the responsible body. 


Mr. Scott (Danforth): Running through your whole testimony, Doctor, and 
I am not saying this critically at all— 


Dr. DEUTSCH: Say anything you like. I will look after myself. Don’t worry. 


Mr. Scotr (Danforth): Running through your whole testimony today has 
been a recurring thread, as I read it, of inadequate information or unreliable 
statistics. 


Dr. DEUTSCH: That is one of our problems, yes. 


Mr. Scott (Danforth): For example, there are no real meaningful facts or 
statistics about unplaced applicants or industrial capacity; you cannot detect 
pressure points; you cannot determine productivity; part of the 1961 census is 
not analysed yet. Are we not operating pretty much in the dark in Canada? In 
the face of that, how reliable are the things that go into your reports, which is 
becoming, probably, the most prestigious document to come out every year. It 
has already been waved all over the House of Commons since we got it. How 
reliable are the projections, goals and objectives that you set for us in the light 
of the type of testimony that you have given us of the general unreliability of the 
Statistics available to you? 


Dr. DEUTSCH: You are talking about certain types of statistics. There is a 
good deal of other information available to us which is much better. I have been 
talking about those things where we are deficient, and where we would like to 
have more information; but we have a lot of information as well which we use to 
good advantage. Canada is one of the better served countries, I might say. You 
may talk about deficiencies and so on, but among the industrial countries we are 
one of the best informed. Our information may not be as good as that in some 
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other countries—for example the United States which has in a number of ways 
better information than we—but we have still got a lot of information and our 
Bureau of Statistics has done much good work and has supplied us with an 
abundance of information. We are using what we can, and in some cases we have 
to be a little more tentative, precisely because we have not as much as we would 
like, but we are trying to make the best use of the information we have, and 
there is a good deal, and that is what we base our reports on. We are trying to 
get better and are suggesting where things can be improved. If you want to get 
more clear on timing, we need to have better information. It is only logical we 
should ask for it, and that will enable us to make better decisions. 


Mr. Scott (Danforth): Is there sufficient activity in this general area now to 
indicate to you this type of information is being gathered? 


Dr. DeEutscH: Some is, As I mentioned earlier, they are now really very 
active in trying to produce this ‘unfilled vacancy” information. This is now in 
process, after urging by us for some time; and others have urged this too—we 
are not the only ones. Other areas are being improved but, frankly, we are a bit 
concerned that some things are not moving as fast as they should. I am con- 
cerned about the speed with which some of these things are being done. There is 
a shortage of manpower. These statisticians and economists are very scarce, and 
I am a little concerned that this is not moving ahead just as fast as it should. 
That is why we keep stressing it in our report. While we know a lot and can do 
useful things, there are many areas we do not know enough about, and that gives 
us problems. We do not know where we are soon enough or what the effects of 
certain things have been. If we want to get a better performance in public policy 
we must have more information. 

Mr. Scott (Danforth): Is your ability to forecast in any way limited by not 
being privy to major political decisions? 


Dr. DEUTSCH: We do not attempt to forecast, not in general. Our reports deal 
with goals and targets; we do not attempt to forecast. We do sometimes project 
some things on the basis of certain targets and programs, but we do not try to 
give you a general forecast; that is another exercise. If you were trying to do a 
real forecast you would have to know much more about it, pending political 
decisions and things like that. We do not do that, and we are not asked to do it. 
We indicate what our goals should be, what our targets should be, and then we 
discuss the problems and policies involved in reaching those targets—what kind 
of policies would be needed; what kind of problems you might encounter; what 
priorities you should have. The decision must be made by Government, where 
the responsibility is, but we do not try to forecast and try to tell you what will 
happen five years from now. We try to tell you.what we would like to see 
happen. That is what we do; that is the planning exercise. 


Co-Chairman Mr. BASForD: There being no further names on my list— 


Senator CARTER: I do not want to take somebody else’s time who has not had 
a second turn yet. 


Co-Chairman Mr. BASForpD: I was going to try to adjourn the meeting fairly 
soon. 


Senator CARTER: I will not be long. 
Dr. DEUTSCH: Mr. Scott, does that answer your question? 


Mr. Scott (Danforth): Yes, thank you very much. I knew, but I just 
wanted to get it on the record. 


Senator Carter: If I understood you correctly this morning, you told us that 
when you are confronted with a situation in the economy and start to apply the 


two big levers of fiscal and monetary policy, you have to do this within the 
framework of the exchange rate prevailing at that time. 
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Dr. DEUTSCH: No, I did not say we have to. I merely said, “at any given 
exchange rate.” We discuss that question in the report. We say that if you are 
going to achieve you goals in a satisfactory way the position of the exchange rate 
would be an important matter. If the exchange rate position is wrong, then it 
might be very difficult to achieve your goals. We say there must also be a correct 
setting of the exchange rate, and we say you should not make a sacred cow out of 
it. On the other hand, you cannot jiggle the exchange rate any time you want to. 
There are many factors to consider. The way the world is now organized you 
have to keep responsible atttiudes with regard to your trading partners, and so 
on and we have certain obligations to the international monetary fund. Changing 
the exchange rate is not an easy matter. You have to keep this in mind. We are 
also saying that when the exchange rate gets out of kilter, so that it makes it 
impossible for you to achieve your goals, then you must look at the exchange 
rate and put it right. 

Senator CARTER: What is your assessment of the present exchange rate? Is it 
correct for the situation we have now? 

Dr. DEUTSCH: The new exchange rate undoubtedly, in the last three or four 
years, has had a stimulating effect on our economy, and continues to have. 

Senator CARTER: And continues to have? 

Dr. DEUTSCH: As far as we can tell. 

Senator CARTER: There is no pressure? 

Dr. DEUTSCH: We must keep our eye on not letting costs and prices run toa 
point where we lose our competitiveness. We have to watch our monetary and 
fiscal policies so as not to drive our costs and prices up to a point where we are 
uncompetitive and where we will be in difficulty again. That is why we have to 
get the right kind of demand policies because if you get too rapid price and cost 
increases you run into the danger of losing your competitiveness. 

Senator CARTER: You said that if we did not apply the right thing at the 
right time eventually you run into the balance of payments problem, which 
becomes the overriding factor. 

Dr. DEUTSCH: Yes. 

Senator CARTER: Would it help Canada if our Canadian currency was tied to 
gold like the United States? 

Mr. DEUTSCH: Our dollar at the moment is tied to the American dollar. Did 
you say we should tie it to gold? 

Senator CARTER: Yes. 

Dr. DEUTSCH: It would not make any practical difference at the moment 
because the American dollar is already tied to gold. I do not think it makes any 
practical difference at the present time—unless the United States went away 
from the gold standard, and then it would make a difference. 

Senator CARTER: Big countries like Russia and China, when they have wheat 
deals they pay in gold. They have enought gold to take care of their balance of 
payments. 

Dr. DEUTSCH: Russia is a large producer of gold which it uses to pay for 
some imports. 

Senator CARTER: We have gold, and would it not be to Canada’s benefit if we 
could produce more gold, even if we had a subsidy? 


Dr. DEUTSCH: We do subsidize it now. 
Senator CARTER: But we could do more with it. 


Dr. DEUTSCH: It is a nice question whether you should use your resources 
this way, to get foreign exchange, or another way in which you get foreign 
exchange more efficiently. When you are using resources to produce something 
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you could use them to do something else. Which is the more efficient way of 
doing it? Once you get into big subsidies it means you are not very efficient in 
what you are doing. Which is the more efficient way of getting exchange? We are 
subsidizing gold to some extent now. I am not complaining about what we are 
doing at the moment. These are some considerations you have to have in mind. 

Co-Chairman Mr. Basrorp: There being no further questions, on behalf of 
the committee I would like to express, I know, our great thanks to you for a real 
tour de force today. I do not know whether after today’s experience you want to 
withdraw your recommendation of a standing committee on economic affairs— 

Dr. DeutscH: No, I think this encourages me a great deal. We have had a 
very fine day, I think. 

Co-Chairman Mr. BASFoRD: We have ranged far and wide from the price of 
food, which I think was quite proper for us to do in a general examination and 
educational session on your report, and I know that I and the committee are very 
grateful to you and your staff for coming here today. 

Dr. DEeutscH: I might say that any time we can be of any help to you, you 
are most welcome to call us. We will be glad to do what we can. Thank you. 


The committee adjourned. 
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Clancy, MacInnis, Scott (Danforth), 
Code, Mandziuk, Smith, 

Crossman, McCutcheon, Whelan—(24). 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
1, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, mov- 
ed,—That the First and Second Reports of the Special Joint Committee 
on Consumer Credit and Cost of Living, presented to the House on Friday, 
April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
266 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
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lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 
vember 22, 1966:— 
The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 


The question being put on the motion, it was— 
Resolved in the affirmative. 
J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, November 29, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 
Chairman), Hollett, Inman, McDonald (Moosomin) and O’Leary (Antigon- 
ish-Guysborough) —7. 


For the House of Commons: Messrs. Allmand, Andras, Basford (Joint 
Chairman), Code, MacInnis, Mandziuk, O’Keefe, Scott (Danforth), Smith and 
Whelan.—10. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, @.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 

The following were heard: 

Colgate-Palmolive Limited: 

Mr. Richard C. Beeson, 
President. 

Mr. W.S. Winter, 
Vice-President, Finance. 


At 1.00 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, Croll (Joint 
Chairman), Hollett, Inman, McDonald (Moosomin) and O’Leary (Antigon- 
ish-Guysborough) .—7. 


For the House of Commons: Messrs. Allmand, Andras, Basford (Joint 
Chairman), MacInnis, O’Keefe, Smith and Whelan.—7. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Jacques 
YHeureux, C.A., Accountant. 


Mr. David Kirk, Executive Secretary, Canadian Federation of Agriculture, 
was heard. 


At 5.30 p.m. the Committee adjourned until Thursday next, December 1, at 
9:30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, November 29, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9:30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: I see a quorum, and I call the meeting to 
order. We have before us today Colgate-Palmolive Limited. Mr. Richard C. 
Beeson, the President, will now present his brief. 


Mr. Richard C. Beeson, President, Colgate-Palmolive Limited: 

1. Mr. Chairman, Honourable Members of the Senate and House of Com- 
mons Special Joint Committee. 

2. My name is Richard C. Beeson, President of Colgate-Palmolive Limited, 
and I appear in response to the invitation of this Committee extended by its 
Special Assistant Dr. R. W. James. 


3. Dr. James advised that the purpose of my presence at this enquiry is: 

“To describe the recent experience of your Company insofar as it is 
relevant to changes in the cost of living and consumption patterns among 
Canadian consumers.” 

4. This, of course, is in conformity with the resolutions passed by the House 
of Commons and the Senate on September 9 and 13 respectively wherein this 
Committee is required: 

“to enquire into and report upon the trends in the cost of living in Canada 
and factors which may have contributed to changes in the cost of living in 
Canada in recent months.” 

5. Colgate-Palmolive Limited has been a factor in the marketplace of 
Canada for many years and it is our hope that by making available the ex- 
perience gained over these years we can be of help to this Committee in its 
present endeavours. 

6. Dr. James furnished us with a list of 11 suggested topics for discussion 
and that list appears as Schedule 1 at page 1 of the second binder—the grey 
covered binder. (See Appendix following text.) I have listed those topics for 
discussion in the body of the brief so the committee will not have to refer to the 
list. I shall not read the topics, but they are there for reference. 

7. The body of our presentation is directed to an exposition of our corporate 
experience respecting matters pertinent to changes in the cost of living and 
consumption patterns among Canadian consumers with particular reference to 
those consumer products which the guidelines indicate are of chief interest to the 
Joint Committee, namely, soap and detergent household cleaning aids. 

8. We have attempted to answer clearly the enquiries contained in the 
guidelines furnished to us and we have added supplemental information where it 
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was considered as being helpful in presenting a meaningful picture of the 
business operations conducted by our Company. 

9. I propose not only to furnish you with details concerning the operations 
of our Company but also to offer you our general opinions, experience and 
conclusions regarding many aspects of the detergent industry and including our 
knowledge of the consumer and of the marketplace in which we function. 


10. Before responding to those enquiries, however, permit me to tell you 
briefly about our company—Colgate-Palmolive Limited. 


11. Colgate-Palmolive Limited is a Canadian Company that is also a wholly 
owned subsidiary of Colgate-Palmolive Company, a United States corporation. 


12. Although this Committee is not primarily interested in Colgate- 
Palmolive Company, as such, please allow me a moment to provide you with 
some facts about that corporation merely to establish the roots of our Company 
here in Canada. 

13. The origins of Colgate-Palmolive Company go back to 1806 when Wil- 
liam C. Colgate started a soap and candle business in New York City. His 
business grew and prospered over the years primarily due to his then unique 
policy of providing quality and service. From this beginning, Colgate-Paimolive 
has grown to where it now employs 26,000 men and women and in 1965 did 
$862,000,000 in world-wide sales. 

14. The success of the Company in its world-wide operations is based upon 
another firmly established policy, one that has been scrupulously maintained 
over the years. A basic element of that policy is that subsidiary companies are 
independent organizations and not mere branches of the parent Company. 

15. Colgate-Palmolive Limited is one of these companies. Its history here in 
Canada goes back more than 590 years. In fact, the Canadian Company was the 
first venture outside the U. S. for the parent company. 

16. From its beginning in this country in 1913, Colgate-Palmolive Limited 
has grown with Canada to the point where, today, it provides employment for 
more than 800 men and women in our Toronto Head Office, at our plant in 
Toronto and our warehouses and sales offices throughout the country. 


17. Over the past 50-odd years, Colgate-Palmolive Limited has shown 
steady growth and has been a good corporate citizen of Canada, contributing its 
share to the country’s economy and growth. 


18. There are no inter-relationships between Colgate-Palmolive Limited and 
any Canadian Company other than those which are normal and customary 
between manufacturer, supplier and customer. 


19. We are sure that the Committee will be interested in certain of our 
arrangements with the parent Company. We have available to us all trade marks 
and all patents. In addition to our own facilities in Toronto, we have access to 
research and development centres in the United States, England, France and 
Italy. In addition, without being exhaustive, we have available to us, specialized 
engineering services, computer specialists, manufacturing specialists, market re- 
search facilities and market research information. For all of this, we pay a sum 
of approximately $250,000 a year. 

20. There are no other royalties, fees or commissions paid to the parent 
company. 


BUSINESS OPERATIONS 


21. Our business is the manufacture and distribution of soaps, detergents, 
household products, toilet preparations and glycerine for the Canadian household 
and industrial markets. Our sales force, which operates nationally, calls upon 
more than 22,000 customer accounts each quarter. Included in that number are 
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approximately 1,600 corporate chain stores, 9,000 voluntary chain stores or 
co-operative groups, some 4,500 industrial accounts as well as the independent 
wholesalers and retailers across Canada. 


22. While we vigorously solicit business from the industrial community, not 
only by manufacturing glycerine, but by supplying soaps and cleaning com- 
pounds to hotels, the military services, factories, hospitals and other institutions, 
our primary concern and the focal point of our marketing effort is the Canadian 
consumer. In her hands, rests the responsibility for the care and cleanliness of 
the family and the family home. It is to satisfy her demands that the bulk of our 
market research, product development and sales energy is directed. 


23. Our growth over the years and the continued acceptance of our products 
is due entirely to our complete and intense concern for the needs of our ultimate 
customer, the consumer. Without a constant and continuous study of her needs, 
we would not have enjoyed our growth and would, in fact, have gone out of 
business a long time ago. 

24. In an effort to be of the greatest possible assistance to this Committee, 
we have attempted in this brief to answer as many questions as possible in a 
manner that shares with you our awareness, interest and our knowledge of Mrs. 
Canadian Consumer. 


25. Throughout these hearings, Mrs. Consumer has been, and will undoubt- 
edly continue to be, mentioned. Since she could very well mean different things 
to different people, it is only proper that we reveal to this Committee what our 
company, from its long experience with her, has learned about her and the way 
she reacts in the marketplace so that there will be a clear understanding of the 
context in which we use the term “Mrs. Consumer” in this presentation. 

26. First of all, we have found Mrs. Consumer to be competent, able, and 
most aware of her needs in the marketplace. 

27. Our experience has proven without question that she has a will of her 
own, that she possesses a wealth of knowledge built up from her own personal 
experience, and that she constantly draws upon this accumulated knowledge to 
make her marketing decisions. 

28. We know that she can and does measure value in terms of many factors, 
of which price is only one. 

29. We know, without any question whatever, that although our advertising, 
couponing, sampling or other promotions may motivate her into purchasing or 
trying a product once, she will not buy that product again if it does not meet the 
personal qualifications and standards that she herself has set for that kind of 
product. 

30. How does she develop competence in this complex activity of purchasing 
food and cleaning products for her home? We constantly research this question. 
After all, housewives are rarely formally trained to be good shoppers. 

31. In most cases, young women learn some of the basic elements of running 
a household by helping out around the family home. In addition, they may 
receive home economics training in school where they learn weights, measures 
and techniques. Even with this, we know they are rarely completely prepared 
for the problems of housekeeping when they are first married. 

32. To satisfy the obligations imposed by her new responsibilities, the new 
housewife is forced to do what anyone in an uncertain situation is forced to do: 
experiment. Her way of developing competence in her own eyes and in the eyes 
of her family is by experimentation. 

33. She experiments on the various brands available in the marketplace 
until she finds the one that provides the results she considers the best for her and 
her family. 
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34. We have asked housewives to tell us how they actually went about 
determining whether a selected product was or was not a bargain. 


35. They explained that they determined whether the product provided the 
desired quality, whether it yielded the desired result, and whether it supplied all 
of the other factors of perfume, texture, etc. required by them or their fami- 
lies—and, then, price entered into the picture. If it resulted in a saving of money, 
it was a bargain. 

36. However, if they had to pay extra, they then reexamined the product to 
see if it offered more convenience, better measurable results, or even better 
aesthetic satisfaction than the other known products—and if it did, they conclud- 
ed that the cost of the added quality or convenience was worthwhile. That is, 
they considered whether it was worth it from their own family’s point of view 
and if they decided it was, they bought the product again. If they decided it was 
not, then they simply did not buy it again. 

37. It is this constant experimenting by Mrs. Consumer that is her technique 
of adding to her knowledge of satisfactory products needed for her home and of 
determining acceptable cost for the value received from those products. 


38. It means that Mrs. Consumer fully understands her own needs and 
problems and that she wants and demands variety and choice. 


39. She rejects over-simplified solutions. She does not want anything to 
limit her choice or her flexibility of action. Mrs. Consumer sees that flexibility of 
choice and action as a measure of her own competence in filling the wants of her 
family. This is the key to her career as a homemaker. She wants to be competent 
in that career—not constrained. 


40. As you can see, in trying to define the term “Mrs. Consumer”, what we 
have really shown is that there is no single definition that will do justice to all of 
the thousands of Mrs. Consumers who take part in creating consumer demand. 
While they all may be generally motivated by the same basic needs, desires and 
experiences, those needs, desires and experiences are different in their emphasis 
and directions for each Mrs. Consumer. This is why one prefers Brand A and the 
next prefers Brand B or C. 


41. It is in direct response to her requirements that Colgate has created a 
variety of effective, efficient and specialized household cleaning items which have 
served to reduce her daily cleaning chores and helped free her time for the 
better enjoyment of her family and her friends, as well as the many amenities of 
our modern society. 


42. The products to which we refer consist of laundry and dishwashing 
detergents, liquid and powdered cleaners and cleansers, toilet soaps and the like. 
If you will refer to Schedule 2 at page 2 of the second binder, you will see the 
percentage share of the consumer market enjoyed by our company in each of the 
classifications of heavy-duty powdered detergents, light duty liquid detergents, 
household cleaners—both liquid and powdered—abrasive cleansers, toilet soaps, 
food wraps and room deodorants. 


43. As you can see from Schedule 2, we so not dominate any one of these 
fields,—we have several competitors who compete with us across the nation. 
Nevertheless, these categories which are of prime interest to this committee 
constitute approximately 70 per cent of our total business. 


44. Our company—and in fact our entire industry—has always attempted to 
provide satisfaction, not to any particular consumer but to the great variety of 
Mrs. Consumers across the country. 


45. This continuous assessment of the Canadian consumers’ needs has re- 
sulted in a flow of new and improved products. Of the hundreds of national 


brands marketed by our industry in Canada today, only a handful existed at the 
end of World War II. 
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46. Having provided you with the facts concerning the organization and 
general policies of our company and with our viewpoints concerning the 
Canadian consumer—permit me now to respond directly to the eleven questions 
submitted by this committee. 

(1) COMPARATIVE FINANCIAL STATEMENTS FOR THE PERIOD 1960 To 1965, 
INCLUSIVE SHOWING GROSS SALES, MARGINS, COST OF RAW MATERIALS PUR- 
CHASED, SALARIES AND WAGES, OPERATING AND SELLING EXPENSES AND NET 
PROFIT 


47. Schedule 3, at page 3 of the second binder, presents in dollars the 
comparative profit picture of our company for the years 1960 to 1965 inclusive. 
We have shown both dollars and percentages for easy reference. 

48. Important to the enquiry being conducted by this committee is the fact 
that in the six-year period 1960-1965 increases were experienced in every area 
of costs, raw materials, packaging materials, wage rates, freight, advertising, 
taxes, etc. For example, wage rates have gone up by 23 per cent from 1960 to 
1966, freight charges involved in delivering our products to our customers went 
up by 46 per cent in the same period of time. 

49. We have shown on Schedule 4, at page 4 of the second binder, a 
comparison of average hourly wages of our factory personnel as well as a 
recapitulation of freight charges over this period. Packaging costs will be re- 
ferred to later in the brief. This Schedule 4 shows the 23 per cent increase in 
hourly pay to which I have just referred. 

90. To counteract these increases in operating costs our company has en- 
gaged in an intensive cost reduction programme. As a part of this programme, 
value analysis task forces have been assigned to apply their talents for the 
purpose of reducing product costs, principally raw materials and packaging costs. 
Referring back to Schedule 3, it is significant to note that through programmes 
such as this, packaging materials expressed as a percent of sales were reduced 
from 14.2 per cent in 1960 to 9.7 per cent in 1965. Our objective is around 9 per 
cent for 1966. 

o1. Our capital expenditures programme was accelerated to improve our 
productivity and further automate our manufacturing operations, thereby reduc- 
ing labour costs per unit despite an increase in hourly rates. Modern, high speed 
equipment was installed for manufacturing, filling and labelling our products. 
New material handling devices were acquired in our warehouses across the 
country, to permit mechanical loading and unloading of box cars and trucks and 
faster and more accurate filling of customer orders. 

92. Other programs were initiated by our research and development depart- 
ment to produce more effective and, at the same time lower cost formulas. The 
purchasing department was able through long term contracts to secure more 
advantageous prices resulting in materials cost reductions. 

53. We have engaged professional consultants to work with our own person- 
nel in a distribution analysis aimed at reducing our all important freight and 
warehouse expense. 

04. We have just recently installed the most advanced generation of elec- 
tronic computers to enable us to realize further gains in operating efficiencies 
and most important, improvements in the area of customer service. 

09. The successful completion of these projects is playing an important part 
in permitting us to prevent—or at least to delay—increases in selling prices 
which otherwise would have been necessary. 

56. While this information indicates the significant problems of increased 
cost which have affected our operations and the measures used by our company 
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to combat them, Schedule 5, at page 5 of the second binder, goes to the heart of 
the matter, namely, to indicate how these increases have affected our prices. 


57. This schedule indicates price changes to retail and wholesale customers 
in the eighteen-month period ending November 1, 1966. During this period there 
have been no increases in the price of toilet soaps, one increase in the price of 
powdered detergents amounting to less than 2 cents a carton, and one increase of 
less than 1 cent a box for Ajax scouring cleansers, but, in liquid detergents there 
was a price decrease of 9 cents a bottle. 


58. As a matter of fact, I think you would be interested in studying not only 
prices in recent months but prices over the entire reference period of this 
presentation from January 1, 1960 to date. 


59. During this time toilet soaps increased a total of 27 per cent, but this, 
you know, is dependent upon the fluctuating world market price of tallow, 
coconut oil and other basic materials. Powdered detergents, however, on a per- 
ounce basis now sell at exactly the same as their 1960 price, scouring cleansers 
have increased only 6 per cent over their 1960 price, all-purpose cleaners have 
increased only 2 per cent over the price at which they were introduced in 1962; 
and most of our liquid detergents are selling at the same price as they did in 
1960, with Rose Lotion Vel, our largest selling brand now selling at 87 per cent 
of its 1960 price. 

60. This record shows that our prices have, in general, on a cost-per-ounce 
basis to the trade, not increased over this period of time. I am sure you realize 
that what I am talking about is our selling prices to the retail and wholesale 
trade. These prices, in 1966, are essentially the same as they were in 1960 and in 
some cases lower. This is a result of free competition in a highly competitive 
market. 

(2) SHOW SEPARATELY ANNUAL ADVERTISING EXPENSES INCURRED AND 
THEIR RELATIONSHIP TO GROSS SALES FOR THE SIX-YEAR PERIOD. SHOW DETAIL 
SEPARATELY FOR (A) DIRECT AND (B) CO-OPERATIVE ADVERTISING EXPENSES. 


61. In Question 2 you ask for annual advertising expenses and their rela- 
tionship to gross sales for the six-year period. Although this information is 
included in Schedule 3, you also ask for detail showing, separately, direct 
advertising expenses and co-operative advertising expenses. 


62. Here in Schedule 6, at page 6 of the second binder, we have provided 
answers to the question and, in addition, have included further information 
which we believe will be helpful to the committee. Advertising expenses in 1960 
amounted to 10.6 per cent of gross sales. Of this, 7.4 per cent consisted of 
amounts spent in media, that is, newspapers, magazines, radio, television, etc. 


In addition, we classify under direct advertising, coupons, samples and instore 
displays. 


63. Coupons are certificates either delivered to the consumer or packed in a 
box of our product entitling the holder to a price reduction on her next purchase 
of that particular product. Samples, obviously, are given away. We do quite a bit 
of sampling on our new products. We also provide instore display material and 


posters. 
64. In 1960 these three types of advertising amounted to 1.3 per cent of total 


sales. Our co-operative advertising expense, in the same year, amounted to 1.9 
per cent. 


65. By 1965 the amount expended on advertising had grown to 16.1 per cent 
of sales or, in dollars, from $3,243,000 to $5,522,000. In that year, 9.8 per cent of 
this expenditure was for media, 3.9 per cent for coupons, samples and display 
material and a further 2.4 per cent for co-operative advertising. 
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66. A natural question to ask is, why did we increase our advertising from 
1960 to 1965 not only in dollars but as a percentage of sales? There are three 
reasons. Firstly, the cost of each segment of advertising increased significantly 
during this period. Secondly, we have been advertising new products under an 
expanded new product programme which did not exist in this company in 1960, 
and thirdly, it is necessary to continue to support our older and growing vital 
brands. 


67. You realize, of course, that our products are directed to the national 
consumer, and that advertising performs the indispensible functions of informing 
Mrs. Consumer of the existence of our products, of the attributes of our products, 
either new or old, and it stimulates a continuing consumer interest in these 
products. Were it not for sales secured through advertising, we would not have a 
market position. We would lose revenue and with it the ability to pay for 
improvements to our existing products and the ability to develop and introduce 
new products. In short, there would be no progress, rather retrogression. 


68. It takes money to advertise and Schedules 3 and 6—you will find 
Schedule 6 at page 6 of the second binder—indicate how it affects our profits. We 
would not advertise to the extent that we do if we did not consider that the 
expenditures were of significant value. We are similarly convinced that advertis- 
ing is the best way to ensure growth and lower costs. To the extent that market 
shares are not maintained or improved, unit costs will increase and the product 
will fail and be withdrawn from the market or the added cost will be borne by 
the consumer. 


69. Previous witnesses before this Committee have emphasized the fact of 
increases in advertising costs; such increases were not a matter of our choice. 
Radio cost is up approximately 15 per cent, the CBC television network cost of 
prime time is up 25 per cent. Spot television advertising has increased even 
more—45 per cent, and, in the area of print media, newspapers have increased 19 
per cent; Weekend magazine, 35 per cent; Reader’s Digest, 34 per cent; and 
Chatelaine, 18 per cent. Details of these facts and figures are set out in Schedule 
7, at page 7 of the second binder. 


70. The reason for the remaining increase in advertising expenditures lies in 
introductory advertising of new products, as well as our sustaining advertising 
for older brands. We are now marketing 23 products that did not exist in 1960. 
33 per cent of our sales today, or $11,000,000 is derived from products that were 
not even on the market in 1960. 


I might just add here that we have discontinued older, slower selling 
products at the same time. We have one sales force selling all of our products so 
that, when we bring a new product out, we usually discontinue one of the 
smaller, slower selling products. 


PRODUCT INNOVATION 


71. We consider it pertinent to the Joint Committee’s enquiry to make it 
aware of Colgate’s product development and marketing research programmes. 
One of the phases of marketing research is to communicate with the housewife, 
in person, by mail or telephone in an attempt to isolate her preferences respect- 
ing existing products and to gather ideas for new products. Once an idea for a 
new product is formulated, it is fed into a highly organized six-phase programme 
of new product development that may take a period of time from months to 
years in development. 


72. Every effort is made by marketing research to maintain contact with the 
consumer. Consumers participating in our research programmes are selected in 
accordance with established projectable panel sampling techniques to provide a 
broad cross-section of reaction of the whole group. 
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If you want to have a product, you have to have an idea to talk about first. 
Therefore, we refer to this early stage in the life of a product as the product 
concept. 


73. At the product concept stage, new ideas are sought from the consumer 
groups which are guided into areas of discussion by trained moderators and then 
left alone to allow normal conversational interaction to take place. Generally, 
two or three such sessions are held on each subject. These are tape-recorded and 
the results analysed by the professional moderator. The sessions last two or more 
hours. The analysis of the session may take ten hours or more. 


74. Once a product concept is defined, it is tested for quantitative acceptance 
by means of specially designed questionnaires presented by interviewers to 
representative cross-sections of the population. Up to one thousand individuals 
may be interviewed in the course of such a survey. 


75. We have a full-time staff of 10 interviewers conducting interviews five 
days a week in Toronto. We also have a force of 100 interviewers functioning in 
more than 20 centres of population from Vancouver Island, British Columbia to 
St. John’s, Newfoundland. This coverage is required because no one section of 
the community is represented of the entire country. 


76. The questionnaire is then processed through computers and, assuming 
that there is a positive reaction to the idea, the next stage—product prototype 
—may take place in our own research and development department or in the 
larger research and development facilities of our parent company. Assuming that 
a product is forthcoming, a further consumer test known as a blind or uniden- 
tified product test is used. 

I would like to point out that where we have an idea for a product we 
discuss that idea with consumers. If there is a positive reaction then we get some 
idea of the type of product pluses the consumers want built into the product. 
After that we go to the research developers and ask them if it is possible to 
produce. 


77. This test is conducted by supplying several hundred consumers with the 
actual product, identified only as to function, for trial under normal conditions in 
the home. This would be, for example, a laundry product which they try in their 
homes. These women rate the acceptability of the product on a prepared score 
card, preferably rating this test product against a standard product. These cards 
are analyzed and if such analysis reveals that the new product is preferred by 
the majority, the test may then be repeated several times to determine which 
combination of ingredients best measures up to the demands of the consumer. 
Given positive consumer direction and reaction, further tests are conducted, 
including tests for brand name, package shape, package colour, product colour, 


product perfume, advertising and the other remaining elements of the product 
mix. 


78. Finally, the product will be the subject of a broad consumer study to 
determine usage habits and attitudes. This may involve up to 3,000 interviews 
across the country and take several months to formulate, tabulate and report. 


79. Of 80 concepts initiated in this manner usually only three or four 
actually see the light of day as a product. All of the remaining ideas or concepts 
will fall by the wayside at one stage or another. 


80. A product or product concept may founder in the research stage because 
research cannot produce what is called for due to technical limitations. On the 
other hand, once developed and the new product has reached the test market 
stage, 11 may not receive the broad favourable consumer reaction which the 
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surveys indicated was there. With very few exceptions, all new products are 
tested in actual market situations. These are usually city or area tests where we 
can experience the actual marketing of a new or improved product. 


81. Although this may have seemed like a lengthy explanation of the 
procedures involved in putting a new product or product improvement on the 
market, it is only through these testing procedures that we can learn to avoid 
costly mistakes and satisfy Mrs. Consumer. Even with these testing procedures, 
only a few products that reach the national market are successful. This would 
appear to prove conclusively that advertising alone does not create a market. A 
market is created by a consumer need or desire, a quality product which satisfies 
this desire, and the consumer’s willingness to buy the new brand again and 
again. 


82. It is clear that Mrs. Consumer is not only our customer, she is our 
business and if we do not satisfy her, we will not stay in business. 


PRIVATE BRANDS 


83. This would seem to be an appropriate time to deal with the subject of 
Private Brands. While Private Brands are available in the major food outlets 
across Canada, they do not command a significant share of the total market in 
any of the categories in which we compete. One reason is that they are not 
innovators, they never lead, they only follow to fill a need already found, 
explored and developed by manufacturers of national brands. Private Brands 
exist only by reason of the work done by the manufacturers of national brands 
and they must, therefore, rely more heavily on price appeal for acceptance. 


84. There is a considerable question about quality, about the value of one 
product versus another. We know that Mrs. Consumer makes her choice on the 
basis of value as she perceives value. Just as we originally stated, value is not an 
absolute standard, it is not the same for all consumers. It is a highly personal 
thing involving a great many important factors in addition to the tangible 
elements of price, quality, content, colour and perfume. These include such 
factors as confidence in the reliability of the product; confidence in the manufac- 
turer; confidence in the quality and consistency of the product. Of additional 
significance is her experience with the product as to convenience, simplicity and 
economy of time in actual use. 


85. If all consumers had the same idea of value, I am sure there would be 
but one brand on the market, and if price alone were the only standard of value, 
the cheapest product would become the only product available. Our experience 
tells us that consumers do not make their value judgments the same way and 
that certainly they do not make them on the basis of price alone. It is a highly 
personal decision which each Mrs. Consumer makes for herself. 


86. We know that the lower-priced products exist in the marketplace and 
that a number of consumers will continue to make their value judgments 
primarily on the basis of price. Our experience indicates that there are signifi- 
cant differences between the lower-priced products and those that are nationally 
advertised. However, consumers buying the lower-priced products or private 
label brands will be largely unconcerned with these differences. 


(3) SHOW THE COST OF CONTAINERS AND OTHER PACKAGING MATERIALS 
FOR THE PAST SIX YEARS AND SHOW THEIR PERCENTAGE RELATIONSHIP TO 
GROSS SALES. 


87. Packaging must serve a number of purposes, not only to protect the 
goods which it encloses but to provide easy identification by the customer in the 
Store. It must carry instructions and information as to the use of the contents 
and, in many cases, the specific quantity to be used by the housewife. Most 
important, packaging must not add unnecessarily to the cost of the product. 
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88. Schedule 8, at page 8 of the second binder—shows the cost of containers, 
wrappers, labels, corrugated cartons and everything we use for the years 1960 
through 1966. You will note that while all: but one cost item listed on the 
schedule have increased in price over the past six years, the total cost of 
containers and other packaging materials has reduced as a per cent of sales from 
14.2 per cent in 1960 to $.7 per cent in 1965, and we are hopeful of reducing this 
to 9 per cent in 1966. The cost per thousand for labels and cans, etc., is shown at 
the top of Schedule 8 above, and then, below, we have the gravure rolls and the 
printing plates. Everything has gone up except one item, and that was poly 
bottles for liquid detergents; that is the one that has gone down. This is the 
result of the cost reduction program we spent some time on earlier in the brief. 


89. While we are discussing this subject, let us consider an area of packag- 
ing which, is of interest to this Committee. 


90. Manufacturers have often been accused of permitting an unwarranted 
and unwanted profusion of packages to appear on the market—packages de- 
signed to confuse consumers and, in conjunction with fractional weight mark- 
ings, to make it difficult for her to calculate the value per unit. These problems 
are separate and distinct. 


91. The first assumes that the manufacturer is able to compel the consumer 
to purchase products in a size she does not want. This assumption calls for a 
further equally false assumption that the consumer is confused by the variety of 
sizes presented for her consideration. 


92. Our experience is exactly the reverse. We have found the consumer to be 
an expert in shopping. She determines which package size and which price best 
fits her requirements and budget. Our experience indicates that if we furnished a 
size that meets no need, that package will not last on the grocer’s shelf. One of 
the ever-present threats to the manufacturer is the retailer’s delisting of a 
product or product size. Simply stated, this is the decision by the retailer that he 
will no longer carry one of the manufacturer’s products because it does not move 
in sufficient volume to justify allocated shelf space. Major food retailers have 
computerized systems which constantly pinpoint the slower-moving sizes of any 
listed item. Delisting follows when a product or products size fails to find 
acceptance by the housewife. The only packages that stay on the shelves are 
those that fill a functional need. 


93. The question of fractional weight markings gives rise to quite another 
set of considerations. You will see on Schedule 9, at page 9 of the second binder, 
the brand names, package sizes and net weights of our household cleaner as 
requested by question 10. You will particularly note that it is packages of 
powdered detergents and cleaners that bear odd weights. The chief reason for 
this situation is one that has already been explained to this Committee by other 
witnesses. Some products have greater density than others. 


94. Only products of equal density occupy the same space and permit a 
standard size. Finally, it is possible to achieve economies of production by 
utilizing one packaging line instead of several and economies in inventory by 
restricting the variety of package shells required. 

This is a one-pound box of ABC detergent, and this is a one-pound, 
four-ounce box of Ajax detergent, and they are exactly the same size. They are 
full to the same line, one being a lighter product than the other. The same is true 
of the giant size. This is a two-pound box of ABC detergent, and this other is a 
two-pound, ten-ounce box of Ajax. (Indicating detergent samples). 


95. It is possible to standardize sizes or standardize weights. Either will 
cost money but we cannot do both. There is nothing in this area that will result 
in the reduction of prices to “Mrs. Consumer.” 
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(4) HOW DO YOU DETERMINE THAT YOUR SALES PRICES ARE COMPETITIVE? 


96.—The answer to question 4 is very simple. Our field salesmen are in the 
stores every business day. We keep track of our competitors’ prices through field 
reports submitted by our sales people. In addition, if our prices are out of line for 
any length of time, the consumer tells us so and stops buying our product. We 
have no established profit margins at Colgate, but we do not continue to market 
an unprofitable item. In the light of intensive competition in the soap and 
detergent field, it simply would not be possible to charge non-competitive prices 
and stay in business. 


97.—You have indicated an interest in a comparison of prices with those in 
the United States. While our prices are above those in the United States, there 
are economic explanations for this. Certain raw materials are not available in 
Canada and have to be imported with resulting increased cost. The same applies 
to certain packaging materials. In addition, there are fewer raw and packaging 
material suppliers in Canada. Let me assure you, however, that this does not 
result in higher profits to our company. Our profits in 1965 shown in Schedule 3, 
were 3.1 per cent of sales and an examination of the parent company’s con- 
solidated annual statement for 1965 shows that its margin was 3.3 per cent of 
sales. 
(5) WHAT IS YOUR SALES POLICY RESPECTING SPECIALTY ITEMS INVOLV- 
ING PREMIUMS, CERTIFICATES REDEEMABLE BY THE CONSUMER, CENTS-OFF 
DEALS, ETC.? 


98.— We use consumer incentives in the form of premiums, coupons, cents- 
offs offers and other incentives as the marketing situation of a particular 
brand dictates it. The marketing principle underlying the use of these incentives 
is the consumer’s continuing search for something new and better. They are 
constantly experimenting with new and different products. Many consumers are 
not regular users of any particular brand but prefer to trust their own experi- 
ence when shopping within a category. Promotional incentives assist consumer 
choice and experience has shown us that they are effective in stimulating both 
the short and long term demand for our products. 


99.—-Coupons are an effective means of obtaining consumer trial of a prod- 
uct. These may be distributed as an inpack item—that is, in one of the 
cartons—or by direct mail, or by house-to-house hand delivery, and they are 
redeemable anywhere at face value against the purchase of the brand being 
promoted. In turn, our Company redeems these coupons at full face value plus a 
handling charge to the retailer. Couponing is really only valid when used with 
high quality products where trial by the consumer will lead to repeat purchases. 
Our Company uses coupon incentives frequently. 


100.—‘Cents-off’—“eight cents off” on Ajax, for example—are sold to the 
trade as such; that is, the full stated discount from retail shown on the package is 
deducted from the normal wholesale price of the product. The full consumer 
price reduction is a direct expense to Colgate. The purpose is to encourage the 
retailers to pass on this saving to the consumer and thereby attract new consum- 
ers to our products. 


101.—Premiums, while used infrequently, are intended to stimulate con- 
sumer interest in general. A premium, for example, may be a cellulose sponge 
taped to the side of a bottle of liquid cleaner, say something like Ajax liquid 
cleaner where the premium is usually related to the product. We do not use 
them very often, but we use them for a restricted period of time where market 
conditions indicate the desirability of such promotion. We have no continuous 
premium promotions. The cost of these on-pack premiums is entirely borne by 
the Company and give added value to the consumer. 
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(6) SHOW QUOTATIONS AT F.O.B. PLANT SALES PRICES PER UNIT OF SOME 
OF THE PRINCIPAL PRODUCTS OFFERED DURING SELECTED WEEKLY PERIODS IN 
1965 AND 1966 


102.—This question really does not apply to our particular business since we 
sell nothing f.o.b. plant but all goods are sold at delivered prices. They do not 
vary from week to week since they are not influenced by the short-term fluctua- 
tion of prices as a result of the harvest season and the like. For example, 
Schedule 10, at page 10 of the second binder, shows prices of three of our 
products during the last week of each quarter of the eighteen-month period we 
used earlier. Variations in prices during these periods result from differences in 
consumer or trade incentives. The exceptions are the price increases which we 
have already discussed. So our prices do not change from week to week. 


(7) WHEN VOLUME SALES ORDERS ARE INVOICED, IS THE BILLING NET OF 
ALL DISCOUNTS OR GROSS LESS DISCOUNTS? 


103. Sales invoices are billed net of all discounts except in certain instances 
where some of our customers ask us to accumulate discounts and pay them at 
quarterly or other periods. We are happy to accommodate ourselves to the 
wishes of these customers. Our published price lists govern our prices and we 
have no volume incentive discounts, or any special discounts whatsoever that are 
not offered in a proper manner, to all in the trade. 


(8) DOES YOUR FIRM PACK FOR WHOLESALERS’ OR RETAILERS’ PRIVATE 
LABELS? IF SO, WHAT VOLUME PERCENTAGE OF SOME SELECTED ITEMS WERE 
PACKED IN THIS MANNER IN COMPARABLE PERIODS IN 1965 AND 1966? WHAT 
ARE THE DIFFERENCES BETWEEN THE PRIVATE LABEL BRANDS AND THE NATION- 
ALLY ADVERTISED BRANDS? 


104. Colgate-Palmolive Limited does not package private label brands for 
any retailer or wholesaler. We find it necessary to utilize our production capacity 
for producing our own branded goods. 


(9) SELECT TEN MAJOR COMMODITIES (SPECIFICALLY INCLUDING DETER- 
GENTS) MANUFACTURED BY YOUR FIRM IN 1966. IN EACH CASE, DETAIL THE 
APPROPRIATE MANUFACTURING AND SALES COSTS INVOLVED SUCH AS RAW 
MATERIALS, DIRECT WAGES, PACKAGING, WAREHOUSING, ADVERTISING, SALES 
EXPENSE, PROFIT, ETC. 


105. Schedule 11, at page 11 of the second binder, lists ten products in the 
household products field and, to make the schedule more meaningful for the 
Committee, we have this time, detailed what these products cost in terms of 
percentages. We have listed the product names across the tops of the columns. 
Take, for instance, the first column, which is Palmolive Soap. You will note that 
the current raw material cost is 25.2 per cent of sales, packaging 5.8 per cent, 
direct wages 3.4 per cent, with the other items as detailed. You must realize, of 
course, that selling expense and marketing expense are arrived at from our 
books and pro rated over all products. Administrative and Other is also pro rated 
in accordance with our established system of internal accounting. Palmolive 
Soap, an older established product, with which you are all familiar—a standby 
of the company—earns a profit of only 1.6 per cent after taxes. 


106. The second column is Fab powder, and you will note the same com- 
parison is made here. 


107. The third column perhaps, deserves more comment. This is Ajax 
Laundry Detergent, a new product introduced regionally across Canada in 1964. 
Introductory advertising expense is heavy and we are currently losing money on 
this product. However, Ajax Laundry Detergent is gaining a greater market 
share and we expect this profit situation will shortly be improved. 
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108. The next product is Rose Lotion Vel—most of you will be familiar with 
this—and it deserves some comment because this is a reintroduction—an im- 
provement on an old established brand. Accordingly, heavier advertising expen- 
ditures are required to acquaint the public with the new and improved features 
of this product presentation. 


109. I do not believe that Encore Liquid, Ajax Cleanser or Ajax Floor and 
Wall ‘Cleaner, require further clarification. Ajax Liquid Cleaner, Florient and 
Baggies—Baggies is a plastic food wrap which I am sure you have all heard 
about and this is Florient in a new fragrance of room deodorant that we have 
put out—the last three products, are produced for us by other Canadian sup- 
pliers. We, therefore, cannot give the same detailed information about them but 
I have included en to show you the relevant figures which can be compared 
with those of other products. 


(10) PROVIDE A LIST OF ALL HOUSEHOLD CLEANERS, SUCH AS SOAPS AND 
DETERGENTS, MARKETED IN YOUR COMPANY FOR THE RETAIL TRADE SHOWING 
THE TRADE NAMES AND THE PACKAGE SIZES IN TERMS OF NET WEIGHT. 
110. We have not omitted Question 10. That was answered earlier where it 
fell more logically into this brief. 


(11) IS IT TECHNICALLY FEASIBLE TO IDENTIFY HOUSEHOLD DETERGENTS 
AND SIMILAR PRODUCTS IN TERMS OF “UNITS OF CLEANING POWER?” 

111. The answer to question 11, concerning the technical feasibility of 
identifying units of cleaning power, is definitely no. There are too many differ- 
ences—in the soil to be removed, the material to be cleaned, the hardness of the 
water used,—it varies significantly across Canada—and the temperature of that 
water. For powdered detergents, each of the national manufacturers give the 
same directions “use from 34 to 2 cups.” To date, we have not been able to give 
a better or more universal unit of cleaning power to the consumer. 


112. We have endeavoured to answer all of the questions put to us by the 
Committee as fully as possible. However, our presentation would not be com- 
plete if we did not apprise you of some of the industry’s achievements in 
technical innovation and product improvement that have been beneficial to the 
consumer. 


RESEARCH AND DEVELOPMENT 


113.—Prior to 1946, when Colgate-Palmolive Limited introduced Vel, the 
first synthetic powdered detergent, in Canada, household cleaning products were 
made from soap. Soap has two major drawbacks; firstly, it reacts with the 
metallic elements of hard water. This is responsible for the well-known grey, 
unclean appearance of clothes washed with soap in hard water. Secondly, soaps 
are decomposed by acids and must be alkaline to be effective as cleaning agents. 
Most dirts, by the way are acids. 


114.—Synthetic detergents, in general, are not precipitated by hard water 
nor inactivated by acid. These are the reasons why they have almost entirely 
Supplanted soaps in household cleaning products. Vel powder was designed for 
hand washing dishes and lightly soiled fine fabrics. It was neutral to make it less 
irritating to the skin than the alkaline products then formulated for machine 
washing of heavily soiled fabrics. 


115.—Heavy duty detergents closely followed the light duty powders and 
were quickly successful despite many early imperfections. Research and devel- 
opment led to the commercial production of new and better household cleaning 


products and continued with increased intensity with a succession of improve- 
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ments in performance, quality and manufacturing efficiency. These products 
were developed with properties and advantages just not present in soap. 


116.—Heavy duty detergents have undergone many changes for the better. 
The surface active component which produces foam and penetrates into the 
fabric to displace and then emulsify greasy soil, has gone through numerous 
progressions of improvement in functional properties, colour and odour, recently 
culminating in the widely publicized biodegradeable type which will be used © 
throughout Canada by the end of 1966. 


117.—The “builders”, as they are known, have progressed from the types 
which provided little more than high alkalinity, to materials which control 
alkalinity for optimum detergency, de-flocculate soil particles to keep them in © 
suspension—that is, to break them up in tiny particles—and sequester the — 
metallic elements in hard water which interfere with cleaning efficiency. 


118.—Anti-redeposition agents are now included which are remarkably 
effective in repelling soil from fabric surfaces once it is removed from the fabric. 
Electrostatic charges are built up on the fabric, preventing the dirt from i 
redepositing on the cloth. 


119.—Increasingly effective fabric brighteners have been incorporated into 
powdered detergents to give cloth a brilliant whiteness. These brighteners ~ 
absorb light in the invisible ultra-violet range and convert much of the energy of 
this light into visible light of longer wave-length having subtle variations of hue 
to meet the varying preferences of housewives. Consumers prefer different hues: — 
pinks, yellows and blues, and there are different brighteners in our products and 
those of our competitors. 


120.—The same thing has been true in liquid detergents, which, for all 
practical purposes, have displaced the light duty powders. There are many 
reasons for this change, in that liquid detergents are not dusty, they can be 
packaged, coloured and perfumed more to the liking of consumers. They have 
also been developed to a stage of extreme mildness to hands producing abundant 
stable foam and high grease-cutting efficiency. Vel powder is still used on the 
prairies where there is extremely hard water, but it will be phased out and 
discontinued probably next year. The liquids have replaced these powders, and 
they can be packaged, coloured and perfumed easily. 


121.—-Scouring powders have been improved through a number of stages, 
from the first Colgate cleansers that rapidly captured a dominant share of the 
market—to a formulation containing a stabilized bleach of almost unlimited shelf 
life. This was a patented development, one of which Colgate is very proud, and 
just recently we have successfully added a second bleaching agent to our 
product, Ajax Cleanser, to give it even greater bleaching and disinfectant 
qualities. 


CONCLUSION 


122.—I have endeavoured to answer the questions presented to us and trust 
that the answers will be of some assistance to the Committee in its deliberations. 
Now, if there are any questions, I will try to answer them. 


Co-Chairman Senator CROLL: Will you commence, Mr. Urie? 

Mr. Urie: Mr. Beeson, I would like to refer you to Schedule 3 first, and 
conduct a short examination of your financial statements. Have you with you, sit, 
copies of your balance sheets? 

Mr. BEESON: I have the balance sheets with me. 

Mr. UrRIE: I wonder if you would file them? 

Mr. BEESON: Yes. 
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Mr. Urie: What I am particularly interested in are your gross sales and net 
profits before and after taxes related to sales as percentages. You have not given 
us any figures as to the percentage of net profit related to your investment. 


Mr. BEESON: That does show on the balance sheet. The rate of return is on 
the balance sheet. . 


Mr. Uris: Could you give us those figures for the five year period? 

Mr. BEESON: Yes—the rate of return on the investments? 

Mr. URIE: That is right. 

Mr. BEESON: It is a little complicated. I have done it in three ways, and I will 
explain them. The accepted way, which is the first sheet our financial people 


prepared, shows 12.6 in 1960, 8.5 in 1961, 11.4 in 1962, 12.7 in 1963, 10.1 in 1964, 
8.1 in 1965, and 7.5 in 1966. 


This is the way our comptroller says it should be done, but this is only true 
for Canada when it has the subsidiary dividends included in it. It does not give 
you a true picture of the rate of return on our investment in Canada. I do not 
have the subsidiaries’ sales and investment included in here. These are the 
West Indies subsidiaries and those in the Near East, and there are no sub- 
sidiaries operating in Canada. ; 


Mr. UriE: But you do have subsidiaries whose figuries are included in your 
consolidated returns. 


Mr. BEESON: No, sir. 

Mr. UrteE: How are those figures calculated? 

Mr. BEESON: This is capital and surplus and then divided into profits. 
Mr. URIE: What is the second? 


Mr. BesEson: I asked the financial people to do a second one, that is, to take 
those dividends out of our surplus and to recalculate the value of our real estate 
to our profit, and it is 7.3, the same thing; so it does not, really make much 
difference. 


Mr. URIE: 7.3 in 1966? 


Mr. BEESON: 1966. We did not go back to the other years. If you take out the 
dividend for all the years and use it on a depreciated value of the assets it stays 
at around 10 per cent for each year. 


Mr. UriE: Would you repeat that again? If you leave the dividends from 
your subsidiary companies and calculate your return, including depreciation— 


Mr. BEESON: Using the depreciated value the return is 10 per cent. 

Mr. Uris: And that is roughly the same figure over the period 1960 to 1966? 
Mr. BEESON: Yes. 

Mr. UriE: Now, are those figures before taxes or after? 

Mr. BEESON: This is profit, after tax. 

Mr. Urte: After tax. You are in the 52 per cent corporation tax category. 
Mr. BEESON: Yes. 


Mr. UrtE: So it is roughly doubled. Now, what dividends have you paid to 
your parent company during the period from 1960 to 1966? 


Mr. BEESON: In 1960 we paid the parent company a declared dividend of 
$600,000. In 1961, $1,100,000; in 1962, $1,030,000; in 1963, $1,750,000; in 1964 
$2,353,000. We did not declare any dividends to the company in 1965. 


Mr. UriE: And 1966? 

Mr. BEESon: $1,000,000 early this year. 

Mr. Urtie: There will be another dividend before the end of the year? 
Mr. BEESON: We really don’t know, we haven’t really decided. 
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Mr. URIE: Why was there no dividend paid in 1965? 

Mr: BEESON: We just kept the money here and invested it in short term 
notes in the bank.» 

Mr. Uris: At the beginning of 1966 what were your total investments in 
short term securities? 

Mr. BEESon: Approximately $6 million. 

Mr. URIE: In short term securities? 

Mr. BEESON: Yes. 

Mr. UrRIE: Is the income from those securities shown anywhere in the figures 
you have produced to us? 

Mr. Berson: Mr. Winter says they are included under Administrative and 
Other. 


Mr. URIE: But those which are under Administrative and Other are surely 
not receipts, but disbursements, expenditures, are they? 


Mr. W. R. Winter, Vice President, Finance, Colgate-Palmolive Limited: A com- 
bination of expenditures and revenue to the extent of interest income. 

Mr. BEESON: So this would be a net figure of expense. 

Mr. URIE: What do ‘‘Administrative and Other Expenditures” cover? 

Mr. BEESON: Sales department overhead, administrative salaries, advertising 
management salaries, market research expense. 

Mr. UrRIE: Would you give us those figures then, sir, your expenditures for 
Administrative and Other broken down for the years 1960 to 1965, as well as the 
income from your investments which have been set off against those figures 
during the same period, so that we can find out how you arrived at the net 
figures shown on that heading under Schedule 3? Is the $6 million figure which 
you referred to as your investment the same in 1966 as at the end of 1965? 

Mr. BEESON: Less the $1 million we declared this year. 

Mr. UriE: But that would be more than counterbalanced by your net profit 
acquired during the year which after taxes was about $1,078,000. 

Mr. BEESON: That was 1965. 

Mr. URIE: Excuse me, that was 1965. Do you have your 1966 figure yet? 

Mr. BEESON: No, because the fiscal year is not over. 

Mr. URIE: You will have it at the end of the calendar year. 

Mr. BEESON: Yes. : 

Mr. URIE: In addition to the dividend payments made and in addition to 
setting off your income from your investments you also made payments to your 


parent company on an average of $250,000 a year for the various items referred 
to on page 4. 


Mr. BEESON: Yes. 
Mr. URIE: How is that $250,000 arrived at? 
Mr. BEESON: The international people in New York determine the total cost 
of international supervision and the specialists who move around the world over 


the year. Then they take the total cost and divide it up as a percentage of sales 
for all the companies that participate in those services. 


Mr. URIE: So presumably this is in some way related to the sales of those 
individual subsidiary companies; is that right? 
Mr. BEESON: That is right. 


Mr. URIE: There will be a total expenditure for these various items of your 
international division prorated to the various companies on the basis of sales? 
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Mr. BEESON: Yes. The reason for that is, I assume, that the larger companies 
would use more of the services and that the smaller ones would use less. Some of 
the smaller ones do not even have factories. 

Mr. Uris: Is there any way in which they accurately determine the value of 
the services which have been rendered to your company in any one year? 

Mr. Berson: I do not think so. We call them at any time and they are 
available to us. 

Mr. UriE: They are available to you and do you in fact call upon those 
services? 

Mr. BEESON: Oh, yes. 

Mr. UriE: Do they volunteer those services in fact more than you call upon 
them? 

Mr. BEESON: No. 

Mr. URIE: It is possible to determine from your statistics the number of 
occasions upon which you found it necessary to call upon your international 
division for services say in 1965, to determine the value of the services rendered 
to your firm? 

Mr. BEEson: I would think in our firm—I have a record of them—chemical 
engineers, mechanical engineers, computer specialists, yes. 

Mr. UrIE: The idea being that you have $250,000 chargeable as an expense 
item before calculation of profits? 

Co-Chairman Senator CROLL: Subsidiaries? 

Mr. Urie: Mr. Beeson said they had two minor subsidiaries. 

Mr. BEESON: No, there are eight subsidiaries, but they are small Caribbean 
subsidiaries and do not participate in our profit figures in Canada at all. 

Mr. URIE: They had two minor subsidiaries? 

Mr. BEESON: There are eight subsidiaries, but they are small Caribbean 
subsidiaries which do not participate in our business in Canada in any way. 

Mr. URiE: But they do contribute dividend payments to your net income? 

Mr. BEESON: That is right, but they are not included in our profit. The 
figures shown are just for the Canadian company. 

Mr. UriE: Could you give us the figures for those subsidiaries—the dividend 
payments by your subsidiaries to you during the period in question? 

Mr. BEESoN: I do not have them here, because I did not think it made any 
difference to this committee, but I can submit them. 

Mr. Urie: It makes some difference to the overall picture. 

Co-Chairman Senator CROLL: What are the names? You have the names? 

Mr. BEESON: I have the names. 

Co-Chairman Senator CROLL: Let us have them. 

Mr. BEESon: Barbadoes, Costa Rica, Guyana, Jamaica, and Trinidad. 


Mr. UrtE: Those are all wholly-owned subsidiaries of the Canadian company 
Colgate-Palmolive Limited, your Canadian company? 

Mr. BEESON: Yes. 

Mr. URIE: So you will provide us with your sales figure? 

Mr. BEESON: Dividends, yes. 


Mr. Uris: I was interested in looking at your figures, to note that your 
growth sales in the period 1960 to 1965 increased by approximately 12 per cent. 
Your advertising expenses have increased approximately 70 per cent in the same 
period, part of which, if not all of which, was explained by your presentation. I 
was more particularly interested in noting that the cost of advertising—it was 
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not possible for me to determine from the figures that you have given us, 
accurately—the cost of advertising appears to have gone up on an average of 
about 29 per cent. So it means that your overall increase in advertising expendi- 
tures was about 30 per cent. How do you explain that? What is your explanation 
of the difference between the increase in sales being only 12 per cent while the 
approximate cost of advertising has gone up 30 per cent in the same period? 


Mr. BEESon: Part of the problem, and it is a problem, is the fact that a new 
products program did not exist in these earlier years. Additionally, the products 
now in test are not generating the sales which they will generate in 1967 and 
1968, and the advertising expenditure is high in relation to those products, 
because it is a test or regional situation, much out of proportion to what it would 
be on a national basis. 

We have certain products like Baggies, where we are educating the consum- 
er to a new convenience item. There is a heavy expenditure required to make the 
convenience of it known, and it is just growing or building all the time. 


Mr. URIE: What do you estimate that the first three years of a newly 
introduced product costs, in advertising and promotion, over and above what it 
would normally cost after it has been on the market for that three year period? 


Mr. BEESson: It varies. In absolute dollars, it would vary between the 
categories. It would depend on the frequency of use and the volume of the total 
category you are getting into. 

Mr. URIE: That is all I can ask for. 

Mr. BEESON: Generally, we try to have a new product pay back all its 
investment in the second year, so that we can make money in the third year. We 
would lose money in the first year, we would make about that much in the 
second year and in the third year we would make money. 

Mr. URIE: If it does not make it, you obviously take it off the market? 

Mr. BEESON: We do. 


Mr. URIE: On page 19, paragraph 81, you made a significant remark in 
dealing with product innovation, I believe. You said: 
It is only through these testing procedures that we can learn to 
avoid costly mistakes and satisfy Mrs. Consumer... This would appear to 
prove conclusively that advertising alone does not create a market. 


I do not quite follow that statement, in the light of what you have just told us 
with respect to the cost of advertising in the first year of the two or three years 
during which a newly introduced product exists on the market. 


Mr. BEESon: It goes back to what we feel is the basic function of advertising, 
of making the consumer aware of the product being there at all, making her 
aware of the product performance and the efficiency of that product. So the job 
of advertising is not necessarily to create a market but to tell her that this is 
available. When you are starting from the ground at zero it takes more messages 
to acquaint them of this fact. 

Mr. UrRIE: Is not that really an exercise in semantics, as to whether you are 
creating the market by virtue of advertising or whether it is simply acquainting 
her with the attributes of the particular product? 

Mr. BEESON: I may not have made myself clear. We found in our research 
that there was a general need for Baggies and that the women would like to use 
them, so in the test we advertise to show how to use the product, instructional 
advertising. We set about to air these commercials, we make her aware of the 
fact that this product is available. 

Mr. ALLMAND: Mr. Beeson, someone had the impression that new soap prod- 
ucts or cleaners are put on the market from time to time like a new automobile, 
that there is not much difference from one name to another name but there is 
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competition in having two different names. Is it the case that you have to keep 
up with a competitor who comes out with a new name in the soap field, such as 
K-25 and therefore another competitor must come out with another name that 
has an appeal, another sales gimmick. 

There is an allegation that there is not really that much difference in the 
product. Is this true? Are all of these products that much different from one 
another, is there that much distinction between them, or is this competitive sales 
promotion with new names and new gimmicks, which consumers are paying for 
in sales promotion and advertising? This is a question I had put to me by 
consumers and I put it to you. 


Mr. BEEson: I think, honestly and sincerely, that the detergent business is so 
big—women are purchasing probably 18 packages of detergents a year, that she 
would find out very quickly that you had misled her if what you said the product 
had in it or what you told her was not true. The effect of brightness to you may 
not seem important, but if you compare the shirts that your wife washed in 1946 
with the shirts she washes today, you would see a big difference in brightness. To 
aman, that may not seem important, but it is to a woman. 


Mr. ALLMAND: So your answer is that there is a real distinction in every one 
of these? 


Mr. Brezson: I honestly believe there is a reason for the new products 
brought out by our industry. 


Mr. ANDRAS: As a supplementary, do you know of any instance where the 
sales of a particular product started to fall over a period of time, so that you are 
required to make a decision to do something about it. Do you know cases in the 
business—not necessarily in Colgate but in any of the companies—where compa- 
nies have taken some product, changed the name and brought out the same 
product under another name, without any substantial change of the ingredients 
or the quality? 

Mr. BEESON: No. There are instances where you have a product, where sales 
are falling. Then you revitalize it by improving the product and then re-adver- 
tise and re-introduce and improve sales. I do not know of any cases where a 
known product has failed, the name changed to something else and the product 
re-introduced successfully. 


Mr. ALLMAND: On Schedule 9, toilet soaps, I see you sell it in weights of 
grams. Why do you do this, when everything else is in ounces and pounds? 


Mr. BEESON: We included toilet soaps there because Dr. James asked for all 
the household items. We do not mark weights on toilet soap. The reason we use 
grams in manufacture is because that is more accurate than ounces. The reason 
we do not mark toilet soap weights is because when toilet soap is made it is 
doughy and very malleable and must be forced through machines called plodders 
and stamped. As it ages or dries it loses the moisture in it at the time of 
manufacture. If you take a soap which has a high moisture content in it, six 
months from then it will be a lot lighter. There will be no less soap but there will 
be less water. The soap will still have the same value. If we marked the toilet 
soaps with the weight it would be misleading and confusing, because the weight 
changes with age. 


Mr. ALLMAND: That is to say, the grams you have on that table was given 
more or less for our own information? 

Mr. BEESON: They go by “regular” and “‘bath” in the stores and are compa- 
rable across the industry in size. 

Mr. ALLMAND: On Schedule 3, I notice that your total wage bill for 1960 to 
1966 is down and also that the percentage of expense is down. Is this due to 
automation? 
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Mr. BEESON: Yes. 

Mr. ALLMAND: In spite of the fact that your wage rates are going up, your 
total wage cost is down in 1966. 

Mr. BEESON: Yes. 

Mr. ALLMAND: Would that be picked up in the third item? I presume that 
the word “margin” means factory overhead margin. Is that correct? I am 
referring to Schedule 3; you have “salaries and wages” and “factory overhead”, 
and underneath that you have the word “margin” indented. Now, I notice that 
margin has gone up from 23.7 per cent to 28.4 per cent, or from a little over $7 
million to a little over $9 million. 

Mr. BEESON: That is what is left when you take the expenses shown on 
Schedule 3 above the “margin” line from Sales. 


Mr. ALLMAND: I see. 


Mr. BEESON: You have the margin left, and then you deduct the selling, 
administrative and advertising expenses and you get your profit before taxes; 
then you get your taxes and profit after taxes. 


Mr. ALLMAND: If your wage bill has gone down that amount despite increas- 
ing wage costs, what would be your labour force in 1966 compared to that of 
1960? 

Mr. BEESON: That is a tough one, because currently we are running 24 hours 
a day and in most cases seven days a week. But, just from memory, over the 
years we have gone from approximately 1,100 people in the company to 800 
currently. 


Mr. ALLMAND: I see. I have one further question. On page 24 you state that 
some of your products are more expensive in Canada than in the United States 
because packaging materials are more expensive in Canada owing to the fact 
that they are not available in Canada. 


Mr. BEESON: That is right. 


Mr. ALLMAND: This is surprising, because we produce so much paper and 
cardboard. What packaging materials would have to be imported? 


Mr. BEESON: We do not use any imported packaging material, but the paper, 
for example, that the cigarette people use, or their cardboard, is pure sulphite. It 
is very strong board and a lighter gauge of it will give the same strength in the 
package as a heavier gauge of some other type of board. This is terribly 
expensive in Canada, though, because it is produced in the United States. 
Another example is silex. I do not have a sample of that here, but it is the basic 
ingredient in the container for Ajax Cleanser. Again it is not available in 
Canada. The United States company pays $9.60 a ton for silex. We pay $16.46 a 
ton because it has to be brought in to Canada from the United States and there 
are freight charges and duty charges on it. 

Mr. ALLMAND: Do you know if the raw materials for these products origi- 
nally come from Canada, go the United States to be processed and then come 
back here as the finished product? 


Mr. BEESON: I do not think silex does. It comes from the midwest some 
place. 


_ But I have here several examples that I would like to show you. I did this 
primarily because I knew you were interested in this aspect of the business. We, 
therefore, spent some time preparing figures. For example, for Fab and Ajax 
Detergent cartons the United States company pays $17.24 a thousand and they 
order two million at a time. In Canada we pay $25.60 a thousand and we order in 
three hundred thousand lots. Our smaller market accounts for the difference. 


Mr. ALLMAND: You cannot get those boxes in Canada? 
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Mr. BEESON: Yes. We pay more for these. We pay $25.80 in Canada, whereas 
in the United States they pay $17.24 for the same box per thousand. Again, we 
pay $5.52 per thousand for soap wrappers using foil, and in the United States 
they pay $3.12 for the same wrappers. 

Generally, I went through everything that we use in terms of raw materials 
and corrugated boxes et cetera, and I came up with about a 10 to 20 per cent 
differential that we pay on our raw packaging materials over what our company 
pays in the United States. I then compared our prices with a United States price 
list. From that I worked it down on a cost per ounce basis for our principal 
products and compared those with our own prices; and on Ajax heavy duty— 
this product which I am holding in my hand—it varies across the different 
sizes, but, generally, we are about 10 per cent above the price in the United 
States. 

Co-Chairman Senator CROLL: Just while you are on the subject of Ajax, 
what is the five-pound retail price in the United States? 

Mr. BEESON: I do not have retail prices. 

Co-Chairman Senator CROLL: Do you have the retail price for the two- 
pound package? 

Mr. Berson: I do not have any retail prices at all. I have our price to the 
trade in the United States and our price in Canada to the trade. I compared 
those. 

Mr. ALLMAND: What paper box company do you buy those boxes from? 

Mr. BEESON: We buy from several different companies. I do not know which 
companys we buy these from. 

Mr. ALLMAND: Fine. With respect to your ‘‘cents off’? policy which you refer 
to in your brief at page 26, do you have that printed right on the package? 

Mr. BEESON: Yes. 

Mr. ALLMAND: For example, on the box you have beside you there is marked 
“8 off’’, I believe. 

Mr. BEESON: Yes. 

Mr. ALLMAND: How does the consumer know that that eight cents is off a 
standard price, or is this just a sales gmimick? 

Mr. BEESON: As far as we are concerned it is not a sales gimmick. We have 
tested a lot of different kinds of promotions, and, generally, the price-offs are 
the most effective. 

Mr. ALLMAND: That may be so, but I am asking if in fact the eight cents is 
off a standard price. If so, what is that standard price and how does the consumer 
know she is getting eight cents off a standard price? We have heard allegations 
that the eight cents off becomes the standard price and it is just a gimmick to 
sell things. . 


Mr. BEESON: I do not think that happens in our business. 


Co-Chairman Senator CROLL: The price on this box is 46 cents, and it is 
marked eight cents off. That means that the consumer pays eight cents less than 
46 cents? 


Mr. BrEESon: It depends on the store in which you are shopping, but I 
suggest that this probably means that the standard price was 54 cents. 


Co-Chairman Senator CROLL: That is what Mr. Allmand is getting at. It is 
confusing. I am not a shopper, but, for example, if I were to go into a store and 
see that box marked 46 cents and then notice that it was marked eight cents off, I 
would expect to get eight cents off the 46. I can add and I would want my eight 
cents off. Yet you say that that is not so. 
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Mr. BEESON: Yes. In the stores across Canada that I have checked, generally, 
where it is marked eight cents off, the standard price would be marked on the 
shelf strip. Usually that would be, say, 54 cents. The consumer then sees that the 
box is marked 46 cents and she knows that it is eight cents off 54. 


Co-Chairman Senator CROLL: That does not appear on any of these items we 
have before us, which we have been able to handle. 


Mr. BEEson: No. I was referring to the shelf strips in the stores. 
Co-Chairman Senator CROLL: Oh, I see. 


Mr. ALLMAND: This is off the retail price. I see at page 24 that you say you 
go around to the different stores checking on retail prices all the time. You also 
say that the retail price, if it is too high will affect your sales. That is obvious. Do 
you have any control over retail prices? 


Mr. BEESon: No. It is illegal to maintain retail prices. No, we do not have 
any control. The stores have a price book which they publish at regular intervals,, 
and the price contained in that book is what they are to sell the product at. The 
managers of these stores get their instructions from the head office. 

Mr. ALLMAND: You say in your brief that some retail stores sell your 
products at a high price; that, despite your prices on packages, they are being 
sold high, and, as a result you are not selling as much as you would like. What do 
you do with respect to such retailers? Do you go to see them? 

Mr. BrEson: There is not much that we can do, but I am sure that the other 
retailers in direct competition with them would find out, because retailers have 
men going to their various competitors to check on each other, and, where one 
store has Fab or Ajax at a price disadvantage, the others will do something 
about it, because they are just as anxious as we are to see the consumer satisfied. 
I think they would get their prices into line. 

Senator O’LEARY (Antigonish-Guysborough): Mr. Beeson, of the total world 
sales of Palmolive, your company in Canada does about 4 per cent. In other 
words, of 862 million your company is doing approximately 34 million. 

Mr. BEESON: Yes. 

Senator O’LEARY (Antigonish-Guysborough): I presume that the major 
portion of this 862 million is in the United States. Is that right? 

Mr. BEESON: I do not really know. The estimate is not broken out that way. 
Perhaps I can find it for you. Yes. Last year the subsidiaries overseas, other than 
domestic, did $462 million. Therefore, the balance would have had to be done in 
the United States. 

Senator O’LEary (Antigonish-Guysborough): Approximately what percent- 
age of the total Canadian sales of products similar to yours do you feel that you 
have? What percentage of the Canadian market in similar products do you feel 
that your company has in Canada? 

Mr. BEESON: That information is on Schedule 2. We have shown the market 
shares for each of the categories of our major products. The heavy duty powder 
would be the laundry products. Is that what you mean? 


Senator O’LEARY (Antigonish-Guysborough): Yes. Well, what does it all 
work out to? 


Mr. BEESON: This is a percentage. We have 16 per cent of the total pow- 
dered detergent market in Canada. We do it with brands like Ajax, Fab, ABC 
and Encore. On light duty liquid products, such as Vel Lotion, we have 8 per 
cent of the total business being done in Canada. These are Canadian figures. 

Senator O’LEARY (Antigonish-Guysborough): All right. 

Co-Chairman Senator CroLL: You have told us that you keep track pretty 
well on what your competitors are doing. Is it fair to say that Colgate’s, Procter 
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and Gamble and Lever Brothers have 90 per cent of the domestic detergent and 
soap business in Canada? 


Senator O’LEaRY (Antigonish-Guysborough): This is what I was seeking. 

Mr. BEEson: I think 90 per cent is too high, senator. 

Co-Chairman Senator CROLL: All right, what do you think is not too high? 

Mr. BEESON: The reason I am having a problem with the figure is that the 
brands we measure, the major brands, of the three companies, would amount to 
85 per cent of the total business, but we do not measure the regional brands and 
private label, so we have to reduce the total market by that amount, so it is not 
fair to say it is 85 per cent of the total market because we do not measure that 
part. I suppose a good guess would be 70 to 75 per cent. That is just a guess. 

Co-Chairman Senator CRoLL: Mine was not so much a guess, but I am 
prepared to take yours, since you do not agree. 

Senator O’LEaRY (Antigonish-Guysborough): My next question has to do 
with your explanation on page 24, the last paragraph, comparing the cost of 
these products in Canada versus the United States. You state there, for example, 
that in 1965 your net profit margin before taxes was 3.1 per cent as against your 
parent company’s 3.3 per cent of sales. Now, what would the American figure be 
before taxes? 

Mr. BEESon: That is not available to me. 


Senator O’LEaARY (Antigonish-Guysborough): Why do some of your custom- 
ers, in your opinion, ask you to accumulate their cash volume discounts? 


Mr. BEESON: I am pretty sure the reason is because they have different 
departments, a merchandising department as opposed to a purchasing depart- 
ment, and they have to operate within a departmental budget, so that this money 
can be accumulated and sent into the merchandising area. There is no problem 
with it, as far as we are concerned. 


Senator O’LEARY (Antigonish-Guysborough): You would not suspect for a 
moment that they would not want to pass the discount on to the consumer? 


Mr. BEESON: No, because you set up your promotions ahead of time and 
these moneys are channelled in through the merchandising manager, and our 
salesman knows about it and so does the merchandising manager. 


Senator O’LEARY (Antigonish-Guysborough): It is entirely upon a request 
from them that this is done? 


Mr. BEESON: Yes. 

Senator O’LEARY (Antigonish-Guysborough): They do not, in return, ask 
you for any interest on these accumulated funds? 

Mr. BEEsSon: No, we do not keep them that long. 


Senator O’LEARY (Antigonish-Guysborough): I am interested in Encore 
here. How long has this been on the market? 


Mr. BEESon: About five years. 


Senator O’LEARY (Antigonish-Guysborough): Do you have another product 
in the five-pound bag? 


Mr. BEESon: No. 


Senator O'LEARY (Antigonish-Guysborough): You used to have one with 
large letters on the bag, 99 per cent pure soap. 


Mr. BEESon: I do not think that was ours. 


Senator O’LEARY (Antigonish-Guysborough): You had another one in addi- 
tion to this that was available in the Maritimes as recently as three years ago, 
soap flakes. 


Mr. BEESon: Not ours. 
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Senator O’LEARY (Antigonish-Guysborough): Then I will send you a sample 
of a bag. 

Co-Chairman Senator CRoLL: I do not like asking you this question, but 
would you, as president of the company, say you do not know what that sells for 
in the retail store? 

Mr. BEESon: I have a recap of retail prices which I had done for me by the 
salesmen in Toronto and one price recap from Montreal. 

Co-Chairman Senator CROLL: All right, give me the Toronto and the Mont- 
real price. 

Mr. BEESON: On what product? 

Co-Chairman Senator CROLL: On that bag. 

Mr. BEESON: On Encore? 

Co-Chairman Senator CROLL: Yes. 

Mr. BEESON: It does not sell very well in the east; where they do not take 
too well to Encore. $1.39, I think. 

Co-Chairman Senator CROLL: That is right, $1.39. 

Mr. BEESON: That is what it says on here. (Indicating Encore bag on 
exhibit.) 

Co-Chairman Senator CROLL: Is that your figure on Encore. 

Mr. Berson: I do not have a figure on Encore. They did not take Encore. 

Senator O’LEaRY (Antigonish-Guysborough): This is a heavy-duty deter- 
gent. Do you consider it a good economical buy? 

Mr. BEESON: Yes, it is a good buy. 

Senator O’LEARY (Antigonish-Guysborough) : How is it going in relation to 
your packaged items? 

Mr. BEESON: Not very well. 

Senator O’LEARY (Antigonish-Guysborough): I wonder why? 

Mr. BEESON: It sells fairly well in the west, but not very well in the east. I 
think it is because not that many women are interested in buying something that 
is inexpensive and not that easy to use. These cartons are very easy to poke a 
hole in the side of and pour it out of, but this (Encore) sells for less because it 
is not in a box. 

Senator O’LEARY (Antigonish-Guysborough): Would you say you put the 
same effort into the advertising promotion of that item as the others? 

Mr. BEESON: One of the worst things I have done in the last two years was to 
undertake a heavy promotion, advertising and sales effort test behind Encore in 
the west, and it went nowhere. 

Mr. Scott (Danforth): Mr. Beeson, I want to explore with you for a few 
moments three of the main complaints we have from consumers. The first is the 
sizing of your products. The second is what I think are gimmicks to sell them. 
And the third is the common complaint of the good old Canadian air that is in 
your detergent boxes. 


ray 2 Co-Chairman Senator Crotu: Mr. Scott, would you raise your voice, because 
it is hard to hear you up here. 


Mr. Scott (Danforth): Yes, Mr. Chairman, but I am sure I will raise it ina 
moment, anyway. 


Mr. Beeson, let us take toothpaste. I went into the Dominion store and your 
toothpaste, the 238-gram size, was selling for $1.33, the 162-gram for $1.09, the 
82-gram for 63 cents and the 44-cram for 39 cents. First of all, you need a 
magnifying glass to find the grams on the box, but this is the pricing. Housewives 
have complained to us that they just cannot afford the time or do not have a 
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calculating machine to sit down to try and figure out comparable figures. I did it 
this morning and it took me nearly 20 minutes, and I am a bad mathematician. 
Even then I am not sure of my figures. Why cannot you put out toothpaste which 
is the same commodity in containers that give the housewife some meaningful 
way of comparing dollars? 


Mr. BEESON: No. 1, we are changing to ounces, and we sent that order out 
nine months ago at least, and as these plates wear out and are being replaced we 
are converting to ounces. That is itself will be easy. I suppose that grams is 
something we have grown up with, but we are changing to ounces on all tubes of 
toothpaste. 

On the question of size, there again, the small one—which is called 
“large’’—used to be the largest size available, and it was a certain size, and you 
have millions of tubes and cartons out there. As our society began to develop and 
became more affluent and had more money to spend and larger families, we 
brought out a bigger size, the giant size. This size was five ounces with savings on 
cost per ounce, and this is the sort of thing that has grown up over the years. 

Actually, all the major manufacturers of dentifrice have standardized and 
weights are comparable across the different competitive brands, so that if Col- 
gate Dental Cream is selling for $1.33 and Pepsodent for $1.33 they are compara- 
ble in the same size. 

Mr. Scott (Danforth): You are ducking my question. I am not concerned 
with comparable sizes between different manufacturers’ products, but with the 
housewife going into a store and trying to decide which Colgate toothpaste is the 
best buy. You have not answered me as to why you cannot put your stuff out in 
terms the housewife can calculate. For example, 238 grams and then 162 grams, 
that is crazy. 

Mr. BEESON: But we are changing to ounces. 

Mr. Scott (Danforth): Are you going to change into ounces where multi- 
plication can take effect or have 1.4 ounces, 2.10 ounces? There is no meaningful 
way of comparing them. 

Mr. BEESON: It will be the translation of grams back into ounces, because of 
the standardization across the whole line of tubes you have and the machines 
you have. 

Mr. Scott (Danforth): Would you be prepared to undertake to lead the way 
in this field and put out your products, for example, in 200 grams, 100 grams, 50 
grams—something that can be easily multiplied in the housewife’s mind? 

Mr. BEESON: We would certainly look at it. 

Mr. Scott (Danforth): This is a hopeless mess. Is there any reason you 
could not do it? 

Mr. BEESON: I do not know. I will have to talk to the engineering people on 
the tube filling machines and the high speed cartoners that fill the cartons. There 
is a lot involved. 

Mr. Scott (Danforth): We have raised this before and we have never got 
an answer from your industry. It leaves us with the strong presumption that 
that is nothing but a gimmick to confuse the housewife. 

Mr. BEESON: I have not done a cost per ounce analysis across the sizes of 
Colgate dental cream for several years, but as I remember it the large sizes 
always constitute a savings to the consumer over the small sizes. 


Mr. Scott (Danforth): That is a statement you made, but there is no way 
by which the housewife can verify it. Will you undertake to make a study of it? 


Mr. BEESON: I certainly will. 


Mr. Scott (Danforth): My next point is in respect to gimmicks in 
packaging. This morning I went out and bought five bars of your good old 
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family soap, and they had a face cloth with them. How much would the face 
cloth cost? 

Mr. Berson: I do not know, I will guess that the face cloth cost about a 
nickel. 

Mr. Scotr (Danforth): They, you sell three bars at 41 cents, which works 
out to 13.6 cents a bar. The five bars with the face cloth cost 15.6 cents a bar. 
So, you are making ten cents more on this package. What you are really doing 
is using a gimmick to make more money—that is, unless, there is some big 
difference in the soap. 

Mr. BEEson: I do not know what you have got there. 

Mr. Scott (Danforth): These three bars are called Mild Palmolive Gold 
Anti-bacterial Deodorant Soap. 

Mr. BEESON: Yes, three bars at 6 cents off. 

Mr. Scott (Danforth): I paid 41 cents for them. There is no way of telling 
whether it is six cents off. I paid 41 cents for the three bars. Then, I bought five 
bars of New Palmolive White enriched with olive oil and the package says 
“Special offer: Free face cloth”, and I paid 78 cents for them. 

Mr. BEESON: Yes. 

Mr. Scotr (Danforth): And then there is this flimsy piece of dish rag, 
or face cloth, attached. This is what the housewife complains about. The three 
bars at 41 cents work out to 13.6 cents a bar, while the five bars at 78 cents work 
out to 15.6 cents a bar. So, you make 10 cents more, and yet you say it costs 
you only a nickel for the face cloth. 

Mr. BEESON: I do not make 10 cents more. In the first place, I did not set the 
retail price. 

Mr. Scott (Danforth): What I am suggesting is that that is nothing but 
a gimmick for gouging the housewife. 

Mr. Beeson: I said earlier that cents off offers are more successful than any 
other kind of incentive, but as a change of pace from time to time you bring in 
these premiums. You could not buy that face cloth for a nickel in a retail store, 
or even a dime, or whatever is the extra amount there. That is one reason why 
we use price-offs more often than we use package premiums. 


Mr. Scort (Danforth): Of course, they are successful, but they are 
absolutely meaningless to the housewife. For example, I bought a package 
of your Fab this morning. On the package it says 40 cents off. I paid $1.43. I 
tore off the label and underneath was another label saying $1.35. They did not 
even have the courtesy to take the other price off before they put the new 
one on. 40 cents off looks delightful, but one does not know what it is off. 
One has no idea of what the standard price is. I know that a 40 cents off deal 
is successful, but I suggest to you that it is nothing more than a miserable 
gimmick to promote sales, and it has no meaning to the housewife. What is 
your comment on that? 

Mr. Berson: A price check I made just recently on king sizes—this was on 
November 21-— 


Co-Chairman Senator CROLL: King sizes of what? 


Mr. BEESON: Heavy duty detergents. It showed that across the board all 


brands of king sizes were selling at $1.83, and Fab was selling for $1.43, which is 
40 cents off. 


Mr. Scott: How does the housewife know that? It almost requires the 
exercise geometry to go into a supermarket and try to find out what the original 


price might have been, or what the five cents, or whatever it is, was off. Is there 


nothing your industry can do to make your prices— 
Mr. SMITH: —intelligible. 


CONSUMER CREDIT 1623 


Mr. Scott: Yes. You get more bad publicity or ill will from the housewife 
because of this kind of thing than from any other. Is there no way by which you 
can undertake some kind of a study in order to come up with a pricing system 
that means something? 


Mr. BEESON: This Fab has a specially reduced price in the price spot. Does 
the package you have show that? 


Mr. Scott: This has two prices on it, one over the other. The price was $1.35 
and then they jacked it up to $1.43. I do not know. They stuck another label on 
top. 

Co-Chairman Senator CROLL: They probably saw you coming. 

Mr. SALTSMAN: They see everybody coming. 


Mr. Scott: Could you undertake some study? Could you undertake to do 
some investigating in this general area? 


Mr. BEESON: Yes. I do not know really what we can do because this is in the 
retail area, but there may be some way of marking a 40 cents off package. 


Mr. Scott: Yes, so that the housewife knows what the 40 cents is coming off. 


Mr. BEESON: I really do not know how we can do that because we do not set 
the retail price. It would be complicated for the retailer. He would have to have 
a longer price sticker showing the regular price of $1.83, and then less 40 cents, 
and a net price of $1.43. 


Co-Chairman Senator CRoLu: Gillette does it. They show the price of their 
razor and the price you have to pay. I know what it means. 


Mr. SMITH: The retailers have told us, as you no doubt know, that they do 
not like this particular system because it causes bad will with their customers 
who do not understand what price the amount is off. 


Mr. BEESON: Let us look at it. It would have to be in the way of a banner or 
a price sticker on the shelf, or by way of some sort of marking on the carton 
itself, saying that the price on this box includes the 40 cents off. It would have to 
be something like that. 


Mr. Scott: That is why I say it is nothing more than a gimmick which sells 
your product, but— 


Mr. BEESON: It definitely is a price reduction to the consumer, and if that 
sells more goods then that is a successful promotion. 


Mr. Scott (Danforth): Other testimony before this committee bears out 
what you say, so I will leave it. Now, this is a box of Fab. I took it off the 
shelf. I know that it has been in transit and in a warehouse. However, I shook 
it up and down and got it nice and loose, and when I opened the box I found 
it a third empty. 

Co-Chairman Senator CROLL: What is the weight of that? I think it says it is 
five pounds. 

Mr. Scott (Danforth): Yes. The box is a third empty now. This is a 
common complaint. What is your explanation? 


Mr. BEESON: When that is filled in the factory the detergent goes in to just 
barely below the top of that carton. It is filled just enough for the electric eyes, 
and so that the air jets that blow off the empty packages will not blow detergent 
upon the top flaps which are there for glueing. The cartons are filled as much as 
it is possible to fill them. In the journey from Toronto by truck to the warehouse 
here, and in the handling from the warehouse to the retailer’s shelf—the deter- 
gent is made up of little hollow beads, and they become crushed and settle down 
on top of one another. The detergent also picks up moisture. It is like the cereal 
products. The density of the product in that package is much greater than it was 
when it was packed. It is now taking up less space, but there is five pounds in 
that box. 
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Mr. Scort (Danforth): You can see the problem a housewife faces when 
she opens a box and finds that half the contents are air? 

Mr. BEESON: That is the nature of the product. 

Mr. Scotr (Danforth): Is there no way of ensuring that the box is full 
when the consumer buys it? 

Mr. BEESON: That would create tremendous problems in the factory. We run 
24,000 pounds of detergent through our tower in an hour. The product is super 
dried and the king size machine will take all that that detergent tower will turn 
out. You would have to set the packages down somewhere unglued, and if you 
did that they would get full of dirt. There would be huge costs involved. 

Mr. Scort (Danforth): You say that there is no way of packaging this 
stuff so that the package is full when the housewife opens it? 


Mr. BEESon: Not to the best of my knowledge, no sir. 


Mr. Scotr (Danforth): Could you give us an explanation of the differential 
between the wage rates of the male and female employees? I refer you to 
schedule 4 where you show the hourly-paid rates for male and female 
employees. In each category in every year there is a very substantial 
differential. I am wondering why that is so. 


Mr. Berson: The girls perform very light duty tasks, and the men are 
generally—well, you have your skilled men in here too—the plumbers, electri- 
cians, mechanics and machine operators. The girls are performing light duty 
tasks. 


Mr. Scott (Danforth): In the case of where they are performing similar 
work are they paid similar rates? 

Mr. BEESON: I do not think the girls are ever doing the same work the men 
are doing. 

Co-Chairman Mr. BASForD: My questions are along the line of Mr. Scott’s. 
We have had manufacturers before us who have said that they have discontinued 
the use of cents off selling or merchandising because it is impossible to get away 
from confusion as to what the regular price is. I take it that you say that that is 
not correct? 


Mr. BEESON: We have not found it to be the case in our products, no, sir. 


Co-Chairman Mr. Basrorp: Like Mr. Scott, I did some shopping also, and 
this refers to toothpaste. I will give seven examples, one of which is the small 
one, a giant one, one of which indicates the regular price at 69 cents and a sug- 
gested retail price of 63 cents and three which are all the same size, one of 
which shows a regular price of $1.19, a special price of $1.07, or 12 cents off, an- 
other with the regular price of $1.19, with a special price of $1.09, which is 10 
cents; and another which has no markings at all. 


Mr. BEESON: That would be $1.19 then. 


Co-Chairman Mr. BAsrorp: And another which shows a regular price of 
$1.49, a special price of $1.33, and the same, a box, which had a regular price of 
$1.49, and a special price of $1.29. Now, first of all, which is the best buy? 


Mr. BEESON: The best buy is the $1.29 super size. 


Co-Chairman Mr. BASFoRD: In support of the contention that it is impossible 
to maintain in these cents off deals, what the regular price is, this toothpaste 
was all bought in the same store at the same time. I have not worked this out 
mathematically, but the two packages that were listed at a special price of $1.19 
were actually sold for 99 cents. This was a corner drug store, not a supermarket 
ora discount store, or anywhere else. That is 20 cents less than what you call the 
regular price. The one that was marked with a special price of 63 cents was sold 
for 60 cents. This seems to me beyond a shadow of doubt that the regular price 
marked on there of $1.49 has really no relevance at all. 
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Mr. BEESON: I agree with you, in that store, where he is obviously discount- 
ing; but that situation you found in that store should not exist because the price 
offs on a particular size are sold for a limited period of time, and then you go 
back to straight stock, which has the word “confirmed” there in the middle, and 
then you will probably come out with another size or a different kind of 
promotion. You should not have, at least it it is our objective that you would not 
have, different kinds of deals on the same size of a product in a store at the same 
time. I agree with you. 

Co-Chairman Mr. BAsrorp: But that surely confirms the whole objection to 
cents off markings. In another way, here is a store that is carrying all these 
different sized packages all marked at different prices, and I suggest that these 
happened to be all bought at the same time and that the girl was terribly 
confused when she saw the different prices on them and so charged me the least. 
So I suggest that if somebody had taken in the “confirmed” package which has a 
price on the package of $1.09, they would have paid $1.09, rather than 99 cents, 
which is what I did. 

Mr. SMITH: Which one is the $1.09? 

Mr. BEESON: Straight stock, ‘confirmed’ carton. 

Co-Chairman Mr. BASForD: I bought it at a drug store for 99 cents. 


Mr. BEESON: That situation should not have happened. We try only to have 
one particular offer on a particular size at any one time on the grocery shelves so 
that does not happen. That is a particular case that you do not see very often, 
and I am sorry you found it, as a matter of fact. 

Co-Chairman Mr. BAsForp: This is a leading drug store in Ottawa. 

Mr. BEESON: I can’t understand how he got it, because some of those deals 
are old deals obviously, and they change from time to time. Sometimes these sort 
of deals occur some time apart. 

Mr. UriE: How often do you change the deals? 


Mr. BEESON: It really depends on what we are trying to do with a product. 
With deals on Colgate Cream, my objective, anyway, is to have a deal only for 
two months, and then you get interest from the consumer, and you would sell 
about two months stock, in one month at the special, and then go back again to 
straight stock. 

Mr. URIE: How long do you leave it on? 


Mr. BEESON: Until you see a softening of the market share, and then you 
would change. 

Co-Chairman Senator CRroLL: Do you find this confusing (indicates exhibit) ? 

Mr. BEESON: Yes; that should not happen. 

Co-Chairman Senator CROLL: But it is confusing, is it not? 

Mr. BEESON: Yes, it is. 

Co-Chairman Senator CROLL: If the president finds it confusing, what to you 
think the consumer finds it? 

Mr. BEESON: I would have to agree with Mr. Basford that that situation in 
that single store would be confusing and we certainly don’t like it that way. 

Co-Chairman Mr. Basrorp: Let me ask you this about the two super sizes. 
There were no other super sizes available, and one is specialed at $1.33 and 
another at $1.29. What happened to the regular size? 

Mr. BEESON: Obviously he just had those two specials. One is an older 
Special than the others, I know that. I don’t know when they were sold, I could 
look it up, but I am sure they were apart at the time they were offered. He may 
have bought a big supply because it was a good special. They do that sometimes 
for Thanksgiving weekend, or “Bay Day” sales ; they hold it and bring it out may 


be months after we have sold it to them. 
25231—33 


1626 JOINT COMMITTEE 


Co-Chairman Mr. Basrorp: The other one—I don’t know what size you call 
ii 

Mr. BEESON: Sixty-three cents. 

Co-Chairman Mr. BasForD: The regular price is 69 cents and specialed at 63 
cents, and yet he sells it for 60 cents, which would indicate that your special is 
not such a special after all. 

Mr. BEESON: He is obviously discounting it, which is good for the consumer, 
even more than the price off that we gave him. 

Co-Chairman Mr. BASFORD: Which would indicate to me that this special off 
does not really mean anything. If the price off is so meaningful it would be very 
difficult for him to go under it, I would think. 

Mr. BEESON: Well, you have gone to a store where obviously he is doing a 
good discounting job to attract consumers from other stores, but generally in 
Ottawa that product would have been for sale at 63 cents at that time, and the 
price would have been marked 63 cents. Generally there are not that many 
discounters around here. 

Co-Chairman Mr. BasrorpD: But this is not a discount store. 

Mr. BreEson: No, but there are not many in the Ottawa area who would 
discount a product like Colgate Dental Cream. They normally sell it at full 
market. 

Co-Chairman Mr. Basrorp: Like Mr. Scott’s example, I think it confirms 
what some of the manufacturers have said to us, that the cents off are confusing, 
expensive to the retailer, confusing to the market, in that it is absolutely 
impossible to maintain what in fact the regular price is. It was impossible to buy 
one at the regular price, which as I say indicates to me that the regular price 
mark on the package is meaningless. 

Mr. BEeESon: Obviously this store does not have the regular price. It has 
specials on it from time to time. 

Co-Chairman Mr. Basrorp: Why do you, with toothpaste, have a regular 
price marked on it but not on the special detergent packages? 

Mr. BEESoNn: Because toothpaste does not follow like detergents do across 
the country. Detergent products, because of their weight, vary tremendously in 
price from the Maritimes to Vancouver, but toothpaste is basically the same price 
across the country, and it is easier to mark at the going regular price. 

Co-Chairman Mr. BasFrorpD: It seems to me that this verges very closely to 
the Combines Act, when something is marked at the regular value of $1.19 and it 
is impossible to buy it at $1.19 in fact, you get it for 99 cents. | 

Mr. BEEsSon: That is in that one store. You can go to another store and buy it 
at $1.19—in many stores, I am sure. 

Co-Chairman Mr. BasrorbD: Thank you. 

Mr. O’KEEFE: Mr. Chairman, I have a short supplementary question in 
connection with the couponing of some of the products. You allow 10 cents a _ 
coupon? 

Mr. BEESON: Yes. 

Mr. O’KEEFE: You also allow the retailer an additional charge of two cents? 


Mr. BEESON: Right. 


Mr. O’KEEFE: In effect, when you take off 40 cents you take off more from 
the retailer? 


Mr. BEESON: No, just the 40 cents. 
Mr. O’KEEFE: So you allow an extra profit on the 40 cents difference. 
Mr. BEESON: No, he just gets the full 40 cents on the price we charge. 
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Mr. O’KEEFE: Does that apply all the way down the line on the cents off 
prices? 

Mr. BEESON: Yes. ; 

Mrs. MacInnis: I was going to ask Mr. Beeson whether he still stands by his 
statement on page 22: “This assumption calls for a further equally false assump- 
tion that the consumer is confused by the variety of sizes presented for her 
consideration.”’ Do you still stand by this, after listening to these many consum- 
ers? 

Mr. BEESON: Yes, madam. 

Mrs. MAcINNIS: Then let me ask you one or two questions. Why is it that 
toothpaste is marked in grams and tooth powder is marked in ounces? 

Mr. BEESON: It is part of the whole mix-up that I explained a minute ago. A 
lot of these items in that area were marked in grams and I have asked that that 
be changed to ounces. It may be that the plates on the Colgate tooth powder cans 
were ready for changing before the plates for the cartons for dentifrice were 
ready for refurbishing. 

Mrs. MAcINNIS: When you are making them in ounces, will you keep to 
ounces, instead of half ounces and three-quarters? This is the real complaint the 
consumers have. They go into a shop with little children and are trying to do 
their shopping and they just have not got time or the capacity to make this 
comparison. Will you understand the value of getting the thing marked in clear 
simple ways? 

Mr. BEESON: I do hear you, but, as I said before, we are translating the 
grams back into ounces and they probably will come out in odd ounces. If I 
remember, one size is five ounces, another is 3.7 and another is 1.75 ounces. 

Mrs. MAcINNIS: As long as they are that way, you are going to have 
complaints from women. 

Mr. BEESON: The reason they are that way is that the machinery, which 
costs thousands of dollars for printing and filling these tubes and cartons is 
high-speed machinery. I will look at it and talk to our engineers about it. 

Mrs. MacInnis: There will be a great deal of dissatisfaction until this is done 
in clear sizes. The other point is that some of those buying the products are 
confused. I wonder whether you could tell us the difference between ABC and 
Encore, to begin with, or ABC and Ajax. Is there a real difference? 

Mr. BEESON: Yes, between those two products? 

Mrs. MacInnis: I do not mean size, I mean what is in them? 

Mr. Beeson: Yes. Ajax has Ultramarine blue in it, which you use with 
white clothes or coloured clothes to make them brighter. ABC does not have 
Ultramarine blue, although the product is blue. Ajax has more brightening 
agents than Encore. 

Mrs. MacInnis: ABC has more brightening than Encore? 


Mr. BEESON: No, Ajax. 

Mrs. MacInnis: On page 6, you say: “First of all, we have found Mrs. 
Consumer to be competent, able, and most aware of her needs in the market 
place.” You also have said that your firm started in 1806. Presumably between 
1806 and now you should have been able to build up a reputation for quality, and 
presumably your share of the market show that you have built up that name. 
What would happen if you were to take a simple package, without all these 
“come-ons” and gimmicks, and simply advertise quality at the lowest price 
consistent with cost. 

Mr. BEESON: That is this product, ABC. 


Mrs. MAcINNIS: Why do you have a 30 cents off policy there, and 12 cents in 
the other case? 
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Mr. Brrson: This product ABC has no “cents off”. It sells at this price 
(indicates). 

Mrs. MacInnis: I am talking about the whole range. You have admitted 
under questioning that there is no way in which you can enforce the cents off to 
the consumer. Therefore, when you are putting out that product you know 
perfectly well. While your intentions may be good, the road to the hot place is 
paved with good intentions. This is what the women think. Would it not be 
better to cut out this advertising of all “brightness” and “‘whiteness’’, and make 
the cheapest product consistent with cost? What would happen as far as sales go, 
if you did that? 

Mr. BrEson: I tried it with Encore in the west and lost $60,000, and stopped 
the test. 

Mrs. MacInnis: You were doing that in competition with products in other 
regions. The women across Canada like to think they are able and competent and 
aware of their needs, but they are not treated that way by your company or 
other companies. They are treated like children. I am wondering what would 
happen if you were to forget about gimmicks and cents off and concentrated on 
making a quality product in the cheapest and easiest way. 

Mr. BEESON: If the consumer wants the cheapest product in the cheapest 
way, we have it available for her. There are not many of those consumers, and 
that is the reason this product (Encore) has not taken on so well. 

Mrs. MacInnis: Then you too admit this is not correct, that women are 
not really competent people— 

Some MEMBERS: Oh, no, no. 

Mrs. MacInnis: If they were, you would not really need to do all this. In 
other words, a lot of women are thinking the time has come when they should be 
treated like grownups. 

Mr. SMITH: I think Mrs. MacInnis does not reflect the women’s opinion 
as accurately as she would like to do. 

Mrs. MacInnis: I do not know all the consumer people but I know some of 
them. 

On page 26, after the cost of “on-pack” premiums, you say: “The cost of 
these on-pack premiums is entirely borne by the company and gives added value 
to the consumer.” These premiums, in the ultimate analysis, are paid for not by 
the company but by the consumer. Is that correct? 

Mr. BEESON: No, madam, that is not correct. 

Mrs. MacInnis: Why not? 


Mr. BEESON: The toilet soap product that was purchased this morning by Mr. 
Reid Scott is at the full straight stock price, with nothing added on to that. We 
bear the cost of that face towel and the added labour of putting it on. 

Mrs. MacInnis: There is only one place you can get the price, and that is 
from the consumer, ultimately? 

Mr. BEESON: Ultimately, yes. 

Mrs. MacInnis: Then it is not accurate to say that the company bears the 
ultimate cost of the on-pack premiums? That is not correct? 

Mr. BEESON: I think it is correct, yes. We did not add a cent to the price of 
the toilet soap. 

Mrs. MacInnis: Does not the consumer pay the added cost? 

Mr. BEEson: No, I do not think she does. 

Mrs. MacInnis: Who does? 

Mr. BEESON: Excuse me— 


Mrs. MacInnis: The only place the company can pass on the price to is to 
the consumer? Is that correct? 
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Mr. BEESON: Yes, but—may I finish this—by adding this on-pack premium 
from time to time we increase our sales, thereby lowering the cost of the unit to 
ourselves and to her. 


Mrs. MAcINNIS: But over the long period is it not true, is it not the point, 
that with all the advertising and research into new products results in putting 
new products on the market, does there not come a point where this thing does 
not bring added value to the consumer, because the cost is so much that the 
consumer cannot afford, that the consumers are not able to buy what they need? 


Mr. BEESON: I really do not feel that it is. If that were the case, the 
promotion, or the plan or the presentation would not be successful and we would 
have to withdraw it, or we would never bring it out of the testing stage. As I 
explained, that is one of the reasons we do the testing, and we do a lot of price 
testing also. 


Mrs. MacInnis: I get many letters from old age pensioners and low-income 
consumers, saying they cannot afford the rising cost of various items, soap, 
cleansers—and they mention Ajax particularly in several letters. Is there no 
obligation on your part to follow this thing through and come to an agreement 
with the retailers so that these prices will not rise unnecessarily at the retail 
end? 

Mr. BEESON: I am sure that any price increases we put into effect have been 
justified. By the same token, the mark-up that the chains or independent stores 
are taking is probably justified. 


Mrs. MAacINNIs: Would you be willing to come before a Government prices 
review board to justify your prices? 


Mr. BEESON: I have it right here. Total sales went up 27 per cent since 1960 
and raw materials went up 50 per cent. 


Mrs. MacInnis: Would you be willing to come before such a board before 
you raise prices on such a product, to justify why you raise them? 


Mr. BEeEson: I do not see really why we should have to do that, as private 
business. 


Mrs. MAcINNIS: Would you be willing to do so, to assure the consumer that 
such a price rise was necessary? 


Mr. BrEeson: I do not know, Mrs. MacInnis. I really would have to think 
about it. It would take some of the responsibility of running our company away 
from the executives. 


Mrs. MacInnis: I am trying to get the principle, as to how much you owe 
the consumer in letting the consumer know the full facts behind the cost of ad- 
vertising promotion and all the other things. I would like to get at your willing- 
ness to come out in the full light of day before making these changes? 


Mr. BEESON: It would take a lot of time and I think it would result in 
exactly the way we are running the business, which is to bring the best product 
we can at the lowest price consistent with a reasonable product, and we honestly 
and sincerely operate our company that way. I mean that sincerely. 


Senator McDonaLp: As a supplementary, on the question of face cloths, 
added on, is it not true that if you did not put those face cloths on your special 
and give them to the housewives, as you contend, that you would have given the 
cost of those face cloths to some other form of advertising, newspaper, radio or 
television? In other words, the housewife got it, rather than than the advertis- 
ing? 

Mr. BEESON: Yes, sir. 


Mr. SALTSMAN: Thank you, Mr. Chairman. Mr. Beeson, a number of ques- 
tions have been asked today regarding the basis on which a consumer might 
judge the price of a product. As you indicated, besides price there are other 
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items involved in determining the value of a product. I think one of the questions 
we have to ask on this committee is how you judge the efficacy or value of the 
product itself. Referring to page 29 of your brief, I see that you were asked 
whether it is technically feasible to identify household detergents and similar 
products in terms of units of cleaning power. Your answer to that was no. You 
said that it is not technically possible to do that. 

If it were technically possible, would you be interested in having your 
product so defined that the consumer could make a value comparison with other 
products? 


Mr. BEESON: I certainly would, sir. 


Mr. SALTSMAN: I imagine you are familiar with the fact that laundries do 
have methods of determining the cleaning power of detergents. 


Mr. BEESon: You are talking about professional laundries. 


Mr. SALTSMAN: Yes, professional laundries do have methods of determining 
those qualities. 


Mr. BEESON: Do you know what they use primarily today? They use soaps in 
combinations with chemicals which are very hard to handle, and they handle 
them in great bulk quantities. Of course, we sell to all the laundries in Canada. 


Mr. SALTSMAN: Besides that, do they not have ways of determining the 
value of the soap or other ingredients they put in their machines? 


Mr. Breson: Any particular laundry owner could probably judge for him- 
self, but the situation in the Maritimes, where the water is soft, is a lot different 
from that in Toronto or Regina, and the manner in which housewives do their 
laundry differs considerably from commercial laundry methods. In the first place 
their equipment is completely different and they may add additives such as this 
Ajax Liquid Cleaner product (indicates) housewives frequently add this to their 
laundry to boost the cleaning power. Again, for example, my wife’s laundry is 
much different from that of the wife of a factory worker or labourer. There is 
really a wide spectrum of different cleaning jobs to be done. 


Mr. SALTSMAN: Acknowledging the fact that a laundry owner can make a 
test himself, are there not laboratories in Canada which analyse swatches and 
bundles of laundry in order to determine the value of a particular soap or 
product? 

Mr. BEESON: We do that in our own laboratory. 


Mr. SALTSMAN: In other words, you are able to make tests yourselves to 
determine the cleaning power of your products? 


Mr. BEESON: Yes, on untreated cotton in certain artificial soil situations. We 
even go to underprivileged children’s schools, give them T-shirts to wear, and 
then test our products on the T-shirts. 


Mr. SALTSMAN: And yet you say that no test can be made to help the 
consumer determine the cleaning power of a product. 


Mr. BEESON: There are tests that we can run under controlled conditions, 
but there is no universal term that we could use in the consumer’s case that 
would apply across Canada to the varying kinds of washes which the ladies do 
every day. The washing machinery is entirely different. That makes a big 
difference in the cleaning job that one particular brand would do itself. 

Mr. SALTSMAN: Could a standard not be set in the following terms for 
evaluation purposes that, under certain circumstances, brand A will remove 
more soil than brand B? 


Mr. BEESON: I do not think so. According to our research and development 
people, no. 


Mr. SALTSMAN: I would have to disagree with you, because I think such 
tests can be made. 
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Mr. BEESON: Tests can be done, yes, and we can do them. 

Mr. SALTSMAN: Evaluations can be made. 

Mr. BEESON: In our minds, it will not be meaningful to the consumers 
because of the wide divergence of different laundry products. For example, a 
white cotton shirt versus a wool blouse or sweater, points out the type of 
difference I mean. Khaki denim trousers worn on a hunting trip, and stained 
with grass, pose an entirely different problem to that of trousers soiled with 
grease. 

Mr. SALTSMAN: Could you not tell the consumer how much soil could be 
removed under certain circumstances by the use of one soap as against another 
soap? 

Mr. BEESON: You would have to identify certain types of soil, and there is a 
very long list. 

Mr. SALTZMAN: In general terms, I mean, so that the consumer could make 
some comparison or have some type of criterion. 

Mr. BEESON: I do not think so, sir. 

Mr. SALTSMAN: On page 28 you talked about Rose Lotion Vel. You have 
reintroduced this product. You have indicated that this product has been im- 
proved. Could you tell me what you did to this product to improve it? 

Mr. BEESON: It is now biodegradeable, which all of our detergents will be 
this year; the perfume is better; the stability of the suds is better; the bottle 
itself is improved for gripping and using in the sink, and we have added the 
convenience of the push-pull cap for dispensing the detergent into the wash 
water and then sealing it quickly so that it does not dry up and get dust or dirt 
down inside it. 

Mr. SALTSMAN: How much better will this item now clean a garment than it 
did before? 

Mr. BEESON: This is for dishwashing. 

Mr. SALTZMAN: Well, by the testing that you have done in your own 
laboratories, how much more effective is this product than the previous product 
in terms of cleaning dishes? 

Mr. BEESON: In terms of only cleaning ability, it is probably about the same. 

Mr. SALTSMAN: In effect, what you have done is to add some perfume. 

Mr. BEESON: Which is important. 

Mr. SALTSMAN: And you have changed the container somewhat. 

Mr. BEESON: According to the consumer tests which we ran, after we got the 
product completely put together as you now see it, tested against the previous 
product, this product won hands down in preference to the previous product 
because, sir, packaging plays a big part in the convenience of the every day jobs 
that the housewife has to perform. Perfume is very important on her hands, on 
her dishes and in her kitchen. And, of course, the way she evaluates the cleaning 
job is through the suds. 

Mr. SALTSMAN: How do you evaluate the suds? How important are suds in 
terms of cleaning ability? 

Mr. BEESON: They have absolutely nothing to do with cleaning ability, as 
you know. 

Mr. SALTZMAN: Exactly. Do you tell wour consumers that, that the suds have 
absolutely nothing to do with the ability of the soap to clean? 

Mr. BEESON: We have tried it and we have talked to consumers about it. 
Generally, in Canada, Mrs. Consumer is not ready to accept a cleaning product 
that does not foam. 
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Mr. SALTSMAN: Does she know that, if the product does not foam, it does not 
make any difference to the cleaning ability of that product? Have you spent any 
money on advertising in order to tell her that the foaming of the product has 
absolutely no bearing on its ability to clean? 


Mr. BEESON: Right after the war, when synthetic detergents came in, there 
was a big job in education that the industry did in talking to the consumers 
about the fact that the suds or the amount of sudsing that the consumers would 
see would be less than they were for the soap based products, but that the 
product would clean as well or better than the soap based products did. But it 
took years and years to convince the consumers of that. Today, there is a trend 
toward lower foaming products primarily owing to the fact that the incidence of 
automatic washing machines in the home is increasing. 


Mr. SALTSMAN: When you made your decision to move from soap to syn- 
thetic detergents, did you take into consideration that, aside from the initial 
purchase price that the consumer pays for products, the synthetic detergents 
would create social costs for consumers as well, in terms of pollution and in 
terms of problems that it would create in municipal sewage plants and for rivers 
generally? Did you take into consideration the social costs, when you changed 
from one product to the other? After all, there are two prices we pay as 
consumers. One is the price for the product and the other is the costly disadvan- 
tages that occur to our society generally, because of the use of certain preducts. 


Mr. Berson: I do not really know whether I am qualified to answer that 
question, because at the time of the changeover in 1946 I was not in the soap 
business. I do not know what they considered when the conversion was made. 
However, I do know that you would not have cleaning products today if it had 
not been for the synthetic detergents coming onto the market, because the world 
supply of tallow would not have met consumer demand in the total market 
requirements of cleaning products today versus 1946. 


Mr. SALTSMAN: But would your answer be that this is not a normal consid- 
eration in the marketing of your products? 


Mr. BEESON: Oh, yes. It would definitely be. Certainly. I have heard several 
speeches and read several papers on the pollution problem of detergents in lakes 
and streams and the blame is really not laid on detergents. The fault lies more 
with the run-off of phosphates and fertilizers. It is because they can see the foam 
of the detergents that people think it is detergents primarily that are polluting 
the streams. We have run tests, in fact, as an industry, and the Canada Chemical 
Manufacturers Association have done quite a lot of work in conjunction with the 
Government on this, and we have never been able to find that the detergent 
run-off has done any pollution or killed any living forms contained in the water. 
It is really, as I said before, the fertilizer run-off which is the main problem, with 
the phosphates they contain. 

Mr. SALTSMAN: Are you saying that detergents have not created a problem 
In sewage plants? 

Mr. BEEson: The foam is a problem to them, because they have to knock the 
foam down, as I understand it. However, pollution in the water has not been 
brought about by detergents to the same extent as it has by fertilizers. 


Mr. SALTSMAN: You were talking about the number of products you have 
recently introduced and the fact that you have had to press very heavily on 
advertising. I refer to Vel. Thirty-one point seven per cent of the total cost of 
Vel is in advertising. For Ajax the percentage is 42.7. You mentioned earlier 
today that it takes you about a year to get off the ground. You lose money for 


one year and then you make it up the next year and then by the third year you 
are sort of home free. 


Mr. BEESON: Hopefully. 
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Mr. SALTSMAN: All right. When you get to this third year and you are able 
to reduce these advertising costs substantially to bring them in line with your 
regular lines, do you reduce the price to the consumer at that point? 


Mr. BEESON: This is when you are trying to get your money back you 
invested to get your product on the market and make her aware it is there. 


Mr. SALTSMAN: You said the first year was one of heavy loss. The second 
year you made up this loss? 


Mr. BEESON: Yes. 


Mr. SALTZMAN: I a mtalking about the third year. I presume these products 
go on for a long time, six or seven years? 


Mr. BEESON: Yes, some. 


Mr. SALTSMAN: By the third year you are in a position substantially to 
reduce your costs? 


Mr. BEESON: You are in a position in the third year to start making a profit 
on all the funds you invested behind that product, because our responsibility is 
to make a profit and bring new products to the consumer. 


Mr, SALTSMAN: So you do not reduce the price after your second year when 
you have recovered your advertising costs? 


Mr. BEESON: I would not say ‘‘No”. This is a case (indicating Rose Lotion 
Vel) where we did reduce the cost. It happens from time to time. It would not 
necessarily follow one way or the other. 


Senator CARTER: Mr. Beeson, of all the different products you make, which is 
the best selling product? 


Mr. BEESON: Do you mean which produces more volume for the company 
than any other? 


Senator CARTER: Yes. 
Mr. BEESON: —because we are in different categories. 


Senator CARTER: Which is the most popular, which has the largest sales 
volume? 


Mr. BEESON: Fab. Across ail our products, Fab has more popular volume 
than any other single product. 


Senator CARTER: Are there any regional variations? 
Mr. BEESON: Yes, sir. 


Co-Chairman Senator CROLL: He asked, ‘“‘Are there any regional varia- 
tions?” Do you mean, yes, or in selling? 


Mr. BEESON: In sales. 

Senator CARTER: In volume? 

Mr. BEESON: Yes. 

Senator CARTER: It is more popular in some parts of Canada than others? 
Mr. BEESON: Yes, definitely. 


Senator CARTER: Which of your products is the most profitable? I do not 
mean which you get the largest per cent per ounce, but in your total revenue 
which contributes most? 


Mr. BEESON: It would be Colgate Dental Cream 
Co-Chairman Mr. BAsrorp: At which price?! 
Co-Chairman Senator CROLL: Catch him, if you can! 


Senator CARTER: In Schedule 11, you have two liquid detergents. You have 
Rose Lotion Vel, and you have Encore. 


Mr. BEESON: Yes, sir. 
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Senator CARTER: Are they essentially the same product? Are they for 
dishes? 

Mr. BEESON: Yes. 

Senator CARTER: They are both for dishes? 

Mr. BEESON: They are both for dishes. 


Senator CARTER: Your cost of raw material for Encore—which, I imagine, is 
the cheaper of the two, is that right? 


Mr. BEEson: That is right. 
Senator CARTER: But your raw materials cost more. 


Mr. BEEson: I know. I asked the same question the other day. This is a per 
cent of sales, and the Encore liquid sells at a lower price than Vel, so the 
percentage is down. 

Senator CARTER: You have this particular size container of Vel Lotion. How 
would that compare in the work it will do for the consumer with a package of 
soap powder? What would be the equivalent package? 


Mr. BEEson: I really would not know, because Vel Lotion dissolves more 
quickly. 

Senator CARTER: The housewife would be able to do so many washings of 
dishes with the liquid and she would get a certain number of washings if she 
used powdered detergent. Which would last her the longer? 


Mr. BeEson: I do not really know. I do not think we have done it that way. 
We could do it that way. I imagine Vel would last longer, that liquid Vel would 
probably last her longer. 


Senator CARTER: What about the value? 


Mr. Berson: The value involves different things. The liquid product, Rose 
Lotion Vel, is far more convenient to use than the powdered product; it is easier 
for her to handle; it is easily stored underneath the sink and is not affected by 
moisture; but the powdered product under the sink, which place is usually damp, 
might cake up on her. 


Senator CARTER: If the housewife is counting her pennies she will probably 
put up with a little inconvenience, if she felt she could wash more dishes with 
the powder. 


Mr. BEESON: I do not really know the answer to your question. 


Senator CARTER: In your answer to Mr. Basford you made a statement I did 
not quite catch. I am not sure whether you were talking about soap products or 
toothpaste. 


Co-Chairman Senator CROLL: Colgate toothpaste. 


Senator CARTER: You said there were variations in the Maritimes. In other 
words, there were some differences in the Maritimes as compared with other 
parts of Canada. I did not quite catch what you said. 


Mr. BrEson: I think we were talking about powdered detergents. The 
Maritimes has very soft water, as with British Columbia, and the relationship of 
hardness or softness of water in the Maritimes was what I was talking about. 


Senator CARTER: So you prepared a special product, according to the type of 
water in different parts of Canada? 


Mr. BEESON: We tried that and it created tremendous problems in manufac- 
ture, preparing different products for different areas, and it became unbearable. 
But the housewife in the Maritimes—and I think she knows this—uses less 
detergent to get the same cleaning efficiency as the housewife in Ottawa or 
Toronto, because of water hardness in the latter places. 


Senator CARTER: On Schedule 6, in your advertising mix, roughly in per- 
centage terms your “display and other” has remained pretty constant, around 
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0.7, from 1960 to 1963, and then when you get to 1964 it jumps up to almost 
double, 1.2. In 1965 it is 1.6. There is a tremendous difference in 1964-65 as 
compared with the previous years back to 1960. Is there any special reason for 
that? 

Mr. BEESON: That is part of this new products program I told you about. 
New products frequently, when first sent out, come in these floor stands you have 
seen in supermarkets or drugstores, and that is a reflection of the introductory 
program to bring new products out on display in stores across the country. 

Senator CARTER: Your ‘‘media’—newspapers and so on—is fairly constant; 
it goes up a little bit, but not too much. But your “coupons” and “samples’’ 
fluctuate quite a bit. You seem to have a different mix each year. Are you 
experimenting to find out which is the best mix? 

Mr. BEESON: It just goes up and down like that depending what you are 
trying to do in that particular year and what category you are working on. 

Senator CARTER: On page 17, paragraph 75, you say you have 10 full-time 
interviewers conducting interviews in Toronto, and a force across Canada doing 
the same thing. Are these included in your sales force, or do you charge it to 
promotion or advertising? 

Mr. Brreson: These ten interviewers are in the market research category, 
and the hundred interviewers are part-time women who have a morning or 
afternoon on odd days of the week when they are free and they do this work for 
us. Their salaries and travelling expenses are charged to ‘‘Administrative and 
Other.” 

Senator CARTER: On page 18 you say you have up to 3,000 interviews across 
the country—that would apply to that too? 

Mr. BEESON: Yes, those would be consumers, and these 100 women would be 
calling on 3,000 consumers. 

Senator CARTER: How do you charge it up, to advertising? 

Mr. BEESON: No, to “Administrative and Other.” 

Senator CARTER: Consumer research? 

Mr. BEESON: Yes. 

Senator InMAN: Mr. Chairman, I would like to ask Mr. Beeson this. Some 
laundry detergents turn white nylon garments a light pink. This is a kind of 
expense in itself. Can you give us an explanation about that? What is there in 
your detergent that does that? 

Mr. BEESON: I cannot tell you. It would depend upon the product, and the 
garment itself—what type of synthetic fabric it was made of—and also the kind 
of additives used. I am sure our research people could tell you, but I cannot. 

Senator INMAN: I have had it happen to me on several occasions. Then, I had 
some woman ask me why Fab, or some of these other detergents, could not be 
put up in small plastic bags, which would decrease the price. They find that the 
packaging is expensive, especially where there are large families of children, and 
there are washes being done every day. Is that possible? 

Mr. BEESON: We have a product in a plastic bag. It is this one called Encore. 
It is packaged that way. 

Senator INMAN: Perhaps they do not like that. A good many have mentioned 
Fab to me, but they find the packaging expensive. 

Mr. BEEson: I would like to satisfy those consumers, but the bulk of the 
consumers are satisfied and want it in a carton because it is easier for them to 
use. You could not economically have several packaging sizes and methods for a 
single products. It would be too expensive from a manufacturing point of view. 
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Senator INMAN: I see. Now, I use a septic tank. I live in the country, and I 
have my own water system. I have had a new septic tank installed, and I have 
been advised not to use detergents in the laundry. What about that? What is 
there in the detergents tha cause trouble in the septic tank. 


Mr. BrEson: I have lived with septic tanks all my life, and I will tell you 
that the biodegradeable products that we are now making are fine in septic tanks 
because they do break down in the process of the tank. Before biodegradeable 
products came into the picture the wash water from the laundry tubs was 
usually run into the field tile behind the septic tank. It did not run through the 
septic tank itself. In fact, there are laws in certain provinces and states of the 
United States which require the wash water to go into the field tile behind the 
septic tank, but they are no longer applicable because of the biodegradeable 
elements. 

Senator INMAN: What did the harm? 


Mr. Beeson: It was the phosphates and silicates that did not break down. 
The bacteria could not eat them. But, nowadays that is not true. The detergents 
you will be using from here on are safe in septic tanks. 


Senator INMAN: I used the flush the wash water through the septic tank 
anyway, but I was just wondering what the result would be. 


Mr. BEESON: You should not have to worry about it now. 
Senator INMAN: No, not at my age. 


Mr. SMITH: Is there any basis as to how the flat fee of $250,000 a year paid 
to your parent company is arrived at? 

Mr. BEESON: It is not a flat fee. It just happens to have been around $250,000 
in the last few years. 

Mr. SMITH: How is it arrived at? 


Mr. Beeson: At the end of the year the international staff at New York add 
up the total cost of these specialists that travel around, and then allocate that 
over the different subsidiaries based on their sales volume. 


Mr. SMITH: Now, you mentioned a great deal of money has been spent in 
Canada on market research and that type of research by your company. But, in 
respect of the more elemental type of research such as that into the development 
of new products and better products, how much is spent in Canada? 


Mr. BEESON: We do not spend a lot on basic research. Basic research is really 
technical, and it takes many years to ever get any product out of it. So, we have, 
for economic reasons, concentrated our basic research in four centres around the 
world—in New Brunswick, England, Germany and France. 

Mr. SMITH: What is the first one again? 


Mr. BEESON: New Brunswick, New Jersey. That is one centre of basic 
research. We do some research in Europe, but we do our product research here. 


Mr. SMITH: In other words, a bright young Canadian research chemist, if he 


wanted to get into your company, would ultimately end up in New Brunswick, 
New Jersey, likely? 


Mr. BEESON: No, not necessarily. We have a good, bright staff here, and they 
are doing very good work. 


Mr. SMITH: But they do not do basic research? 


Mr. Berson: No, they do not do basic research. Over the long term, if he 


were reaily interested in basic research, he would probably go to one of the big 
research centres in the United States. 


Mr. SMITH: Casually you have gone through this and have mentioned it, but 
would you just explain to me what “biodegradeable” means? It is a word you 
used in your rather confused paragraph 116. 
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Mr. Brrson: “Biodegradeable” refers to the fact that bacteria can digest 
and break down the raw materials that are flushed through the wash into 
the waste water. That is basically it. 


Mr. SMITH: This is what the operators of municipal sewage plants have been 
worrying about over the last several years? 


Mr. BEESON: Yes, sir. The detergent industry in conjunction with the 
petrochemical industry has spent millions of dollars over many years in develop- 
ing the biodegradeable raw materials that are now being used. 


Mr. SMITH: Will the detergents, when these become universal, have less 
foam? 


Mr. BEESON: By the very nature of the products you use, they would have 
less foam if you put the same amount in. Our costs next year will go up by 
something like $100,000 because of the biodegradeable products and because of 
efforts made to maintain the foam. We have to put more in to get the same 
amount of foam. We have not been able to get the quality of material that we 
hoped to get in these raw materials, but when we do the detergents will go back 
to the A.1. level that we used to have. Presently we have to put more in 
than we did before. 


Mr. Smi1TH: Thank you. 


Mr. AnpDRAS: Mr. Beeson, do you furnish your customers—the wholesalers 
who sell to the stores and other retailers—with suggested retail prices? 


Mr. BEESON: From time to time we do, and those suggested prices that we 
publish are established from these sales reports that I have here. In other words, 
it is the prevailing price in the area. We do that for the small independent trade 
which does not have the sophisticated mark up system that the larger accounts 
have. We do it as a service generally for the small accounts. The big chains have 
their own mark up departments. 


Mr. AnprRAs: In other words, the supermarkets take your delivery costs to 
them, and come up with the retail price? 

Mr. BEESON: Yes, based on their expense of operating, overheads and what 
have you. They have competitive shoppers too. 

Mr. ANDRAS: But the bulk of the retail pricing system would be established 
by the retailer himself rather than by you? 

Mr. BEESON: Yes, sir. 

Mr. AnpRAS: Does this reflect freight charges, and the variation in distribu- 
tion costs across the country, or do you equalize freight, for instance? 

Mr. BEESON: Our prices on powdered detergents are different in the far west 
and the far east from those here in Ontario and Quebec, and that is because of 
freight. 


Mr. ANDRAS: How many price regions, for instance, would you have in 
Canada. 


Mr. BEESON: Just those two. The far west and east are the same, and central 
Canada is the same. 

Mr. ANDRAS: So there would be just the two variations in prices? 

Mr. BEESON: Yes. 

Mr. ANDRAS: Then, getting back to this confusion that seems to exist as to 
the validity of the retail price from which so many cents are taken off, I notice in 
your display there that on the ABC packages you do actually have the retail 
price printed right on the package. I see one is 99 cents, and I think I saw a 
smaller one at 69 cents or 39 cents. First of all, would that price vary as between 
those two regions? 


Mr. Berson: ABC is not sold in the far west. 
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Mr. ANDRAS: Setting aside the complication of the two regions which might 
result necessarily in two prices because of freight and so forth, why is it not 
possible for you to do what everybody seems to be asking for, and that is put 
your retail price on your products in a similar way to what you have done on the 
ABC packages? I do not see it, for instance—at least, it is not obvious from 
here—on the other products you have there. 

Mr. BEESON: This is a suggested retail price, and if you— 

Mr. ANDRAS: But it establishes some validity in the mind of the customer. 

Mr. BEESon: If you go into the Maritimes you will find—this is where it is 
primarily sold—this product is sold in Ontario, Quebec and the Maritimes, but it 
has a larger sale in the Maritimes—that this is sold for 35 cents or even 25 cents, 
depending upon the feature that the supermarket is running at the time. 

Mr. AnpbRAS: I do not think anybody would argue with a retailer choosing to 
sell the product at less than the price you establish, but a price on the package 
would establish a point of departure for the customer in determining whether in 
fact he is getting value or not. I think it is a good thing. I am asking why it is not 
possible to apply the same principle of putting a suggested retail price on all 
packages in the same way as you have put it on the ABC packages. This would 
establish a point of departure, and some validity to the reduced price because the 
reduction can be calculated. 

Mr. BEESON: From time to time we do have suggested prices on these others. 
I point out that on this carton of Colgate Dental Cream there is the price of $1.33, 
and then there is the supermarket’s own price on the end, and it is a different 
price. 

Mr. ANDRAS: Why not do this all the time? 

Mr. BEESON: This appeals across the board spectrum of consumers. This 
product satisfies a certain group which is happy with it. Ajax appeals to a 
different kind of consumer. 

Mr. ANDRAS: But you could have a different price on Ajax from that on 
ABC. I am not talking about the quality, or the results of using a product. I am 
simply trying to get to the point of establishing some point of departure for a 
customer who walks into a store and sees that an item is 20 cents off. He asks 
himself: “20 cents off what?” If you, as the manufacturer, put a suggested list 
price on the package, then it would have the effect of enabling consumers all 
across the country to be able to say to themselves that this item was 99 cents 
because the manufacturer says so, and they will know that the people in be- 
tween have not monkeyed with the price. 


Mr. BEESON: That really is not our role. 
Mr. ANDRAS: Why do it in the case of ABC? 


Mr. BEESON: This was an attempt to do something different that had not 
been done before. 


Mr. ANDRAS: How did it work out? 
Mr. Berson: It does not sell very well in Ontario and Quebec. 


Mr. ANDRAS: Do you think that is because of the approach of yours or 
because of some other reason? 


Mr. BEESON: I really do not know. It depends on appeal to the consumer. 
Some consumers think it is fine. This is three pounds for 99 cents, and we 
advertise it that way. It is simple as ABC. 


Mr. AnpRAS: Did you experiment on this? 

Mr. BEESON: No, this has been out for three years. 
Co-Chairman Senator CroLL: And Fab? 

Mr. BEESON: Oh, yes, for a long time. 
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Co-Chairman Senator CROLL: And Ajax? 
Mr. BEESON: Since 1964. 


Co-Chairman Senator CROLL: We have had some research done on these 
products, perhaps not extensive; but in the year 1964 the price range of ABC 
remained at 39 cents, 69 cents and 99 cents, and did not vary. At the same time, 
on Ajax the price range was from 44 cents to 49 cents, and from 75 cents to 95 
cents, from $1.34 to $1.75; and on Fab from 39 cents to 50 cents, and from 69 
cents to 95 cents, and $1.19 to $1.59. That was the range of prices on these other 
articles as compared to ABC. As Mr. Andras points out, it was firm all the time. 


Mr. AnpRAS: Mr. Chairman, if I may say so, I would not deny the right to 
Colgate or any other company to adjust their prices fairly and reasonably so that 
even if that 99 cents for ABC had to be raised in six months time or two years 
from now, that is not the point of my argument. My point is that you being a 
manufacturer, placing your stamp of approval on a particular price establishes 
the validity in the mind of the consumer; and the retailer I suggest would very 
much avoid ever selling above that price, but would be quite justified in selling 
below, and the retailer could say, “Yes, the manufacturer has put 99 cents on this 
package, but the supermarket charges 73 cents,” and that would start a point of 
departure. 


Mr. BEESON: This product creates problems for us because it is end-priced. 
We buy 300,000 to 500,000 cartons, whatever it is, depending on the size, for two 
or four months supply. You have restricted your flexibility if something happens 
competitively or it is decided to put some new ingredient in. We did an experi- 
ment in the United States in connection with toilet articles, and it was an awful 
mess and we finally had to get away from it, it was so confusing, because the 
prices would increase or decrease, and there were other cartons on the shelf. 
There were tremendous problems at the retail level and we discontinued it. 


Mr. ANDRAS: I can understand the complications, but where you have 99 
cents for the product on the shelf and for a good reason had to come out with a 
$1.04 price, why wouldn’t you issue a kind of official price sticker which the 
retailer could go by and it seems to me that if you established on your packages a 
retail price then you would be removing a lot of doubt from the customer’s mind. 


Mr. BEESON: It is just that the market conditions are so different in different 
areas. The people like certain things more than others. It removes a lot of our 
flexibility in marketing if we are running specials or increasing the price or 
doing whatever we want to do, as well as it affects the retailer. 

Mr. ANDRAS: One more question, which has already been covered by you, 
but I have an observation to make about it. Do you provide bulk quantities only 
in the one product Encore? 

Mr. BEESON: Encore, yes. 

Mr. ANDRAS: It is an unsophisticated packaging approach today, and there is 
no way of dispensing it except through a hole in the top and pouring it out? 

Mr. BEESon: A hole in the top. 

Mr. ANDRAS: You say the sales of that have been quite discouraging? 

Mr. Beeson: It had a fairly good share across the prairies for a while, but 


that sales share is waning. It never did do well anywhere else again. In certain 
blocks of the population it does fairly well. 


Mr. ANDRAS: You interpret this then as with other packaging, the conveni- 
ence of being able to dispense a product from a different package, that it has 
some value to the customer, and they must indicate that or they would buy the 
bulk package? 


Mr. BEESON: Yes, sir, they would. 
25231—4 


1640 JOINT COMMITTEE 


Mr. Scott (Danforth): Do you still use the slogan, “Ajax the foaming 
cleanser” 
Mr. BEEson: No. 


Mr. Scotr (Danforth): I have one question to ask you in the area of the 
response you gave to Mrs. MacInnis when she asked you if a prices review 
board was set up would you be prepared to appear before such a board prior to 
instituting price increases? 


Mr. BEESON: I will answer you the same way that I felt I answered Mrs. 
MacInnis, that was that I think the end result would be the same. 

Mr. Scott (Danforth): That is not what I am asking you. I am asking you, 
would you be prepared to appear regardless of the result? 


Mr. Berson: And I again answered Mrs. MacInnis that I would like to think 
about it and talk to some of my people about it. 


Mr. Scott (Danforth): Do you not consider your position a bit strange in 
view of the fact that, for example, labour unions have to go through long, 
complicated government negotiations to get a wage increase? 


Mr. BEESon: I did not understand. 
Mr. Scott (Danforth): Iam saying that your answer strikes me as strange. 
Mr. BEESon: Labour unions you say— 


Mr. Scott (Danforth): Labour unions in this country in order to get wage 
increases are compelled by law to go through long expensive conciliation pro- 
ceedings, supervised at times by government, before they get wage increases. 
Why should you not have to appear and justify price increases before you put 
them in effect? 


Mr. BEESON: I was not aware that labour unions had to go before concilia- 
tion boards to get wage increases. My understanding was that that was only 
after they could not reach a settlement. 


Mr. Scott (Danforth): That is true, but in almost every case conciliation 
takes place as a matter of practice. Why should business be in any different 
position? 

Mr. BEESON: It is entirely different, sir. ; 

Senator Cook: If it is the law he would have to, but if it is not, why should 
he? 

Mr. Scott (Danforth): I thought he might like to volunteer to appear. 

Co-Chairman Mr. BasrorpD: In paragraph 92 you speak of the danger of 
products being de-listed. If one of the chain stores is threatening you with 
de-listing a product, what do you do? . . 

Mr. BEESON: There is not much we can do about it if the product is not 
selling very well. They don’t usually just de-list a product. The next time the 
salesman goes it, a buyer just says they are not buying any more, it is being 
de-listed because of something that is history by then. 


Co-Chairman Mr. BasrorD: With the new product how does your salesman 
get it on the shelves? 


Mr. BEESon: Generally we have a presentation which is prepared ahead of 
time and shows the history of the test market. You explain some of the market 
research and consumer research you have done on it, the advertising, the 
couponing, sampling, if there is to be any, and the buyers go before a buying 


committee, usually, and they make a decision on what they are going to buy for 
that week. 


Co-Chairman Mr. BasrorD: When you go before the buying committee of 
Steinbergs or Dominion stores is price a subject of negotiation? 
Mr. BEESON: No, sir. 
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Co-Chairman Mr. BAsForD: What is a subject of negotiation? 

Mr. BEESON: About the only thing I could think of that could vary on 
presentation would be the time of a commitment or a display feature tying in 
with our introductory advertising, and it would depend on how much lead time 
you had given that merchandising manager, that is all. Our plans are set by us, 
and the products are either bought or not bought. 

Co-Chairman Mr. BASForD: Do you pay for shelf space? 

Mr. BEESON: No. 

Co-Chairman Mr. BASForD: For a new product? 

Mr. BEESON: No, sir. 


Co-Chairman Mr. BAsrorD: On a new product do you make any special 
arrangements to return the product if it does not move? 


Mr. BEESON: No, sir. 

Co-Chairman Mr. BAsrorp: Are you forced into participating in any of the 
games? 

Mr. Brreson: Not any more, say, than our salesmen and his plans with that 
account; he may want to participate to the extent of his co-operative agreement. 


Co-Chairman Mr. BASsForpD: That is what you have all said when you come 
here, and it seems to me very strange. I have a group of people coming in to me, 
anonymously and secretly, who tell me that is not so, and that the chain stores 
are able to force the manufacturers into making all sorts of special deals. They 
come into my office almost as if they were dealing with the Mafia. They say 
“Don’t tell anyone, our jobs are at stake’. These are people from the chain 
stores, manufacturers, and advertising agents. 

Mr. BEESON: We do not do it. 

Co-Chairman Mr. BASForRD: I suggest something is going wrong somewhere. 

Mr. BEESON: There is one instance I can tell you about. Our co-operative 
contract allows all accounts a certain percentage of their sales to be used on sales 
promotions. The cost of these promotions has gone up like everything else. 
Because our sales volume is at a certain level, it is only possible to buy fewer of 
these promotions. In many cases, chains have come to us and said “Sales are 
down, because you had fewer promotions this year”. In many cases, they say 
“Let us give you a promotion next week, on Fab or Ajax, to get those sales back 
up”. There is no game played as far as our co-operative contract is concerned. 

Co-Chairman Mr. BASFoRD: But they would charge you for that? 

Mr. BEESON: No. It is an effort by the merchandising people to keep their 
sales going and keep customers moving through the stores. 

Co-Chairman Mr. BAsrorp: If they put a big advertisement in the paper, 
and a special for Fab, they charge you? 

Mr. BEEson: If it goes beyond our co-operative contract, we do not pay for 
it. No, sir. And I am very firm on that. 

Co-Chairman Mr. Basrorpb: If Fab was not sold in the five chain stores in 
Canada, corporate chains, that would put a fairly substantial hole in your 
business? 

Mr. BEESON: Yes, sir. 

Co-Chairman Senator CROLL: It would be the business? 

Mr. BEESON: The major chains—we do about—70 per cent of our detergent 
business would come through chain stores, including the co-ops—you have to 
include the IGA groups and the co-operative chains out west. 

Co-Chairman Mr. BASFoRD: Which shows a tremendous market power on 
the part of the co-operative chains. You live or die by them, as a manufacturer? 
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Mr. BEESON: Oh, yes. 


Co-Chairman Mr. BAsrorp: I would like at some point to get into the buying 
practices of the chains, as I do not think we have got there at all. 


Mr. Scott (Danforth): They have to come back again. 
Mr. JoYAL: Do you have a copy of your co-operative program? 
Mr. BEESON: Yes. 


Co-Chairman Mr. BASsForD: If someone went in and examined the books of 
Colgate-Palmolive and all of its sales orders, would they find that you had sold 
Fab, or all of your products, to all of the five co-operative chains, on exactly the 
same terms? 


Mr. BEESON: Yes, sir. 


Co-Chairman Mr. Basrorp: There are people who come to me secretly and 
say that is not the case. I do not mean with reference to your particular 
company. 

Mr. BEESON: You could come and look at ours, because they are the same. 


Co-Chairman Senator CROLL: Mr. Joyal asked for a copy of the contract on 
co-operative advertising. Have you a spare one handy? 


Mr. BEESON: This is the basic contract which is in effect for the whole period. 
Form time to time, you have a special situation for a special product or a new 
product and we issue a special supplementary contract, which is available to 
everyone participating. 

Mrs. MacInnis: Has there ever been any attempt by your firm to negotiate 
with the big chains or with any of the retailers, as to the ultimate price at which 
the consumer shall buy the product? 

Mr. BEESON: Not to my knowledge. 


Mrs. MacInnis: Is there any reason why that is not being done or should not 
be done? I am not talking about re-sale price maintenance at all, but about 
negotiations between two sets of people, the wholesalers and the retailers. I am 
just asking what would be the objection to that, from your point of view? 

Mr. BEESON: I am not sure I understand. Are you talking about retail prices 
or about our prices to the wholesaler? 


Mrs. MacInnis: I am talking about you as manufacturers. Would there be 
any reason why you could not negotiate with the retailers, as to a certain price at 
which it would be desirable to sell at retail, and the two of you would agree on 
what the consumer would pay for the product. I am not talking about manufac- 
turers dictating to the retailers. I am just asking would there be any reason why 
you and the retailers could not negotiate as to the price which should be paid? 


Mr. BrEEson: I do not think our people would be qualified to talk with the 
pricing people in the chains. We are not aware, or do not have at our disposal, 
the cost and the marketing conditions in that particular neighbourhood, or of all 
the things that go into selling at a retail price. 


Mrs. MacInnis: I understand that would not be true at the present time, but 
after all you did not know all about the details of unions before you started 
negotiating. What I am trying to get at is the principle, would that be a good 
thing or a bad thing, from your point of view, or is it a possible thing? 


Mr. BEESON: I think it would be a bad thing from the consumer’s point of 
view and would not really make very much difference from our own corporate 
point of view. We are satisfied that we get our retail price, and we run our 
consumer offers from time to time and do our advertising. I really think that the 
pricing you suggest is the responsibility of the man who has chosen to be in the 
retail business, as opposed to the manufacturer, which is ours. 


Mrs. MAcINNIs: Would it not prevent all this fluctuating—some things being 
a few cents up one day and another few cents another day, and so on. Would you 
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not be able to exercise some type of influence together with the retailer? From 
the consumer’s point of view, do you not think that would have something to 
recommend it? 

Mr. BEESON: I really do not, Mrs. MacInnis, because if I were Mr. Steinberg 
I would be after specials that would attract some of the Dominion Stores’ 
customers, and vice versa; and if I were a retailer I would not want the 
manufacturer telling me the price at which to retail the products. 

Co-Chairman Senator CROLL: I gathered from what you were saying in the 
brief, that you were not responsible for the increased cost of living in these 
various products, as indicated by the DBS Consumer Index? 

Mr. Berson: No. All I referred to were the index prices of our products over 
the reference period of the brief, which generally says that our prices have not 
increased since 1960. That is, on a cost per ounce basis, senator. 

Co-Chairman Senator Crouu: Let me indicate to you that the DBS says 
that on detergent prices since 1964 have risen 7 points, from 119.6 to WA ews OL 
September. What I want to know is, ““Who done it?” 

Mr. BEESON: We have only one thing—on powdered detergents in general, it 
has risen about 2 cents a carton. And, back in 1963— 

Co-Chairman Senator CRoLL: No, I started in 1964. Can you explain it? 

Mr. BEESon: No, sir. 

Co-Chairman Senator CROLL: You cannot. Then, I presume that if the DBS 
is right—and I assume they are right—we had better start looking at some of the 
other detergent people, had we not? 

You do not like that? All right. 

How long have you been president? 

Mr. BEEson: I have been in the company 16 years. 

Co-Chairman Senator CROLL: In the last 16 years, were you ever off the 
shelves in any of the supermarkets? 

Mr. BEESON: On any one of our products? Yes. 

Co-Chairman Senator CROLL: On any product? 


Mr. BEESON: You mean, across the board, across our line, where we were 
wiped out? No. 


Co-Chairman Senator CROLL: At any one time, were you completely off the 
board? 


Mr. BEESON: No sir. 


Co-Chairman Senator CROLL: So you have always been able to live with the 
supermarkets? 


Mr. BEESON: Yes sir. 

Co-Chairman Senator CROLL: That is what my co-chairman was trying to 
get at. Are you interested at all in price, what your product sells for? 

Mr. BEESON: Yes. 

Co-Chairman Senator CROLL: I have a letter here from a lady in Cold Lake, 
Alberta, who bought Encore, five pounds, and paid 97 cents, at Hudson’s Bay, 
Vancouver; $1.43 in Brady’s IGA in Grand Centre, Alberta—I do not know 
where that is—and $1.45 in another place in Cold Lake, Alberta. 

I think she was just pricing. The Hudson’s Bay price of 97 cents threw 
me—at 97 cents they were really giving it away? 


Mr. BEESON: Hudson Bay Company in Vancouver have what are called 
“Bay-Days,” which are big store-wide promotions, and this sounds like they 
were featuring Encore on a “Bay-Day.” 


Co-Chairman Senator CROLL: $1.43 and $1.49 are not out of line. 
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Mr. BEeEson: Not for the west. This package was bought here, and was $1.39 
locally. I do not think that would be out of line. 

Co-Chairman Senator CROLL: Are there any other questions? 

Mr. Joya: I do not know, witness, if it is clear that you are going to produce 
your balance sheets for the period 1960 to your last fiscal period. 

Mr. BEESON: Yes. I have them with me, but I have just the one copy. 

Mr. Joya: The other request I have is in Schedule 11, where you show a 
breakdown of costs of 10 items that you market. Would you give us the actual 
dollar figures for sales and, of course, the breakdown individually for the various 
items of cost that go into the production? 

Mr. BEESon: That would be a long list. The various items that go into the 
production? You mean the raw material figures? 

Mr. JoOYAL: I mean in terms of dollar figures as against percentages. 

Mr. BEESON: Certainly. 

Co-Chairman Senator CROLL: There are still some questions, Mr. Beeson, 
that remain to be answered, and we urgently require the answers because we 
have to get a preliminary report out, but in concluding today’s session, on behalf 
of the committee, I want to thank you and your staff profusely for coming here 
today and being most helpful to us. Thank you. 

Ladies and gentlemen, this afternoon we have the Canadian Federation of 
Agriculture, which is a very important meeting. 

The committee adjourned. 


OO 
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SCHEDULE 1 
JOINT COMMITTEE ON CONSUMER PRICES 


Suggested Topics for Discussion With 
Soap and Cleaning Compound Manufacturers 


1. Comparative financial statements for the period 1960-1965 inclusive 
showing gross sales, margins, cost of raw materials purchased, salaries and 
wages, operating and selling expenses and net profit. 

2. Show separately annual advertising expenses incurred and their relation- 
ship to gross sales for the six-year period. Show detail separately for (a) direct 
and (b) co-operative advertising expenses. 

3. Show the cost of containers and other packaging materials for the past six 
years and show their percentage relationship to gross sales. 


4. How do you determine that your sales prices are competitive? 


5. What is your sales policy respecting specialty items involving premiums, 
certificates redeemable by the consumer, cents-off deals, etc.? 


6. Show quotations at f.o.b. plant sales prices per unit of some of the 
principal products offered during selected weekly periods in 1965 and 1966. 


7. When volume sales orders are invoiced, is the billing net of all discounts 
or gross less discounts? 


8. Does your firm pack for wholesalers’ or retailers’ private labels? If so, 
what volume percentage of some selected items were packed in this manner in 
comparable periods in 1965 and 1966? What are the differences between the 
private label brands and the nationally advertised brands? 


9. Select ten major commodities (specifically including detergents) manu- 
factured by your firm in 1966. In each case, detail the appropriate manufacturing 
and sales costs involved such as raw materials, direct wages, packaging, ware- 
housing, advertising, sales expense, profit, etc. 


10. Provide a list of all household cleaners, such as soaps and detergents, 
marketed in your company for the retail trade showing the trade names and the 
package sizes in terms of net weight. } 


11. Is it technically feasible to identify household detergents and similar 
products in terms of ‘‘units of cleaning power’’? 
October 28, 1966 


SCHEDULE 2 
COLGATE-PALMOLIVE MARKET SHARES 


(This is our share of the national market in each product category 
expressed as a percentage of total market.) 


%o 
Heavy Duty Powdered Detergents ........ 16 
Light. Duty Liquid. Detergents. 13. 4.242.525 8 
Household Cleaners 4h. 2 ope ee 21 
Abrasive Cleaners. 2 1 eee ee 36 
Toilet. Soaps acca me ee a ee 16 
Room Deodorante-24.5..0. eee eee 45 
Food Wrap .os.s6s0ssse ee eee 10 


Source—National Food Store 
Sales Survey 
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SCHEDULE 4 
HOURLY-PAID LABOUR RATES 

Male Female Over-all 

per hour per hour per hour 
1960" oc. Ge. ce tee $ 2.30 San. LL Dike 
TOG be ras caste tne eeaeeree 2.30 1.85 | 2 Id 
LOG 2) tye ao ee: 2.44 1.91 2.28 
1863: eee eccses 2.50 1.96 = 2.384 
1.9645 cit. eee 2356 2.02 — 2.40 
ID65 eve eit 2.64 2.08 — 2.47 
196614 23.5 teR, Si 2.82 222 | 2.65 


DISTRIBUTION FREIGHT CHARGES 


1960-1966 
TOO a snack oe teaas <m >. Loaf ewe 
LEG IS... eee Bio ete Mttiaty last 
LOG 2” vs sntage eee ay = tenets 1.37 
19632) ss6seaumels ass 1.52 
LOO Se iis eee ee. ae 1.52 
1351055 Binal or eatiog urea A 1.87 
LoOGGs sh wat, es asf 2.00 


* Ontario Freight Base No. 140 (Toronto to Kingston). The increases 
applicable to this freight base are representative of our Company’s over-all 
distribution freight charges. : 
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SCHEDULE 5 


SELECTED PRODUCTS—MOST POPULAR SIZE 
EIGHTEEN MONTH PERIOD ENDED NOVEMBER 1, 1966 


Prices in effect (Ont. & Que.) 


May 11,1965 Nov. 1, 1966 
Per Case 

Palmolive Soap—Regular Size 

(Packed S142) 0 2.2.45. %e 2 oe aes 17.72 LTi¥2 
Fab Detergent—Giant Size 

CRC CEB is. tre ws «ft. eae leiden 6’ 7.66 7.86 
Ajax Detergent—Giant Size 

REPO CKEC ae) ce fees wlatiaks go's tte Ws 10.06 10.26 
Ajax Cleanser—Large Size 

CRBCKRGC MO )a ss oe cae cee pa ueee. » 8.87 9.26 
Encore Detergent—5 lb. bag 

(Packed8 jy je 00) FOR o's tates les % 8.60 8.92 
Encore Liquid Detergent—48 oz. bottle 

CP res Ty on ws os oes hers owe he Ge 8.54 8.54 
Vel Lotion Detergent—Giant Size 

Oy dace Pe ee en Penn 9.67 8.47 

SELECTED PRODUCT CATEGORIES 
PRICE PER OUNCE TO THE TRADE 
1960 — 100 
1960 1966 

PE AIEME Cs ROO Beeld on. fel a aiken ca 8 Sens 100 t27 

Powdered Detergents .......... 100 100 

scouring Cleansers 2... 2.0. dhe 100 106 

All Purpose Cleaners .......... 100 102 

Liguid Detergents 4. oh. oie sees oc 100 87 
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COMPARISON OF MEDIA RATES 


1961-1966 
1961 — 100 
1961 
Television 
(Fe Ce NG GWROl iy bite tere Cn a4: sald oases. ae 100 
(Shour prime time) 
Spot 
(A.A. Time—70 Stations) ...... 100 
Radio 
Mijestation AVETA LS nc os ole Odeo ae 100 
Print 
Newspapers (95 Dailies) ........... 100 
Weekend Magazine ................ 100 
Meaders soicese ye. Me Fes toe ae Seb ces 100 
CHAtGlIAING My. a Peo SE oc ck serene’ 100 
Talent Re-use Payments ............... 100 
Commercial*’ereduetion .. 2.22.5 .7..7. 100 


Source: Rate Card Analyses, 1961-1966 
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Upon resuming at 3 p.m. 


Co-Chairman Senator CROLL: We have this afternoon a submission by the 
Canadian Federation of Agriculture. Mr. David Kirk, the Executive Secretary, is 
on my left, and Mr. Jean Louis Chabot, Associate Secretary of the U.C.C. is on 
his left. 


Before we begin the hearing, I want to bring to the attention of the 


members of the committee that all the corporations giving evidence before the © 


committee have been requested to provide some additional information. Letters 
were mailed specifying what was required and asking for compliance. The 
following have complied fully: A & P, Atlantic Wholesalers, Couvrette et Pro- 
vost, Canadian Canners and Burns Foods Ltd. The following have complied 
partially: Western Grocers, Swift Canadian Co. Ltd. and Kellogg’s. The following 
have not yet replied to our requests: Dominion Stores, Steinberg’s, Loblaw’s, 
Canada Safeway, M. Loeb Limited, Heinz, Gerber’s and Canada Packers. We are 
urgently in need of further material in order to have an interim report for 
parliament before the Christmas adjournment, and time is running short. Wires 
will be sent today to all those who have not fully complied, requesting that the 
material reach us as quickly as possible. 


Senator CARTER: Mr. Chairman, before the witness begins his brief, I would 
like to ask if consideration has been given to having fish processors or represen- 
tatives of the fishing industry appear before this committee. Fish is an important 
article of diet for a great many people, and it will become even more so as the 
world food shortage increases and meat products get dearer. We have given a lot 
of attention to agricultural products, farm products, and we have had meat 
packers and processors of various kinds of dairy products appear. While I realize 
it is not perhaps possible to have these people appear before Christmas, I just 
wondered if consideration is being given to have them appear at a later date. 


Co-Chairman Senator CROLL: Senator Carter, both Mr. Basford and I are 
very glad you raised this point. As you appreciate, it will not be possible for us to 
hear them before what we might term the Christmas adjournment, but certain- 
ly we shall see that they will be given an opportunity when the hearings resume 
for the purpose of presenting their case to the committee. 


Senator CARTER: Thank you. 
Mr. David Kirk, Executive Secretary, Canadian Federation of Agriculture: 


Mr. Chairman, I am very pleased to be here before the committee today, and the 
Canadian Federation of Agriculture, whom I represent, is very pleased to have 


this opportunity to appear. I should explain that the gentleman with me is an ~ 


officer of the ’Union Catholique des Cultivateurs, the Catholic Farmers’ Union, 
which is the principal organization among the members of the Federation in 
Quebec, and is a very large direct membership farmers’ organizations. 


It is not our intention today to repeat a large volume of statistical material 
which will already have been put before you by experts, nor it is particularly in 
our competence, certainly not in mine, to be an expert witness in the various 
technical aspects of consumer prices. Our submission will therefore not be a 
lengthy one. 


It is our impression that the point has been made very often, and accepted 
by this committee, that the bulk of the increase in food prices over the years, say 
since 1949, can be attributed to increased marketing margins. The evidence is 
very clear on this point. Moreover, our impression is that on the whole consum- 
ers do not blame the farmers, as the saying goes, for the price increases that have 
occurred. We do not in general, therefore, feel that we have grounds for 


complaint on the score of unfair attitudes toward the farmer on the part of the 
consumer. 
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It is, however, quite clear that there is a widespread feeling of dissatisfac- 
tion and expression of protest among consumers at the rise in the level of 
consumer prices. Moreover, the focus in recent months has definitely been on 
food prices. 

Farmers are, of course, concerned about this protest and dissatisfaction. 
Farmers also are consumers, and purchasers as well of many production goods at 
what amounts to retail level. So, in so far as unnecessarily high costs may exist 
in our distribution system, farmers have a definite stake in getting those costs 
down. 

Moreover, if the concern about the level of food prices is exaggerated, or 
alternatively if corrective action is not taken to eliminate excessive distributive 
costs, then to that extent there is a danger that pressure to restrain or lower food 
prices may in some circumstances have unfavourable repercussions on farmer 
efforts to obtain a more adequate and stable price for his product. 


There has been evidence before this committee that the farmers’ share of the 
consumers’ dollar has declined since 1949 from 58 per cent to about 41 per cent. 
At the same time the consumers’ price index shows a rise in the food component 
of about 46 per cent to 48 per cent. I believe it is down a little now; perhaps 45 
per cent anyway. The simple mathematics of these figures would seem to 
indicate that farm prices of the products that go into the food index have 
increased perhaps 5 per cent to 7 per cent, and the marketing margin- 
—processing, transportation, distribution—has increased from 90 per cent to 100 
per cent. These are rough figures, of course, but they clearly present the general 
picture. From statistical calculations like these you can get many variations, as I 
am sure you have found out in our hearings, but this is a general picture, which 
is clearly present. 


It should be noted, incidentally, with respect to “built in maid services” as 
they are called, that adjustments are supposed to be made for this in the 
consumers’ price index. When you have things like the cooking and aluminum 
plates and packaging that go into a TV dinner, for example, these extras are not 
supposed to raise the consumer price index by their cost. The index, in principle, 
is supposed to measure the increase in price of a constant basket of products. 


This distinction between measuring changes in the cost of living and 
changes in consumer prices has, of course, been gone into by the committee and 
is understood. The point we wish to make in this connection is that many people, 
including many farmers, feel that there is a tendency to indentify as price 
increases what are really increases in goods and services, such as more process- 
ing and packaging or, as in meats, more trimming. If this were true the price of 
good would, to many consumers, seem to have gone up much more than it — 
actually has. 


At the same time, the share of the consumers’ income spent on food has 
declined over the years, as is also well known to the committee. I so far as 
people are not on the whole eating any more actual food in pounds than they 
used to, then as real incomes rise it would be expected that the share of that 
income spent on food would decline. This is in fact what has happened with food 
expenditures declining from between 24 per cent and 25 per cent of personal 
income in 1949 to 22 per cent more recently. This has happened also in spite of a 
definite shift of consumption to more expensive food—away from breads and 
twoard meats, vegetables and fruits for example—and in spite also of the fact 
that many foods are now purchased in a more costly form, that is to say one to 
which more processing and packaging has been applied. 


While we are altogether in favour of reducing excessive costs of food 
distribution where they exist, of improving the ability of the housewife to know 
exactly what she is buying and of protecting the consumer from misrepresenta- 
tion and promotion that does more to confuse than to inform, we do not, frankly, 
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view the food price situation as a critical problem in the nation. As the balance of 
this submission will show, we do not by this mean to be unsympathetic. The 
farmer is a consumer too, and feels strongly, as all consumers do, about rising 
costs and prices. We will be recommending that the work this committee has 
started should be continued and extended. We do, however, feel that a fair 
perspective should be retained in this matter, and that perspective is this, that 
we are living in a period of increasing affluence, and in broad terms the 
generality of consumers are not presented by an increasing inability to properly 
feed themselves and their families. That there are underprivileged people in the 
country, with very real income problems, is true of course, but that is another 
matter on which we will touch later. 

Having made these general observations, we have a few basic observations 
and recommendations to bring forward. 


The Level of Prices to the Farmer: 


1. The level of farm prices compared with other things has been deter- 
mined, basically, by two factors, both tending to limit price increases. I am 
talking now about recent history, and not so very recent at that actually: 


(a) The rate of increase in productivity in agricultural production, 
which, as has been pointed out by the Economic Council of Canada, has 
been higher than for industry generally. 


(b) The fact that the ability of agriculture to produce has been rising 
in the post-war period faster than the commercial demand for its prod- 
ucts, resulting in a persistent downward pressure on prices, and a lag in 
farm incomes as farmers have been forced off the farm through this sort 
of economic attrition. 


Both farmers and consumers should legitimately share in the benefits of the 
first factor; that is, improved productivity. The benefits available from produc- 
tivity improvement should continue in the years ahead. The Economic Council of 
Canada report points out that the extent to which productivity in agriculture 
increases will be the basic determinant of what consumers can expect in the 
years ahead to have to pay the farmer for the raw materials that go into their 
food purchases. This is really a specific application of the general truth that 
growth in productivity in all sectors will be the basic determinant of our 
standard of living. 


As far as the second factor is concerned, namely the chronic income defi- 
ciency of the farmer, this cause of relatively low farm prices is one that must be 
eliminated. There are several considerations pointing hopefully to its elimina-_ 
tion. The first is the steadily, though slowly, increasing improvement in market- 
ing organization for farm products. The second is the fact that, more and more, it 
will simply not be possible to expect farmers to produce for sub-standard 
returns. One reason for this is that as their cash costs rise in relation to their 
total production, the extent to which they can tighten their belts and accept a 
lower income is strictly limited. With narrower per unit margins of profits, poor 
prices mean not only lower incomes but cash losses which cannot be borne. Un- 
stable prices become increasingly intolerable. The second is that as the nation, 
and indeed the western world, grows more wealthy, and as employment oppor- 
tunities increase, and the farm labour force continues to decline, we will increas- 
ingly move into a phase where it will be necessary to pay more adequate prices 
to attract into agriculture the labour, management and capital that will be re- 
quired. It will be necessary to pay more adequately to bring forward production 
rather than to allow prices to be depressed to restrain production. Evidence of 
the attractiveness, relative to farming, of other occupations is the continued, and 
in fact accelerated, decline in the number of farmers in very recent times. From 
1964 to 1966 the number of self-employed farmers in the labour force declined 
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by 60,000 farmers—a startling rate of decline of about 8 per cent or 9 per cent 
per year. That is in the last couple of years. 

When we say that more adequate prices will have to be paid in the years 
ahead for primary products as they come from the farm, we mean that relative 
to other prices the prices paid to farmers will almost certainly have to be 
somewhat higher. 

From a consumer point of view this may seem to be a somewhat pessimistic 
outlook, but we do not think it should be viewed that way. Continued improve- 
ment in productivity can be expected in agriculture and the consumer will reap 
the benefit of those increases. But to meet the growing Canadian and world 
demand for food over the next decade or more, the deficiency of income which 
the farmer has experienced for many years will have to be corrected or else the 
necessary labour, management and capital will simply not be attracted into food 
production, or held there, in competition with the other demands that our 
expanding economy is making upon our resources. This is true whether looked at 
on a Canadian, a continental or a world basis. 

We would emphasize also that we are talking here about prices for farm 
products at the farm, not retail food prices. The impact upon food prices of 
generally improved price levels for farm products, and therefore upon standards 
of living, will not be excessive or burdensome in the years ahead in our opinion. 


As far as farm levels of food prices are concerned, then, the consumers’ best 
protection will continue to be, as it has been in the past, continued steady 
increase in efficiency and productivity in agricultural production. Farmers are 
not against this, although a good many have felt that as an answer to their 
income problem this increase in productivity has not only been over-emphasized, 
but has been a contributing cause of that problem. Nevertheless, the view of the 
federation is that what is needed, in everybody’s interests, is steadily increasing 
farm productivity plus more effective means to ensure a fair and stable price to 
the farmer for what he produces. 


Some of the means whereby productivity is improved are scientific research 
and development, education and extension, farm policies which encourage, and if 
necessary directly assist, improvements in farm capital, better training of farm 
labour management, and the setting up of the most economic family farm 
enterprises. Farmers support all such efforts, and believe they deserve the active 
support of the people of this country. The Canadian Federation of Agriculture 
has in the last two or three years held major national conferences on hog 
improvement and on beef improvement. It has played a leading part in pressing 
for the establishment of the Canadian Rural Development Council. It has under- 
taken extensive enquiry into the way agricultural research is carried on in this 
country, with a view to its improvement. It is becoming increasingly concerned 
that the problem of agricultural education, which is inadequate in Canada and 
has been for many years, should be much more aggressively tackled. None of 
these things give overnight improvement, but in the success of them all the 
consumer has an absolutely vital interest. We mention the above aspects of the 
work of the federation to show that it does take an interest. in these questions of 
improvement in productivity and efficiency. In the success of such efforts the 
consumer, as well as the farmer, has a great stake. 


The Marketing Margin: 


2. All this, of course, deals only with the farm component of the cost of food. 
As to the marketing margin—processing, transport, wholesaling, retailing—al- 
though the farmer does get involved in these questions, and will continue to, the 
matter is primarily a concern and responsibility of the consumer rather than of 
the farmer. We do not have a settled view on whether the marketing margin is 
excessive or not, or if it is of exactly why. If it is excessive we are in favour of 
something being done about it. 
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In order to do something about marketing margins, the parts of the problem 
must be identified. First of all, there is the question of productivity, just as is the 
case in the farm sector. While we hold no brief for excessive profits, it is 
nevertheless unquestionably true that the big savings over the years ahead must 
lie in reducing costs of processing and marketing and not in eliminating profits. 
There is not that much in it over a long period of time. 

It would be very unwise to assume that in transportation, in processing, 
wholesaling and distribution methods, and in the organization and practices of 
retailing close study and research into better and more efficient ways of doing 
the job would not pay dividends. We would recommend that this committee 
should give very close attention to recommending that machinery be established 
for intensively and continuously examining the state of productivity, costs and 
technology in the food distribution business. This should be done not only so that 
we will know what is going on, where the costs are, but so that new and better 
ways of doing the job may be uncovered and explored. If one is to assume that 
the processing and distribution industry will always, by itself, come up with the 
right answers, and come up with them as rapidly as is possible, and that the 
necessary research in the distribution field will always be done within the 
private sector, then such machinery is perhaps not needed, for these purposes 
anyway, but we suggest that this is almost certainly a wrong assumption. 
There is a public stake and a public responsibility in searching out and fostering 
the application of improved technology and better forms of industry organiza- 
tion. 

What do we mean by “machinery”? We mean that a commisison or some 
form of adequate institution is needed to build upon the work that this commit- 
tee is doing and to carry it forward. It would examine research needs to, do 
research of its own, and in this way to point the way to improvement. We are 
inclined to think that for this purpose the commission, or institute, form of 
organization, with a degree of independence to work and to publish, is the most 
appropriate form. The departmental structure is not best suited to the functions 
of continuous enquiry, research and accompanying publication of findings. We 
stress publication because the information and education aspects of such an 
endeavour are critical. 3 

It may well be also that such an institution should embrace not only 
food but the general field of consumer goods and services. Many of the 
problems found will be related, and many will be experienced in common 
by several sectors of the distribution field. We do not think such an institution 
should assume regulatory functions in addition. Such regulatory functions are 
of a different order, and do not go well with the jobs of research, enquiry and 
information. 

This brings us to the question of regulation. There are dangers in the heavy 
regulation of advertising, promotion, container sizes and such things; we recog- 
nize this. It would not do to obstruct progress through excessive regulation, 
therefore getting a rigid system that does not allow for innovation. We strongly 
feel that a major element in consumer irritation and frustration lives in the 
bombardment of advertising, “free” offers, promotions and gimmicks to which 
they are subjected. This is aggravated by a corresponding absence of solid 
information. Intensive efforts should be made to develop means of getting 
objective and detailed information to the consumer about the products he buys, 
and wherein value lies. The commercial advertising process is not well adapted 
to doing this, to say the very least. On the whole we think that combined with 
and supporting better information there is a place for more enforced standar- 
dization of package size, for better information requirements on labels, for more 
rigorous regulation against misleading or totally non-informative advertising, 
and for banning of trading stamps and other promotions. We do not underesti- 
mate the difficulty of these things, but we do think they should be enquired into 
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very closely in all their aspects. Here again, our proposed commission or insti- 
tute has an important function, not itself to regulate, but to do research and en- 
quiry into the possibilities, dangers, benefits and possible costs of such regula- 
tion. We recognize also that a good deal of the improvement needed relates 
to the non-food portion of the sales of food stores. In the food field itself a 
very cnsiderable degree of grading and consumer quality protection iS. Of 
course, already provided. 


Food Pricing and Inflation: 


3. The problem of inflation should be sharply distinguished from the prob- 
lem of eliminating excessive costs, and of the encouragement of improved 
efficiency and productivity of the kind which we have been discussing. Infla- 
tionary pressures in the economy put an upward pressure on all prices, although 
at particular points of time these pressures may be heavier on particular sectors, 
or there may be additional factors—for example, a high or low point in the hog 
price cycle—which add to or reduce the price increase at that point of time. The 
inflation issue is a very large one, of course, on which the federation does not 
pretend to have extensive views. Like everyone else it is against inflationary 
increases in the general price level, and accepts the basic objective of economic 
policy to limit these increases without at the same time doing so at the cost of 
excessive unemployment or economic stagnation. The main point we want to 
make is that we do not see that the food price question has any special 
characteristics different from other sectors of the economy, so far as dealing with 
this problem of inflation is concerned, and do not see that in the context of the 
inflation problem any special action directed to the food sector is required. 


Food as an Essential of Life: 


4. Food is a very sensitive commodity—group of commodities is a better way 
to look at it—of course, in so far as consumer reaction to it is concerned. The 
process of daily purchases makes consumers very aware of price increases when 
they occur. The enjoyment of abundant food of high quality is considered 
practically a basic right, as well as a necessity, and the pressure of rising 
prices on incomes, when it occurs, tends to result in considerable and perhaps 
excessive attention to the food part of the budget. In this connection we want 
to make two points: 


(a) As we have indicated, we do not think that food prices can 
be termed excessive in relation to the prices of other goods and serv- 
ices. Nevertheless, it must be granted that the very considerable size 
of the increase in the farm-retail margin is something that deserves the 
most intensive examination so that we may know exactly what is happen- 
ing and look for ways of eliminating unnecessary costs. 


(b) Food is a basic necessity in nutritional terms, and also in terms 
of the need for quality and attractiveness. In so far as there may be a 
problem of people not getting enough to eat of the proper kinds of food, as 
a result of inadequate incomes, we would emphatically state that this is a 
problem that should be corrected. But this is not a problem of high food 
prices. It is a problem of low incomes, and should be tackled by means 
designed to correct such purchasing power deficiencies as a matter of 
social policy. 


The World Food Shortage: 


5. There is, and rightly, an increasing awareness of the growing require- 
ments for food in the world, and the grave dangers that these food requirements 
will not be met without extraordinary efforts to meet them. Already these 
pressures are showing up in sharply reduced world food stocks of grains, and the 
outlook is that both in the form of increased commercial demand, and in the 
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form of food aid requirements, there will be a rising demand for food that will, 
perhaps, finally ease the chronic surplus problems of the industry. For this 
reason also it would be unwise to anticipate that depressed farm prices in the 
future can be expected, as they have in the past, to cushion and obscure the 
rising costs of processing and distribution of food where these occur. 


The Complexity of Price Behaviour: 


6. It is well to remember, in connection with food prices, and in fact for 
consumer prices generally, that there is not a uniform price experience for all 
products. The variations are as numerous as the products, each reflecting par- 
ticular conditions. For example, the price of wrapped bread shows a very large 
increase of 90.1 per cent compared with 1949, larger than for the vast bulk of 
other food items. Yet here is a case where the basic raw material, wheat, 
accounts only for 3 cents to 4 cents of the price, and between 1949 and the 
present there has not been enough change in prices of wheat to account for so 
much as 1 cent of change in the price of a loaf of bread. 


There are other interesting things. In September of this year, the price of 
eggs at wholesale was only 90 per cent higher than it was about 30 years ago in 
the period of the great depression. On the other hand, the price of steers is at a 
level four times as high as in that period. This does not prove the price of steers 
is too high. It is not. What these figures, looked at cover such a long time period, 
clearly illustrate is the very important impact of different rates of productivity 
improvement in different commodities. The well known explosion in scientific 
advance in the poultry field is strikingly demonstrated by these figures. Also 
strikingly demonstrated is the point made earlier in this paper that the consum- 
er’s best protection is improvement of productivity over the years. This does not 
mean, of course, that the same improvement in productivity can be expected, or 
is even possible, in every commodity. Nor does it mean that new scientific 
possibilities can be applied with equal rapidity in every industry. 


Conclusion: 


By way of concluding remarks, we would like to re-emphasize our basic 
point, that the work of this committee, as an educational, fact-finding and 
policy-exploring endeavour, is very much to be welcomed, and we feel that a 
major need is to ensure that all the works that is being done by this committee 
shall be a starting point for a continuing program of research, investigation and 
education in the consumer, and particularly in the distribution, field, perhaps 
along the lines we have suggested, although we are not dogmatic about the exact 
institutional system that should be adopted. As a further suggestion, it would 
seem to be a very appropriate thing to have this committee of parliament on a 
continuing basis also, so that the commission or institute we are proposing could 
report to the committee and have these reports considered in a systematic way 
over the years. Much is said these days about the need to take account of the 
consumer interest in the workings of our economy. As in most other such things, 
progress can best be made if means are provided so that the effort to serve that 
interest can be sustained and made systematic. 


Co-Chairman Mr. Basrorp: It is nice to know that someone loves us! 


Mr. ALLMAND: Mr: Kirk, I am not an expert in farming, although there are 
many here who are, so I shall ask questions which may seem a little basic to you. 
In categorizing farms, do you distinguish the commercial farm from the family 
marginal farm that farms a bit, sells a bit, and maybe some who live there work 
in fixing roads and doing other things? Do you make this distinction in de- 
termining the profit margin of farms, or do you put them all in one big group 
and judge them all together? 


Mr. Kirk: It depends upon the kind of work you are doing and for what 
purpose. When you talk about profit margins, if you are trying to assess the 
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incomes of farmers for a year’s work or for a month’s work on an aggregrate 
basis looking at the whole picture, then the kind of calculation we have made in 
the past has been to take the labour force survey figures—that is the monthly 
estimate of where people actually were working a week before—and use these, 
not the number of farms but the number of people self-employed in farming, 
and divide that by the net income, which is a sort of return to a year’s work. 
That is one way of doing it, and when you do that you do get the sum of all the 
farmers, but you get a much smaller number to divide into, in number of work 
years, than the number of farmers in the census. 


Mr. ALLMAND: I ask that because we know from the poverty studies in the 
Lower St. Lawrence, men who have owned farms, who work a bit in the forests 
some part of the year and fish a part of the time, make very low incomes, 
whereas you have big commercial farms, such as in Western Ontario and the 
west, and so forth, which might make very good profits, and if you lump them all 
together it it difficult to judge the exact position of the farmer. That is why I 
ask the question. 


Mr. Kirk: I understand. On that point I think the thing I should say is this. 
Of course you do get wide variations in farm incomes in farming. You also get 
wide variations of ability in farming, and the income in farming is in part a 
return to management. If you are talking about assessing whether farm incomes 
are adequate, or not, if that is what you are getting at— 


Mr. ALLMAND: I would like to know about commercial farms, farmers who 
farm as a full-time occupation and are not obliged to go into other things to stay 
alive. I would like to know the situation of those in commercial farming, 
full-time farming. 


Mr. Kirk: Well, their situation is that their income has been improving 
somewhat over recent years, but it is not very good. The evidence is, in pork, in 
beef and in dairying—and I am sure this would be true in other fields—as we say 
in our brief, that prices are going to have to be better or the production will not 
be forthcoming. Increasingly this will be so, because farm incomes have not been 
and still are not all that good. 


Mr. ALLMAND: When other food industries have come before us we 
have asked what is their dollar profit, how much percentage profit on a dollar 
of sales they make and what has been their return on capital investment. Do 
you have any figures like this for the commercial farming industry, what their 
return on a dollar of sales would be and what their return on capital invest- 
ment would be? 


Mr. Kirk: No, I don’t, I am sorry. The work that has been done on farm 
incomes, per farm income, has been very inadequate in this country, and our 
organization has not had the resources to do the intensive work on that that we 
would like to have done, so I do not have those figures. 


Mr. ALLMAND: It would also appear to me as a layman that the day will 
have to come when we shall have to move away from the family farm and farm 
on a commercial basis, as we do in everything else; in all other industries we 
have had to move away more or less from the family enterprise into the large 
corporate enterprise or large-scale operation, where even though the margin 
might be small the volume becomes so large that adequate profits are made. 

It seems to me that now in farming—I may be wrong here—that we have 
too many small units, and therefore you have to increase the profit margin by 
quite an extent to give a farmer an adequate income compared to everybody 
else; whereas if we moved into larger productive units the volume would be 
sufficient, the economies of scale would apply, to be able to make an adequate 
income over the large area. Why is there a continual demand that we must 
support family farms? Why do not we willingly go into large-scale farms? 
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Mr. Kirk: I would say two things in answer to that. First of all, the 
differences in the incomes received by different farmers in different positions, 
which you are talking about, do not reflect the fact that farm prices are too high 
for the best of them, that there is exorbitant profit at one end and they have to 
be kept up there to give an income at the level of the less efficient farmers. What 
has been happening is that the less efficient farmers have not been making 
anything at all, and farm prices are not too high for the good farmers. That is the 
position. 

Mr. ALLMAND: What I am suggesting is that maybe farmers would make the 
income they should make if they went into farming on a larger scale than they 
are now, as happened in other industries. 


Mr. Kirk: The point is that there is a very rapid adjustment going on all the 
time in agriculture. What this brief does say very firmly is that we do support 
continued productivity improvement in agriculture, and that is what you are 
talking about. 


Mr. SmitTH: Do not you think that what Mr. Allmand is saying is reflected 
and perhaps answered by the fantastic scarcity of farm labour and the difficulty 
farmers have in employing labour on non-efficient farms at competitive prices 
with industry, and finding it? 


Mr. Kirk: Sure it is. Farm wage rates have had a‘hard time being competi- 
tive, even for people who employ labour. They are not, as you say, competitive. 
Of course, on this family farm business and “farming as a way of life’, the truth 
is that there is not very much evidence that the very large corporate form is a 
more efficient form, broadly speaking, than the family form of enterprise. 
“Family farm” is a very flexible definition. There is a whole wide range of farm 
organizational sizes and the number of employees. There are family farms that 
hire quite a few people, and quite a few at one time of year. I do not know what 
this ‘“‘way of life’ thing means. Being a farm lobbyist is a way of life, but it is not 
a subsistence existence either. 


Mr. ALLMAND: I was asking my questions not only out of my own ignorance 
but, I must say, out of the ignorance of a lot of city people, and I just wanted 
you to explain it a little more. 


Mr. KirK: You see, our farm policy in this country has not been geared 
basically to retarding agricultural adjustment. That is the other aspect I want to 
point out, which perhaps is one of the questions you are asking—Are we 
seriously retarding agricultural adjustment? 


Mr. ALLMAND: That is correct. 


Mr. Kirk: I say we are not doing so; that has not been the impact of our 
farm policy. 


Mrs. MAcINNIS: Before we leave this subject I should like to ask what you 
mean, Mr. Kirk, when you talk about a family farm? Is it measured by bodies, or 
acres, or what? What is it? 


Mr. Kirk: I am not talking about anything. I did not use the term in the first 
place, because we get into terrible arguments about it and it is very difficult. 
Everybody has his own definition of a family farm. My personal definition of 
a family farming enterprise is that I think it is really a sociological ideal more 
than anything else; it is a concept of equal people, independent workmen in a 
generally similar occupation living in a society of equals. That is the ideal it 


reflects, and when you have said that you have said most of the important 
things about family farming. 


Mr. ALLMAND: Perhaps I might add this so that you know what I mean. I 
mean farms run by sole proprietorship, or a partnership as in other types of 
business, as opposed to the large corporate enterprise where the machinery and 
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capital used in the enterprise are bought and financed in the same way as 
machinery and capital in other enterprises. 


Mr. Kirk: The only data I have seen on that—which I do not have with 
me—recently has been U.S. data, and the U.S. data indicates that over recent 
years, the last ten years, or something like that, the number of truly corporate 
enterprises that you are speaking of has declined as a proportion of the total 
number of enterprises, and even as a proportion of the total amount of produc- 
tion produced from those enterprises. 


Co-Chairman Mr. Basrorp: Mr. Allmand’s definition could include a half- 
million dollar wheat operation. 


Co-Chairman Senator CROLL: Mrs. MacInnis, would you like to clear the air 
for a while? 


Mrs. MAcINNIs: I have a letter here that I would like to get an answer to. It 
is from a farming person who believes that the greatest cause of deserted farms 
is the manipulation of prices by the big buyers of farm products at harvest time, 
giving farmers low prices when the stuff is in plentiful supply. Is that a real 
cause of driving farmers off? 


Mr. Kirk: No, I do not think it is as basic as you indicate. I think it is a real 
problem in many cases, you understand. I think the problem of instability of 
price is a problem, but I do not think it is a root cause of the persistent low 
incomes. I think the root cause has been that we are producing more than people 
would buy at a good price. I do not think the seasonal fluctuation question and 
the speculation element has been a root cause; I think it has been a problem, 
but not a root cause. 


Mrs. MacInnis: I gather from your brief that you believe food prices at the 
farm are not only not too high but they are not high enough, when they leave the 
farm. Now I want to question you about marketing margins. Do you believe, Mr. 
Kirk, that there is a great deal of waste in the marketing process, including 
advertising, gimmicks and so on, which puts the price between when the product 
leaves the farmer and we buy it in the store? 


Mr. Kirk: Well, as I say, your committee knows much more at this stage 
about the actual extent of those margins. 


Mrs. MAcINNIs: But from the farmers’ angle, do the farmers believe this? 


Mr. Kirk: Yes, I think that farmers do, and I do too, I personally. I do not 
think that advertising expenditures are very productive, and I think there is a 
great deal of it, though what is the percentage of the total at the retail level, at 
the level of brand advertising, and so on all down the line, I do not know. Of 
course, we have organized groups who advertise themselves for specific reasons. 


Mrs. MAcINNIS: Would you think we would be productively employed on the 
committee in considering a suggestion put before us some little time ago, of 
either having a tax on advertising or else not allowing these big firms to deduct 
all the advertising as an expense when they are paying their taxes? Is that a 
good line of work to pursue? 


Mr. Kirk: I do not know the answer to that, if there were a tax on 
advertising. I would be very unhappy if a tax on advertising back-fired and 
raised the cost of food rather than lowered it because the advertising was that 
much more expensive to put on. I do not know exactly what the effect would be. 


Mrs. MAcINNIS: What I am trying to get at is whether you could give us 
some advice on cutting out some of that fat or water, or whatever you like to call 
it, between the product leaving the farm and reaching the store. Some of us feel 
that the prices are too high in the store, and we know that the price of food has 
gone up twice as much as the price of any other basic item of living in the last 
eighteen months. I wondered if you had any solution as a farming group for 
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cutting out some of the tissue between when it leaves the farm and when we 
buy it in the store? 


Mr. KirRK: The only solution that we have proposed, as we point out, is that 
you set up an institution on a continuing basis for going into these things and 
answering questions such as the tax on advertising that you raised. I do not 
know the answer. The essence of our proposition is that we should find out the 
answers, that there should be means to analyze such proposals adequately. 


Co-Chairman Senator CROLL: What have you got in mind? What are you 
thinking of? I was very struck by your description, I thought of yourself, when 
you talked about a farm lobbyist. I think that was the term you used. What are 
you thinking about when you suggest that this committee continue on a 
permanent basis studying various problems, dealing with consumers I gather 
and what-not? What are you thinking? 


Mr. Kirk: I think for one thing that because the question of price rises is a 
recurring question it should be under continuous review, data should be kept 
and all that sort of thing, so that you know from year to year and you get a 
report before this committee about it. That is one thing. 


Co-Chairman Senator CROLL: Would not a consumers’ department some- 
where do that very job? 


Mr. Kirk: A consumers’ department? What we have suggested is that if you 
are talking about a field for enquiry and publication—and we think the educa- 
tion and publication aspect is essential to it—we think this is not essentially an 
administrative process or a regulatory process, and we question whether the 
departmental structure, which is the proper structure for many functions, is the 
proper structure for this one. We are inclined to think not. 


Co-Chairman Senator CROLL: Then you put it on the basis of its educational 
value; it is “instant”? government sort of thing; there it is and you deal with it 
immediately. Those two particularly? 

Mr. Kirk: That is right. 

Co-Chairman Senator CROLL: Is that how you put it? 


Mr. Kirk: That is right, and we are suggesting there should be a way of 
reviewing these findings by a group of members of parliament. 


Mrs. MAcINNIs: On page 11 of your brief you deal with the question of food 
being a basic necessity in nutritional terms, and you say that this is not a 
problem of high food prices but is a problem of low incomes. Suppose we admit 
that food prices are not too high, for the sake of argument, for most of the 
people—although it is an admission I will not accept because there are too many 
people concerned. What would you do in the line of machinery to look after the 
nutritional needs of people for whom food prices are too high? What is your 
means of dealing with their nutritional needs? 


Mr. Kirk: I am sorry, but I do not have an answer. What I have a mandate 
for is the broad principle of social policy that people should be fed. If you ask me 
for a specific policy mandate from my organization—and I try to speak for my 
organization—as to whether we are talking about a minimum income policy or a 
food stamp plan, or this or that, I do not have an organizational position on a 
particular means of meeting that. 


Mrs. MAcInNIs: As an individual, let us say, what methods could you tell us 


could be used? Let us not even ask you to commit yourself, what methods could 
be used to look after the nutritional needs of low income people? 


Mr. Kirk: Well, I have just mentioned two of them. One is a food stamp 
plan, where you focus on food and say that because a family has a very large 
number of children plus a low income it is in a difficult position from the point of 
view of nutrition. Then you institute what amounts to a subsidy system through 
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food stamps or something for food purchasing. Now, this is a program that has 
been going on in the States for many years, and is expanding year by year. 
Another way is not to try to intervene in what people are spending their money 
for. Your can just say, “We will see that everybody gets enough to live on.’”’ But 
I do not have a view. I do not even personally have a view on this because it is a 
very complex field which needs study it is high policy. 


Mrs. MacInnis: It is a field which will have to be dealt wtih, because if food 
prices are not too high for the generality of people, we are all getting evidence 
that they are too high for a great many people in low income groups, old-age 
pensioners and people with low incomes. If you do not want to go on with that, I 
would like to get your ideas in regard to standing up to these big retailing and 
wholesaling chain stores. What is your impression of the merit in Canada of 
co-operatives, consumer co-operatives, as a means of handling this? 


Mr. Kirk: Well, of course, my position on that is that I work for co-opera- 
tives and I am very much in favour of co-operatives as a means of tackling this. 
I did not introduce, and my executive did not introduce when we reviewed this 
brief the other day, the co-operative question into this, because we think in a 
sense it is subsidiary to the main thing we wanted to say as a farm organization. 
But work on, for example, research on new distribution and transport methods, 
where the costs are, and continuing work on really getting a clear picture of the 
distribution and retailing systems, could be an enormous stimulus to the co- 
operative movement, because it would know it might find ways of innovating 
and making breakthroughts through co-operative stores. 


You can look at co-operatives in two ways, and they have functions in both 
senses. One is to be a means of controlling the making of excessive profits. The 
other function of a co-operative may be that it makes innovations, valuable 
innovations in the way the food is distributed, in the system, that goes beyond 
the actual profit question. There is a co-operative in Ottawa, as you know, based 
upon a whole new principle, that is designed, not so much to set up the same 
kind of retailing and eliminate profits, but to set up a different kind of retailing. 


Mrs. MacINNIs: One last question. I get brought to me very frequently the 
question: Is it too late in Canada with the big chains already established, as they 
are in our big cities, to hope to establish co-operatives that can have any hope of 
succeeding or of being a material factor in the situation? People will say, “That 
was all right in Britain and in Scandinavia, because they got in there before the 
big chains and stopped them having the whole field”’. Is it too late to do that sort 
of thing in Canada? 


Mr. Kirk: No, I do not think it is too alte. Or course, the co-operative 
movement keeps enpanding in western Canada. There is very little consumer 
co-operative development in eastern Canada, of this kind; there is some but not 
very much. I think the secret of success for a real breakthrough of the co-opera- 
tive movement is to make real breakthroughs in how goods are retailed; not just 
doing the same job, not just competing on the same basis, with the same 
promotional techniques, the same everything. 


Co-Chairman Senator CROLL: What do you mean? How? We are all prison- 
ers of the supermarkets. Now you tell us how we can break out of that. How do 
you retail except the way they do? 


Mr. KirK: The way this co-op in Ottawa is organized is that they price 
everything on the shelves at the wholesale price, at the price they pay for it, and 
the overhead is paid for on a fee basis, so much per person or per family per 
month. First of all the member knows what those goods cost the co-operative 
because they are priced at wholesale. Secondly, he has a direct interest in how 
many goods go on the shelves. That he can see, because the margin, the 
Overhead, goes up it he starts spending too much money, if it starts costing him 
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$1.25 per person instead of $1.15. The concept behind it is that the consumer will 
pay very particular attention to what it costs to market his products, and know 
at the same time what the expensive ones are and what the cheaper ones are 
from the point of view of what his co-op pays for them, and he will get it all 
straight. In this way we shall make much more rational decisions about the 
amount of shelf space for soap, how many brands of soap and all that kind of 
thing. 

Co-Chairman Senator CROLL: What has been the experience of those people 
who are part of it? 

Mr. Kirk: The experience is that the co-op started on this concept, and is at 
the moment expanding, but it is not a huge movement yet, you understand; it is 
one co-op, but that is an example. 

Mr. WHELAN: As a supplementary question to that, do not they volunteer 
their services in that store? They do not pay anybody; they all volunteer their 
services. Would not it be a similar thing if everybody was a pipe-fitter and— 

Co-Chairman Senator CRoLL: Wait a moment. Let us get the question. The 
question was, “Do they volunteer their services?” Never mind the pipe-fitters for 
the moment. 

Mr. Kirk: They started out on a voluntary basis, on a basis of voluntary 
work done, but I think they are moving now, as every co-op movement must as 
it gets to a certain point in size, to paying somebody, paying a manager. 

Senator McDoNnALp: How long has this co-op been operating? A month, or 
years? 

Mr. KrrKx: About a year, a year and a half, two years. 

Senator McDONALD: Do you have any personal knowledge of the consumer 
co-operative movement in western Canada? 

Mr. Kirk: Very little. I was a member of one for a number of years in 
Regina. 

Senator McDonaLp: Would you not say they operate in exactly the same 
fashion as any other chain store? 

Mr. Kirk: Well, no. You mean in terms of the way they run the business 
and put things on the shelves and so on? 

Senator McDoNnaALD: I mean the way they deal with their customers, their 
pricing, from start to finish. 

Co-Chairman Mr. BASForRD: Their merchandizing practice. 

Senator McDoNALp: The only difference between the federated co-op in 
western Canada and Loblaws is that the federated co-op is bigger and does not 
pay any tax. 

Mr. Kirk: Yes, that is right. 

Senator McDoNaLD: They send you a piece of paper once a year telling you 
they owe you so much money and you pay tax on it. 


Mr. Kirk: I think generally speaking that is true. My answer to Mrs. 
MacInnis’ question was that I think, the movement not having developed the 
way it has in western Canada in eastern Canada, you will not be able to make a 
big breakthrough with the co-op movement on the western Canadian pattern in 
eastern Canada without a new kind of innovation some place along the line. 


Mrs. MacInnis: Did you say in answer to the senator’s question that the 
only difference between the co-op way of doing business and the supermarkets is 
one of size? 


Mr. Kirk: No, I didn’t say that. I didn’t say anything. I think he asked the 
question but I didn’t— 


Mrs. MAcINNIs: I am sorry. I thought you were agreeing with the senator. 
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Mr. Kirk: No, I do not agree at all. I do not agree that the co-op basis of 
business organization is in any respect the same as the private basis. I believe in 
the co-op basis. When he says that looking at it as a store, what it puts on the 
shelves, how it runs its pricing and that kind of thing as a store, that it is hard to 
find radically different means of operation and methods of operation from the 
chains, then I am inclined to agree, from my knowledge. 


Senator McDONALD: Would not you say there is not any difference, not just 
radically? 


Mr. Kirk: No, I would not say that because I am not sufficiently acquainted. 
There may well be differences. One difference, of course, is the heavy promotion 
of the co-op brand, which is a house brand. 


Mrs. MacInnis: What is the main difference between a co-op and an 
ordinary store? 


Mr. Kirk: The main difference is that the customers own the co-op, and any 
earnings that accrue to the operation of the store belong to the customer. 


Mr. ANpDRAS: Do I take it then that after getting over the first hurdle, where 
they have voluntary help, which obviously could not last very long, ultimately 
the price comparison between a large co-op of the same scale as a large 
supermarket would be just that difference in the final net profit? 


Mr. Kirk: This will not always be true. It may be approximately true in 
some fields; it may not be quite so true in others. I think in the drug field, for 
example, here and there co-ops have made very considerable breakthroughs in 
lowering drug prices because they did not feel the same devotion to the princi- 
ples of pricing that the drug retailers tend to feel. 


Mr. ANDRAS: In the field of food co-operatives, we have had one example 
earlier today of a net profit margin after tax in the range of 3 per cent on sales 
volume. If the co-operative were operating in every other way on the same 
pattern, the same methods, as the supermarkets, with 3 per cent return on sales 
profit, would the only difference to the customer be the rebate of that profit, 
which is only 3 per cent difference in net cost of the article to the people who 
buy it, except the tax advantage which I know they have? 


Mr. Kirk: That would be the difference. 


Mr. AnpRAs: Are their methods of merchandizing that much different so that. 
their costs as opposed to their profit are lower? 


Mr. Kirk: I think that what the co-ops are aiming at, with I think probably 
varying success, is a simplification of the number of brands and so on. They do 
think in principle that a basic saving can be made if people would buy co-op, not 
only in terms of the co-op store, in terms of what is on the shelf, but if they buy 
the co-operative label. In evidence before this committee you have this semi- 
mystery of the difference between the price of the house brand and the price of 
the nationally advertised brand, and that has been one of the co-op principles. It 
has also been a co-op principle in general that they should be able to avoid the 
cost of advertising. Now co-ops do advertise, some of them have found they 
Should and some of them do, but they do not advertise extensively. I do not 
remember if Sherwood had full-page ads; maybe they do now in the daily 
papers. Maybe they do now, but I do not know. 


Mr. ANDRAS: Just as a matter of interest, Mr. Chairman—I regret that I have 
not been able to be on this committee as often as I would have liked—has there 
been any co-operative before this committee with a breakdown of cost similar to 
the one we saw today? 

Co-Chairman Senator CROLL: Not yet. 


Mr. ANDRAS: Would that be possible? 
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Co-Chairman Senator CROLL: Yes, they have written us and asked to 
appear, and we are trying to make some arrangements with people like the 
co-ops and the fish people. 

Mr. ANDRAS: With a breakdown of operating costs, balance sheet and so on? 


Co-Chairman Senator CRouL: If they are asking to come naturally they will 
disclose whatever others have disclosed. 

Senator CARTER: Supplementary to the recent questions, is there any co- 
operative farming in Canada to any extent from the production end? I know you 
have co-operative marketing, but are there any co-operatives based on produc- 
tion in farming? 

Mr. Kirk: Yes, there are a number of co-operative farms in Saskatchewan. I 
am not really up on the current situation there. Then, of course, there is a good 
deal of co-operative—some of it official co-operatives, some of it really just 
informal co-operatives—production activity in farm machinery and particular 
facets of farm business, but there are some full-scale co-operative farms. 


Senator CARTER: Do you know if that is growing? 


Mr. Kirk: Well, I do not think it is growing at a rate that is making any 
significant impact on the general picture. 


Senator CARTER: Perhaps I have got the wrong term, but the one that sticks 
in my mind is “vertical integration”. What I want to describe is the situation 
where the meat packer or the food processor owns the farm. From the consumer 
point of view do you think that is a good thing that should be extended? 


Mr. Kirk: From the consumer point of view? 
Senator CARTER: Yes. 


Mr. Kirk: No, I do not see why this should be of any particular advantage to 
the consumer. I do not set why the cost cannot be just as effective with a 
properly organized production-distribution system in which the farmer owns 
his own farm. 


Senator CARTER: Do you think that the prospect of higher prices for farm 
produce, which has been prophesied for the future, and which you yourself take 
for granted in your brief, will tend to perpetuate the marginal farms? 


Mr. Kirk: No, I don’t; no, I do not think it will tend to perpetuate them. 
First of all, the land will be worth working by good farms, and marginal farmers 
will still not be making the kind of earnings that they should be making, and 
they will either have to stop being marginal farmers or be better than marginal 
workers some place else. That is the whole principle of a good manpower policy, 
which should be applied to agriculture as well as any place else. I do not think 
that the farm productivity adjustment will be held up by improved prices. No, I 
do not think so. 


Senator CARTER: You have repeated over, and over, and over again in your 
brief that the answer to the problem is productivity; you have had tremendous 
productivity on the farm which has benefited everybody, and then the farmer as 
a consumer has a stake in higher productivity in what you call the marketing 
operation, the processing, transportation and distribution. You do not give us 
examples of where you think these things can be improved. Have you any 
suggestion at all as to what could be done in, say, transportation or distribution? 


Mr. Kirk: No, I do not. I know that conditions can occur where there is 
excessive cost in the system. For example, studies have been made in recent 
times in the milk distribution industry in Quebec. We had it reported to a 
meeting last week at the Agricultural Outlook Conference by an assistant deputy 
minister in Quebec that they had made a study of the dairy processing industry 
and had found just as wide a range of efficiencies in milk processing in their 
province as there were among the farmers producing the milk, that it was not 
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just uniform. It is a very complex thing. In overall planning studies done by the 
B.A.E.Q.— 


Mr. CHABOT: Bureau d’Aménagement de l’est du Québec. 


Mr. KIRK: The Quebec East planning institution looked at this dairy 
processing business and found it needed a lot of rationalization, that there were 
too many plants. That is a productivity question. Now, I do not know whether 
food is being efficiently and effectively handled, but I do know that it can be 
important to work at it. CNR did not hire one of the leading scientists of Canada 
to work for them for nothing; what they hired him for was to look at the 
fundamentals of the technology of railroading, to try to do something better than 
was done before. It does not follow automatically that if you are in business you 
always know what is the best thing to do unless you work at it and try to do it. 
That is the whole principle of industrial research. 


Co-Chairman Senator CROLL: I have been saying that to “‘farmer” Whelan 
for a long time but he does not believe me, I cannot convince him. 


Mr. Kirk: The essence of our brief is this. I am no expert in the transporta- 
tion business, but I do firmly believe that it is important to look at these things, 
and it is important to get the research done. I suspect that the distribution 
industry and the transportation industry may not have adequate research pro- 
grams, and somebody had better get them one. 


Senator CARTER: When you draw the parallel of an increase of 5 per cent 
to 7 per cent in the food index on farm prices as against an increase of 90 per 
cent to 100 per cent in the marketing processes, you are implying that there 
must be room for improvement in this productivity, are not you? 


Mr. KirK: You see, we said that in the price index you are not measuring 
anything except the same product. You are not measuring changes in the 
product. But this is not true in the sense of a certain service component of the 
product. It is not true that you are not measuring parking lots, real estate, 
advertising services. It is true you are not measuring changes in the materials 
that go into packaging. You certainly are measuring changes in the costs that go 
into the supermarket set-up; you are measuring that, and I think the data shows 
that, for example, locational costs have been a significant factor in the increase in 
retail margins. 

What about these locational costs? It has always seemed to me that one 
feature of the distribution system has been that it has a tendency to add costs in 
the form of service, in the competitive process, and these can be competitive 
factors in the process of adapting. You have got a better and more expensive 
store and people say, “Well, that’s a nicer store. We will go there.” Then 
everybody has to get one and you end up with a higher cost of stores. This is a 
characteristic of the distribution system that is not a characteristic of manufac- 
turing per se. 

Senator CARTER: Everybody who has appeared before us, all the chain store 
operators, tell us that is why they have done this and got bigger stores and better 
equipment, in order to improve productivity. 

Mr. Kirk: Well, it may be true. I do not know. But I do think, as I think you 
think, that the margin has gone up quite remarkably, and I am not at all clear 
really why it should be so; I do not know. 


Co-Chairman Senator CROLL: If I recall the evidence correctly, A & P, who 
placed emphasis on the product and the price, did it in stores that were less 
ostentatious and were selling cheaper and making more money. That is my 
recollection of the evidence before the committee, and I think we ought to 


consider that. 
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Senator CARTER: On the other hand, we have had manufacturers who have 
improved their warehousing so that they could handle their goods in better 
ways. That is all in the process that you refer to in your brief. 


Mr. WHELAN: Is the real concern of farming organizations the problem of 
feeding the world? Is this a real concern of farming organizations? 


Mr. K1rK: Do you mean do farm organizations really care about the world 
being fed? Is that what you mean? Or do you mean are we deeply interested? 
We are certainly deeply interested in it. We certainly are deeply interested in 
this problem. It has profound implications for farmers. 


Mr. WHELAN: Do you feel we will have the ability to feed the world? 


Mr. Krrx: I have never seen any evidence that it was not technically 
possible to do it. I think that the developed countries will not by themselves 
increase their production enough to feed the world adequately and continuously. 
The developing countries must increase their production. They must. Now, there 
are enormous problems and difficulties here. There have been reams and reams 
and reams of stuff written on it, and what I find out is that it needs a most 
massive and most intelligent effort to see that this food is produced. I am 
certainly, and our organization is certainly, in favour of this effort being made. 


Mr. WHELAN: Do you feel that in our own country of Canada we are losing 
too many of our people that have ability to produce food, agricultural producers 
who are leaving the farms? I gather from your brief you maintain—and Dr. 
Deutsch I believe said the same thing—that production was the main thing that 
would offset the high cost of the products and offset inflation, that you had to 
have certain peak productions to maintain your output so that you did not have 
to worry too much about inflation. 


Mr. Kirk: I am the last one to scrap with Dr. Deutsch. I think that regular 
increases in productivity help the problem of doing what is necessary to prevent 
inflation, but I do not think it necessarily by itself prevents. it. The inflation 
question is much more than that. On the question whether good people are 
leaving the farms: I think good people are leaving the farms, yes. Whether or not 
good people will be available to come back if there is anything in it, I am 
inclined to think they probably will, but I do not know. 


Mr. WHELAN: This is my concern. To hear about “efficient farmers” and 
“inefficient farmers” or agricultural producers, whichever term you want to use, 
annoys me no end. I maintain that if we had a proper program any so-called 
inefficient farmer could be made an efficient farmer. Dr. Deutsch told us this, 
through the line of questioning the other day, that he felt this. Some of these 
people we are losing from agriculture go into the cities, and social workers and 
all these experts tell us they become a social problem and a burden on urban 
authorities and municipalities in many instances, that if we had a proper 
program of aiding these people, with scientific and technical assistance, they 
could become efficient producers. Do you not agree with this? 


Mr. Kirk: Yes, I think so. I think that, when all is said and done, we have 
not done as good a job as we should have done at what you could call the 
extension process in its broadest sense, that we have not done as good a job as 
we should have in the whole educational sphere, in the amount of agricultural 
education. I do not think we know any more exactly what it should be. Certainly 
compared to the size of this industry there is so little of it. I agree with you. I 
think we should bear down and see that the resources are put in to see that 
farming is done well, and that people are helped to do it well, and much more 
effectively than we have done. I agree with you. 


Mr. WHELAN: You feel then that the governments, say, in Canada overall 
have been backward as far as aid to these types of people in education and other 
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scientific and technical aid alongside the agricultural program that farmers have 
enjoyed in the United States? 
Mr. Kirk: Yes, I think on the whole that is true. 


Mr. WHELAN: Now to get on to the co-operatives. I at one time spent quite a 
bit of time associated with co-operatives, and one of the things that we went out 
of business more of, that I can remember, was the grocery store business. This is 
strictly in Ontario, of course. I was a director of the United Co-operative, and 
many times our economists—and as directors we were dependent on the experi- 
ence of these highly informed and capable people—advised us to get out of this 
business because it was too competitive. I can remember the co-operative store 
in the labour city of Windsor going broke because the labour people would not 
deal with it. Should we get across to people the impression that co-operatives 
are the answer at all? 

Mr. Kirk: As I said, I think it has got to be backed up with a demonstration 
of the kind of co-operatives planned, of where the savings lie—with some 
precision. 


Mr. WHELAN: It actually scares me when I see them recommended to go into 
these co-operatives with the little knowledge that they have of the business 
world and see them fail. I can remember we took over about three co-operative 
failures and tried to save them, and if United Co-operative had not been such a 
big organization it could have got into difficulties itself; one was a housing 
co-operative, and I could name several others. 

One of the things that I want to ask you about is government aid to assist 
people. In our area, which is a very productive vegetable area, many times the 
prices fluctuate, they go up and down all the time. Over the weekend I have a 
meeting with people, and one of the problems I was confronted with was proper 
storage. Has your organization recommended that the government reinstitute 
grants for storage. They have frozen the potato storage. There is no storage 
available for onions, and at one time this used to be possible. These people feel 
this would stabilize the price of their product to the consumer and make a more 
equitable income for themselves rather than the real gamble they have taken on. 

Mr. Kirk: I think that if there are gains to be made for everybody—and that 
is the implication your statement has—if you can stabilize the situation and do a 
better job of marketing, if you will get a better product and get it more 
regularly and on the whole at as good or better price, and the farmer will be 
better off—if that situation is being held up by lack of storage facilities, then I 
think the government should take action, as it has in many other fields for many 
other reasons. 

Mr. WHELAN: We talk about the cost of living, but the cost of storage for 
these people has gone up 150 per cent in one year, where they rented storage 
before. With regard to corporate farms and state farms, I know it is hard to 
define a family farm—the main reason I feel there are not more corporate farms 
is because the man who has that much money to invest would be foolish to invest. 
in that, because he can invest it in private lending and get at least 8 per cent on 
his money, and he will not get that on a corporate farm—is the corporate farm 
similar to what we call a state farm in the socialist countries, where everybody is. 
hired to do the work and the incentive is taken away from them? 


Co-Chairman Mr. BAsrorD: Communists I think they are called. 


Mr. Kirk: It certainly does not coincide with what farmers consider the 
socially desirable form of farming organization. You say a corporation is the 
same as a state industry. I expect there are a good many shareholders in this. 
country who would disagree with that. 

Mr. WHELAN: I think the results are the same as far as production is. 
concerned from the studies I have made of it. Actually we have seen highly 
productive areas in agriculture become less productive when this type of opera- 
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tion takes over. I just wanted to ask one other question on advertising. I did not 
get just what you meant by advertising farm products, whether farm organiza- 
tions should get involved in this or not. 

Mr. Kirk: Well, the farm organizations are not very extensively involved, 
but they are in some cases. The dairy farmers are a good example, and the 


incentive that got them into that fundamentally was an acute competitive — 


situation with substitute products; that was one of the main incentives. It was 
threatening to be very disastrous for the industry, and was. 

Mr. WHELAN: I am aware of an advertising program that the producers in 
our area used; it was so successful that they imported milk, but it was not 
successful enough to give a proper return to the producers and a big percentage 
had to go out of business, but the people in that area consume most milk per 
capita of any place in Ontario. 

Mr. Kirk: The dilemma in the advertising question is always that the 
advertizer, especially the initial advertizer, tends to gain some yards, or that is 


what he thinks because he does it. Then you get a diminution of effect, as — 


everybody competes you get a built-in cost, a sort of ‘no net change’ finally. This 
question has been raised in farm circles, as to whether or not looked at broadly 
farmers might not over the years be in danger of simply spending a lot of money 


Ye, ee eee ee ee 


competing against themselves. That has been raised; not resolved but raised. — 
Mr. WHELAN: Are you aware that Dr. Deutsch says the Canadian people are — 


not paying too much for their food? 
Mr. Kirk: That is what we say in our brief, yes. 


Co-Chairman Mr. BAsrorp: I would like your comments on a few things, 
Mr. Kirk, and then I have a couple of questions. We have had some evidence in 
front of the committee from manufacturers and processors that they lease farms 
or own the farms. Is that desirable development or not in your view? 


Mr. Kirk: No, I do not think it is a desirable development. I think that there 
are some forms of production particularly—maybe more and more all the 
time—where there must be a rather close integration, if you like, between the 
production and the processing in terms of the timing of the deliveries, quality, 
uniformity and so on, and there may be particular processing groups that have 
found they had an interest in giving themselves some protection by owning 
their own land. But I do not think, as I said earlier, that this is necessary, nor 
do I think it is desirable. 


Co-Chairman Mr. BAsrorD: You would prefer to see the producer and 
processor kept separate and apart? 


Mr. Kirk: I would prefer to see the producers organized in a way that they | 


could cope with the requirements; not only bargain effectively but cope with the 
production requirements of the trade. 


Co-Chairman Mr. BasrorD: Then I presume your comment would be the 
same on this. You have a name for the type of agreement where the crop is 
bought before it is grown. This is done with vegetables often, I understand. 


Mr. Kirk: Yes. There is nothing wrong with contracts. In fact, with many 
crops now a producer—I think Mr. Whelan would agree—is not going to produce 
unless he has got a contract; he just cannot afford the risk; he has got to have a 
contract, and he will not produce without it. So there is nothing wrong with 


contracts, provided they are good contracts and fair ones, and that is what 


organized producers should ensure, and some do. 


Co-Chairman Mr. Basrorp: We had some evidence—I was looking for the 
exact quote but I did not find it—from the department of agriculture that they 
concern themselves solely with producer prices and were not that concerned 
about studying or following retail prices, which rather astounded me, because I 


ry 
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thought that retail prices would have an effect on the market for the producers. 
It seemed to me that the department of agriculture should pay far more atten- 
tion to consumer prices or retail prices. I wonder if you would care to comment. 


Mr. Kirk: I think it is true, first of all, that they have not paid much 
attention; they have done some work on marketing margins, which involves 
looking at retail prices in a sense, but they have not been primarily concerned in 
this field. I think that is true. You see, the business of processing and distribution 
is not the business of farming. Moreover, processing, distribution, marketing and 
transportation, this whole complex, are all interrelated. It is not just food; it is 
food, soap and hardware, and goodness knows what. Our suggestion here is, first 
of all that there is a place for looking at this distribution area as a particular 
field, and secondly that apart from its regulatory aspects—we have made no 
suggestion about how we should regulate, and I am not too concerned about 
that—that the informative, research and educational aspects of that should be 
done outside the departmental structure altogether. 


Co-Chairman Mr. BAsrorD: We had a man in front of us the other day from 
Sweden who said that one of the techniques for increasing productivity in 
Sweden—and you seem to be concerned about productivity in your brief—was to 
allow the freest possible importation into Sweden of products, which forced 
specialization and forced greater productivity in the Swedish economy. I am 
wondering what the Canadian Federation of Agriculture would say to allowing 
the freer importation of agricultural products in order to force specialization and 
increase productivity in Canada. 


Mr. Kirk: I do not think it would contribute much to that. The point is that, 
broadly speaking, agriculture in Canada is not a high-cost agriculture compared 
to the rest of the world, not even in dairying. World prices in dairying, how- 
ever, have been determined by almost a residual producer; there is a low-cost 
producer, and that is New Zealand as much as anyone. But if you look at the 
whole area of dairy prices, in the Atlantic area for example, you are not going 
to find that Canadian prices are particularly high. I do not really feel, and cer- 
tainly my membership do not feel, that we should in that particular case sub- 
ject ourselves to the price depressing impact of what in world terms is a res- 
idual dairy supply. 

In other industries we are on a continental market, essentially for animal 
products and poultry products; our tariffs are not excessive and not a real, great 
big factor in the thing. In terms of its impact on food prices, I do not think it is 
all that big an issue, or should be, although the whole question of agricultural 
trade policy, of course, is a big issue, and a very, very complicated one. 

Co-Chairman Mr. Basrorp: I am wondering why, if the farm groups as 
consumers have obtained free trade in farm machinery, the Canadian public is 
not entitled as consumers to free trade in agricultural products. 


Mr. Kirk: Well, of course, the reason why you do not have a picture of free 
trade in agricultural products, speaking more broadly now, in the western world 
is simply that under the conditions of agricultural production it has been an 
economically intolerable situation for the farmer, to have a free trade situation 
and a de-stabilizing influence on the international economy, as far as that is 
concerned, in some major products. 


If you ask: Why should not they have free trade? Well, that is the reason, 
because there are reasons for having some protection on agricultural prices. 
There are good reasons, and they are not, I agree, necessarily consumer reasons 
in the sense you are speaking of. But again, on the whole Canada does not run a 
highly protective agriculture, with great high prices as a result of protection; 
that is not the picture. That is not the picture at all, so the benefits—if you want 
to call them benefits—from the introduction of free trade in agricultural prod- 
ucts would be, in my opinion, small, and the uncertainties and instabilities that 
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the flat introduction of that would cause for farmers would be bad for farmers, 
and in the final analysis bad for the country, and very disruptive. 


Co-Chairman Mr. BAsrorp: You argued earlier that we should be special- 
ized and increase productivity. In some areas we are growing things which we 
have no business to grow, but we are growing them because they are protected 
by tariff. 

Mr. Kirk: As I say, that is a trade, farm and economic policy question. I say 
that the significance of it at the level of consumer cost is very small. That is my 
main point. 

Mr. WHELAN: Could I interject? What things are we growing in Canada that 
we have no business to be growing? 

Co-Chairman Mr. Basrorp: I would like to go into that later. 

Mr. WHELAN: But I doubt that statement very much. 


Co-Chairman Mr. BAsForpD: Let me go on. It has come out in evidence that 
we have a tariff on bananas. Why would that be there? 


Mr. Kirk: I do not know. 
Co-Chairman Senator CROLL: Well, Mr. Whelan comes from the banana belt. 


Mr. WHELAN: I told him that the other day: because they produce apples in 
British Columbia and they want people to eat apples and not bananas. 


Co-Chairman Mr. BASForp: Is that the sort of tariff the Canadian Federation 
of Agriculture would support, or would you support doing away with the tariff 
on bananas? 


Mr. KirRK: We have never discussed the question of the tariff on bananas. I 
do not know what the impact would be, whether it would hurt the farmers or 
not. I do not know. It might not very much; I do not know. 


Co-Chairman Mr. BAsrorD: We could reduce the price of bananas by 0.5¢ 
per lb. by knocking the tariff off. 


Mr. Kirk: By 0.5¢ per lb.? 


Co-Chairman Mr. BASForD: Yes. We have had evidence before the commit- 
tee that there are certain tariffs applied on a seasonal basis to protect the 
Canadian grower against the American crops which come in two or three weeks 
earlier; there is a tariff put on for a short time to protect that Canadian crop so 
that it can get the advantage of the seasonal prices in Canada. The suggestion has 
been made by some witnesses that those seasonal tariffs are carried on much 
longer than they are needed. 


Mr. Kirk: Well, I just do not know enough about this. This is a very 
detailed procedure. Every year the Horticultural Council handles this, and I just 
do not know enough about it to discuss whether some of these are on too long or 


whether some are not. It would be very foolish of me to comment when I am not 
informed enough to do so. 


Co-Chairman Mr. Basrorp: I have one more question. You say in your brief 
at page 6—and I am not denying the farmers a good livelihood—: 


The impact upon food prices of generally improved price levels for 
farm products, and therefore upon standards of living, will not be exces- 
Sive or burdensome in our opinion. 


We had some tables the other day from the Dominion Bureau of Statistics, which — 


in my view showed a very close relationship. I will give them to you in a minute 
The tables showed the wholesale price indexes of Canadian farm products at 
terminal markets for hogs, and also the industry selling price indexes for fresh 
pork, bacon and sides and cured hams; then a third table showing the consumer 
price index for fresh pork, cured pork and bacon; all on an index basis with 1961 
being 100. As the official from the Dominion Bureau of Statistics showed us, if 
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you hold these up to the light, one chart on top of the other, you see a very close 
relationship between the index figure of farm product prices at terminal mar- 
kets—that is what the producer is getting—and what is happening both at the 
wholesale level and at the consumer price index level. 


Mr. Kirk: Well, sure. The point is that anybody who tried to argue that the 
price of hogs could go up from $28 to $34, say—that is $6 to take an example— 
and it would not affect the consumer price would be arguing very foolishly. Of 
course it affects the consumer price; it increases it for pork; there is no question 
about that at all. If it goes up $6 per 100 lbs dressed carcass, and then the amount 
you sell at retail is something considerably less than 100 lbs—I do not know 
exactly how much it is; let us say it is 60 lbs.; it may be lower than that—ob- 
viously a $6 rise involves something like 8 cents or 9 cents per lb. on the price. 

It is true that over the years fluctuations in food prices from month to 
month, sometimes from year to year, have reflected changes in farm prices. But 
what has happened is that they have gone down again; they have gone up and 
gone down, and the margin has increased as you went along. In other words, the 
retail level did not fall back every time to where it was before. 

It is not arguable that in some products especially you have relatively low 
marketing margins, which is true with meats and butter, as compared with, say, 
canned peas, where it is small and makes no difference to the price. Even with 
canned peas, if the price of peas goes up to the farmer it will make a difference 
in the price of canned peas. 41 per cent overall of the index is the farm price, 
and if it goes up to 50 per cent, if prices rise 10 per cent at the farm level, it 
will go up 4 per cent presumably at the retail level. That is what should happen 
overall. 


Co-Chairman Mr. BASForD: I am glad you answered that way. I am not for a 
moment suggesting that the farmer should not get a decent price for this 
product, or that he is not entitled to a good living; but some people seem 
to discuss this whole area in a vacuum, and seem to suggest sometimes that the 
producer’s price has absolutely nothing to do with the consumer price. 


Mr. Kirk: Not me. 


Mr. WHELAN: Could I ask a supplementary? When you say it has nothing to 
do with the consumer price, I think it definitely has something to do with the 
consumer price. We had evidence presented here the other day that the can costs 
more than the food inside, in some instances double. Why do they not make a 
cheaper can? 


Mr. Kirk: What it had to do with consumer price from 1949 to 1964, first of 
all, was that it kept it down. That is what farm price had to do with it overall, 
because the farm price did not go up. As to whether the can costs more than the 
farm product that goes into it— 


Mr. WHELAN: That is just a bare can; no advertising or anything else. 


Co-Chairman Mr. Basrorp: These were the margins that Mr. Kirk spoke 
about a moment ago. 


Mr. Kirk: It may sound shocking, and it may be shocking, but as far as I am 
concerned there is no revealed truth that says one product must cost less than 
another product because of its nature, whether it is a farm product or a can. If 
the cans cost more to produce than the peas that go into them—if they do—then 
they do. On the other hand, if the price of peas is exploitative of the farmer, then 
that price should go up. 


Mr. WHELAN: Recently I received a letter from a farmer who imported a 
manufactured article from the United States: he paid 8 cents difference on a 
dollar, 22 per cent duty—I do not know of any agricultural product that has that 
high a tariff on it—11 per cent sales tax and 5 per cent provincial tax. You figure 
out what he paid for it. This is to protect the Canadian manufacturing industry. 
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If we had that type of protection of agriculture in Canada there certainly would 
be a lot higher prices for producers and consumers both. 


Co-Chairman Mr. BASFoORD: We are a free trade party now. 


Mr. WHELAN: I should like to correct something I said earlier. I said Dr. 
Deutsch had said all the people—lI think this was the terminology I used—could 
afford to pay the price of food in Canada. I should have said the wage earners 
were not paying too much for the price of food, because he did make an excep- 
tion of those on fixed incomes. 


Senator INMAN: Would Mr. Kirk comment on this. A chain store charged 
20¢ for a 5 lb. turnip, when turnips were only 1.5¢ to 2¢ fresh from the field 
only half a mile away, and they were not waxed turnips at that. Is not that high 
percentage of profit, even considering the overheads? One of those turnips would 
not be enough for a family of six. I know, because I bought the turnip. 


Mr. KiRK: You see, in a specific case like that the answer I give is that I like 
you, would like that cost over and above the 2¢ paid to the farmer to be reduced. 
I recommend that we find out whether it is too high. Frankly, I do not know 
whether it is too high in that particular case. I just don’t know. But the turnips 
are waxed, transported, and this, that and the other thing. 


Senator INMAN: These were not waxed but fresh from the field. That is a 
thing that I think should be looked into, because that is a very high percentage of 
profit. I did not stop at one store; I went around and they were all the same 
price. The other thing I was going to comment on was the tariff on bananas. I 
would like to see that taken off, because I happen to know that there are infants 
born who cannot tolerate anything else in diet except bananas. Sometimes this 
causes a hardship, and that is something we could work on. It creates a hardship 
for parents, because these infants have to have nothing but bananas three to six 
times a day still are five or six years old. 


Mr. WHELAN: If I could make one comment on bananas. I think we are 
getting the wrong impression. Bananas are produced by the slave labour of 
people making $10 a month, when we complain about men in Canada getting $10 
a day. If we are going to take advantage of slave labour in undeveloped countries 
and holler about 1¢ on 1 Ib. of this type of product, then I am for that 1¢ or 
2¢ to come off if it is going to those producers of the bananas who are on a 
substandard standard of living on which we wouldn’t ask any Canadian to live. 


Co-Chairman Senator CRoLL: Mr. Whelan, we are dealing with evidence 
here. Mr. Basford would not be advocating any production from slave labour. 
He just likes bananas, that is all, and he is entitled to like bananas. 


Mr. WHELAN: All I am saying is that no other industry in this country is 


asked to compete with slave labour, but you are asking agriculture here to 
compete with this slave labour because we grow food here that competes with it. 


Co-Chairman Senator CROLL: He is not asking that at all. 


Mr. O’KerEFE: Mr. Chairman, I have only been appointed to this committee 
this morning so I only know what I have heard here. I have noticed a lot has 
been said about food specialists—farmers and a whole variety of producers, 
distributors and stores, but nothing has been said about fish. Has any opportuni- 
ty been given to representatives of fish producers and the fish trade to come 
before this committee? I am quite sure if fish could be used more extensively as 
food it would certainly reduce the high cost of food. 


Co-Chairman Mr. Basrorp: I know why you have been absent, for every 


understandable reasons, Senator Carter and I have done a good job representing 
the fish lobby. 


Co-Chairman Senator CrRoLu: It was raised by Senator Carter and my 
co-chairman at the opening today. The question of the fish processors was raised 


ee 
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and we were asked what we ought to do by way of hearing them in order to get 
your story across. 


Mr. O’KEEFE: Was it only mentioned today for the first time? 


Co-Chairman Senator CROLL: It was the first time it was mentioned, yes. 
Was it mentioned before? I do not remember; I do not recall. Perhaps in that 
respect you have a point. Anything else? 


Mr. O’KEEFE: No other questions, thank you. 


Mr. SALTSMAN: I would like to ask Mr. Kirk a question on a suggestion he 
put before the committee regarding the need perhaps to look into the way our 
distributive system is set up, and see if there are not other ways of doing this, 
either through experimentation, evaluation or research. Am I interpreting you 
correctly in that? 


Mr. Kirk: Correct. 


Mr. SALTSMAN: Is it correct to say that you visualize perhaps two types of 
merchandizing activities, on the one hand the sort of system we have at present 
with the supermarket arrangement with brand names, where you have a pretty 
wide variety, advertising, colour and romance, and on the other hand a type of 
co-operative store with perhaps limited choice, store brands, special types of 
packaging, customer involvement, in order to provide the customer with a choice 
as to whether she wants the romance type of the bare bones type at a lower 
price? 


Mr. Kirk: That is one of the alternatives that is possible. 


Mr. SALTSMAN: As Mr. Whelan pointed out, co-ops have found themselves in 
considerable difficulties in the past when they have tried to get into the market, 
for a number of very understandable reasons. I understand there is one in 
Ottawa that is doing quite well. Is there any way in which the government, for 
experimental reasons, or for the purpose of finding out how this type of opera- 
tion would work to the benefit or detriment of the consumer, has some role to 
play in encouraging an approach of this type of co-op, and do you have any 
practical solutions or suggestions to make as to what the role of the government 
might be in this? 

Mr. Kirk: If the government, or this institution, or somebody, were to do an 
analysis, for example, taking what is sold in a store, making an assessment, on 
certain assumptions presumably, like all analysts do, as to the food products 
available that represent, say, 90 per cent of the purchases in a store, with a 
number of brands to give a full selection of qualities, and had a cost analysis of 
what it would then cost, compared with the present retail margins, to run a 
grocery and meat store, for example, on that basis, I think this would be a 
possible thing to do. Then you say to the public, and to the industry—not just 
the co-ops but industry—“If you do this and people come to the store you can 
sell, presumably, at such-and-such a price less overall.” That is the kind of 
research I mean. 


Co-Chairman Senator CROLL: Are you talking about standards? 


Mr. Kirk: I am talking about the numbers of alternative grades and brands 
that.you have. You have to analyze whether there is any meaningful, or how 
much, difference between brands, for example. As I say, you have to make 
assumptions. If you are going to give everybody every tiniest variation that 
there is of H.P. sauce—to take the first thing that comes to mind—you have to 
have every brand of H.P. sauce on the counter. But if you were willing to assume 
that the consumer was interested in lower prices, she might get along in a store 
carrying only one brand. That is an example. There would have to be all kinds of 
decisions made in setting up this imaginary store. 
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Mr. SALTSMAN: Let me take it perhaps a step further. If instead of doing an 
abstract evaluation—by which I assume you are thinking of an analysis by 
economists? 

Mr. Kirk: That is one way. 

Mr. SALTSMAN: —suppose we were to set up an sctual store with a team in it 
to make these evaluations, to test various products on the market and determine 
that one particular variety would be stocked rather than the six or seven that 
might be available, trying to do it on a cost basis of the consumer wishing to 
make a choice from a limited selection at as low a cost as she can possibly get. Do 
you see this as a possibility, or of value to the consumer? 

Mr. Kirk: That is another perfectly valid research technique, actually to do 
it, a pilot project. I see nothing wrong with it. 

Mr. SALTSMAN: Set up a store and try these ideas out on behalf of the trade 
and the consumer. For instance, people in the retail trade themselves might find 
that they go off on the wrong track and perhaps the consumer would be prepared 
to take certain things rather than others. 

Mr. Kirk: I see nothing wrong with such an effort, soundly developed. 

Senator McDONALD: I was interested in your remarks, Mr. Kirk, in reply to 
questions by our co-chairman, Mr. Basford, telling the committee that when 
agricultural products increased in price to the producer—for instance, pork and 
beef—naturally there was an increase to the consumer, and I would like to relate 
that to your statement on page 12 of your brief. Before I make that relationship, 
I would also draw the attention of the committee to the many and varied 
questions we have had concerning advertising. 

I think it is true to say that there is a general feeling among the committee 
that if advertising was not quite so expensive there might be a decrease in the 
cost of living. Iam not one of those who want to defend advertising; if they want 
that they will get someone more capable than I am to do it. I am certainly not in 
favour of it. Nothing provokes me more than a lot of this advertising, which in 
my opinion is a lot of gobbledygook and untruths to begin with. 

On page 12 you talk about the increase in the price of a loaf of bread from 
1949 to date. To my knowledge, bread has about as little advertising as any 
foodstuff I can think of, yet we have had a 90.1 per cent increase in the price of 
bread from 1949 to date. The producer of the wheat that went into the bread gets 
about 1¢ per loaf more; there is very little advertising; yet it has had about as 
spectacular rise in price to the consumer as any other food product. I do not 
think advertising is the cause. The increase in the price of the raw material is not 
the cause. If advertising has no effect and the price to the producer has no effect, 
where did this 90.1 per cent increase come from? 

Mr. Kirk: I don’t know. Of course, it has been making the wheat. farmers 
mad for years, because there has been a tendency for price rises in bread to 
follow the latest upward fluctuation in wheat price, but over the years there has 
not been enough change in wheat prices to make that much difference. 

| Co-Chairman Senator CROLL: Why is it that every time there is a bit of a 
rise in the price of wheat, an infinitesimal one, the people who make the bread 
raise the price but you do not hear all you people screaming at that and saying 
what you are saying here? 


Senator McDoNnaALp: We have been screaming. You just have not been 
listening. 

Mrs. MacInnis: Perhaps the committee is not on the right track. The price of 
the raw material in the case of bread has not increased. It has little or no 
advertising; at least, that is my impression; very seldom do you see bread 
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advertised, so it could not be the advertising. Yet it has gone up 90.1 per cent. I 
am not throwing this question at you, Mr. Kirk. I am just wondering if the 
committee has missed something somewhere. 

Co-Chairman Mr. BASFroRD: How many bakeries does Mr. Weston own? I 
think that is a very material question. 

Mrs. MAcINNIS: Maybe that is the answer. 

Co-Chairman Mr. BASFoRD: I hope one day we will get to him. 

Senator McDONALD: I wanted to go back to the co-ops for a moment. I 
happen to be a member of many co-ops and I have done a lot of business 
with them. First of all I want to say I think there is a place in our society 
for the co-operative movement. I can only speak of my own province, because 
I do not know anything about them outside my own province, but in my 
opinion there has been a tendency for the co-operative movement in the 
Province of Saskatchewan to become more and more a concern doing business 
in exactly the same fashion as its competitors, namely the chain stores. For 
instance, the largest co-operative store in my province had sales in 1962 of 
$1.4 million and lost money. In 1963 they had sales of $1.36 million and lost 
money again. It is estimated that they will have to have sales of $2.7 million a 
year in order to break even. It is estimated that the patrons or members of this 
co-operative spend an average of $1,800 a year on products that are handled 
by the co-operative. But there are patrons who spend only about $200 rather 
than $1,800 a year in the co-operative. It is my contention that, if the co- 
operative system worked as co-operative systems were meant to work in the 
first place, in other words, if they distributed their earnings back to their 
customers at the end of each year, then the customers would be getting much 
more than $200 out of a potential of $1,800 in the co-operative. They would have 
more business and they would be paying dividends back. 

This co-operative, prior to 1962, was paying dividends. You know the 
co-operative I am referring to, the Sherwood Co-operative. They were paying 
dividends. In 1962 they built a posh new store to compete with the chain stores. 
They have as good a building, equipment, lighting, parking lot and everything 
else. But I want to come back to the two figures of the gross business in 1962-63, 
$1.4 million and $1.36 million. They have to have $2.7 million of business every 
year to pay a dividend, and the only way they can get this business is through 
advertising. 

Some of the largest advertisers in the Province of Saskatchewan today are 
the co-operatives, in radio, television and newspapers. So it seems to me that not 
even the co-operative organization can survive in this modern age and compete 
without doing all of the things that its competitors are doing. 

Co-Chairman Senator CrRoLL: Are they out of the red now? 

Senator McDONALD: No. 

Co-Chairman Senator CROLL: They are still in the red. 

Senator McDONALD: They are advertising now. 

Co-Chairman Senator CROLL: The volume is not there? 

Senator McDoNALD: But it is growing much faster. I don’t know this for a 
fact, but it would appear to be growing much faster as a result of advertising. 

Co-Chairman Senator CROLL: Yes. 

Senator McDonaLp: I do not want to repeat, but I think if they paid their 
dividends out in cash they could buy business by doing so. The Saskatchewan 
wheat pool proved that. But, if you send a person a piece of paper saying “I owe 
you $328. You pay the income tax on it and I will keep the money,” you cannot 
buy business by doing that. 
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They have lost one incentive for people to do business with the co-opera- 
tives through not paying cash dividends and they have had to revert to doing the 
things that their competitors have been doing. 


Co-Chairman Senator CROLL: You mean they have declared a dividend 
which makes it taxable without paying it? It’s kind of rough, isn’t it? 

Senator McDONALD: They send you a piece of paper. 

Co-Chairman Senator CROLL: Yes, I see your point. 

Senator McDoNaLpD: Which says that they owe you so many dollars and if 
you pay the tax they will keep the money. 

Co-Chairman Senator CROLL: It seems fair, according to the modern meth- 
ods of doing business. 

Senator O’LEARY (Antigonish-Guysborough): You mean to say that you get 
no interest on it? 

Senator McDONALD: No, no interest. 

Co-Chairman Senator CROLL: I see your point. Mrs. MacInnis. 

Mrs. MacInnis: Mr. Kirk, are there any other countries in western Europe 
or among the western countries, except Canada, that have not got any national 
legislation governing co-operatives? Is Canada the only one without a co-opera- 
tive act? 

Mr. Kirk: I could not say this directly from my knowledge, but I would 
certainly be very surprised if there was any European country that did not have 
a co-operative act. I have never heard this complaint raised and I am certain I 
would have heard of it. 

Mrs. MacInnis: Would you think it would be a good idea, if we are going to 
be interested in co-operatives, and so on, to have some kind of legislative 
framework in which they could operate? 

Mr. Kirk: Yes, I think it would. The co-operative movement has reached a 
conclusion for many, many years. It would greatly facilitate their work, if they 
could. It would help considerably for many purposes, and it would be relatively 
simple to operate under a federal act. 

Co-Chairman Senator CRoLL: There are provincial acts. 

Mr. KIRK: Yes. 

Co-Chairman Senator CROLL: In most provinces at any rate. 

Mrs. MAcINNIsS: This is my last question. How long is it since the co-opera- 
tive movement has been trying to get co-operative federal legislation? 

_ Mr. Kirk: They had that figure in their brief the other day. It seemed to me 
it was a large number of years, something like 30 years. However, it is many, 
many years. 

Mrs. MAcINNIS: What is the holdup? 

Mr. ALLMAND: Mr. Chairman, on a point of order. 

Mr. Kirk: I do not think this is the fault of the co-operatives. 


Mr. ALLMAND; Mr. Chairman, on a point of order. We have been asking a lot 
of questions of a gentleman who says he is not an expert in the field of 
co-operatives. We had a co-operative here before and we are going to have a 
co-operative here again. I think if we want these questions answered we should 
invite the co-operatives here and ask them the questions. It is certainly not fair 


to keep asking this gentleman questions on co-operatives, when he admits that 
he is not an expert on the subject. 


Mrs. MacINNIs: Mr. Chairman, speaking to the point of order, Mr. Kirk is a 
gentleman with a tremendous amount of experience in co-operative work. 
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Surely we do not have to narrow ourselves in this way. We have not been doing 
so in the past. 


Co-Chairman Senator CROLL: I think Mr. Kirk answered the question in any 
event. The answer stands. 


Mrs. MacInnis: That is true, but I just wanted to speak to the point of 
order. 


Co-Chairman Senator CROLL: Are there any other questions? 


Mr. ALLMAND: Mr. Kirk, I want to know if there is any research being done 
into the possibility of producing food—especially vegetables, fruit, cereals and so 
forth—in large factories with chemicals and so on and so forth. I know this may 
sound science fiction-like, but in this age when we have space ships, computers, 
indoor ball parks and all sorts of things like this, and especially with the 
population explosion—you hear figures indicating that at the turn of the cen- 
tury we will have so many people per square yard in the world, and that the 
population is going to double—it seems to me we will have to grow food indoors 
under controlled conditions with fertilizers and chemicals, avoiding the seasons, 
weather changes and so forth, thereby greatly increasing the production of food. 

I have seen films from Japan which show that they are experimenting in 
this sort of thing. I wonder if we are doing this in Canada or whether it is being 
done anywhere in the world besides Japan on a large scale? 


Mr. Kirk: I know there is experimentation in several fields, in, as you sort of 
say, what might seem like far-out fields of food production—such things as 
experimentation in multiplication of proteins through algae and the utilization of 
grains for synthetic meats. There has been a certain amount of work done on 
hydroponics, a sort of controlled production in a nutrient solution. You get a 
nutrient solution, plants are anchored in this, and you grow the product that way 
under strictly controlled conditions of nutrition, light, heat and everything else. 
There is a lot of work done in greenhouses on an experimental basis, and you 
could start costing it and see what it costs you. There is a lot of product grown in 
greenhouses and a great deal of plant breeding work is done now under fluores- 
cent lighting for speeding up the growth rate. It increases the number of years 
and generations you can have in a short period of time for plant breeding 
purposes. It might be interesting to see if you could do some kind of costing on 
this. Iam sure there is almost enough data there to make some kind of estimate. 

I would suspect that as yet anyway we do have the land. That is a natural 
resource, and the business of growing-houses, putting in all the ventilation, 
heating and everything that will be necessary for growing our general farm 
crops this way, I strongly suspect would be wildly uneconomic yet. 

Co-Chairman Mr. BASForD: By that time we are all going to be eating fish 
seaweed and plankton. 


Mr. ALLMAND: People say that by the end of the century, which is less than 
40 years away, we are going to double our population. That means that within 20 
years after that we will be doubling it again. It seems this is much more urgent 
than perhaps we would like to believe. Maybe in Canada, where we have a 
lot of open space, it does not seem to be so bad. 


Co-Chairman Senator Cro: I cannot get too excited about 40 years from 
now. I am going to leave it to you, because you will probably be around but I 
will not. 


Mr. ALLMAND: There are a lot of people starving in India today. 


Senator CarTER: Does your organization take very much interest in the 
actual food value of the fruits, vegetables and other farm products we produce? 
Do you conduct any research, or are you asking the Government to conduct 
research into our food products, to ascertain their percentage of proteins, mine- 
rals, vitamins and so on—how they compare year after year, or how they 
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compare with other countries? Are you assuming the food value remains the 


same every year? 

Mr. Kirk: I must say I think the right answer to that is that the farm 
organization has not embraced this so far as being an urgent question to which 
they have turned their preoccupations. Maybe there are real questions here. I am 
not saying that there are not, but I am saying that farm organizations have not 
paid a lot of attention to this—that is, the nutritional content—but the consumer 
acceptance of this is another thing again. 

Co-Chairman Senator CROLL: If there are no other questions I should like 
to say to Mr. Kirk, on behalf of the committee, that he is as knowledgeable and 
informative today as he has always been when he has appeared before parlia- 
mentary committees. It is a delight for us to have him here. I am sure Mr. 
Chabot has given him moral assistance in sitting by and watching and listening, 
and he will, no doubt, have learned from this hearing this afternoon. Thank 
you very much, Mr. Kirk. 


The committee adjourned. 
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SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— . 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this 
House on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’ hhevis 

And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed 102 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— . 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Commit- 
tee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1, and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 
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Extract from the Minutes of the Proceedings of the Senate, September 13 
£9007-— 

“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 

That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

_ Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 
vember 22, 1966:— 

The Honourable Senator Connolly, P.C., moved, seconded by the 

~Honourable Senator Beaubien (Provencher): 

That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 

-The question being put on the motion, it was— 

Resolved in the affirmative. 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, December 1, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Cook, Hollett, Inman, 
McDonald (Moosomin) and McGrand.—6. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis, O’Keefe, Scott (Danforth) and Smith.—6. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 


The following were heard: 
The Procter & Gamble Co. of Canada Limited: 


Mr. George Williams, 
President & General Manager. 


Mr. F. T. Pollock, Director of Research & Development. 


Mr. J. R. Baillie, 
Vice-President, Manufacturing. 


Mr. A. D. Garrett, 
Director of Advertising. 


At 1.15 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Cook, McDonald, 
(Moosomin), McGrand and O’Leary (Antigonish-Guysborough).—5. 


For the House of Commons: Messrs. Allmand, MacInnis, O’Keefe and Scott 
(Danforth ).—4. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 


In the absence of the Joint Chairman, the Honourable Senator McDonald 
(Moosomin), was elected Acting Chairman. 


The following were heard: 
Lever Brothers Limited; 
Mr. John C. Lockwood, 
President. 


Mr. Ronald W. Bates, 
Vice-President, Marketing. 


Mr. Peter G. Townley, 
General Sales Manager. 


Mr. Athol P. McDiarmid, 
Financial Director. 
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At 6.00 p.m. the Committee adjourned until Tuesday next, December 
6, at 9.30 a.m. 


Attest. 


John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 


THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Thursday, December 1, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Mr. BAsrorpD: Honourable senators and members, before we 
proceed with today’s business there is a small matter I would like to deal with. 
Senator Croll has had to leave Ottawa on some urgent personal business. Before 
leaving, he talked with me to make sure I would be here today and for the 
balance of the week. 

I had intended that this would be so, but it develops now that—if the planes 
are flying this afternoon, about which there is some doubt, I understand—I have 
to leave Ottawa this afternoon. I apologize to the committee for this. 

With the concurrence of the committee, I would like to name, to act as 
chairman this afternoon, Senator A. Hamilton McDonald (Moosomin) who would 
act in the absence of Senator Croll and myself. Is the committee agreeable to 
that? Hearing no objection, I take it that is the consensus of the committee. It 
will be noted in the minutes. 

Again I apologize to the committee for this and I apologize also to the 
witnesses we will have this afternoon. However, the circumstances are unavoida- 
ble. I know that both Senator Croll and I will read with the utmost interest the 
evidence which may be given in our absence. 

Our witnesses this morning are the Procter & Gamble Company of Canada, 
Limited, represented at the table by Mr. George Williams, President and General 
Manager, on my immediate left; Mr. F. E. Pollock, Director of Research and 
Development, Mr. J. R. Baillie, Vice-President in Charge of Manufacturing; 
and Mr. A. D. Garrett, Director of Advertising; together with other officials 
of the company. 

Without further introduction, I would ask you to proceed, Mr. Williams. 


Mr. George Williams, President and General Manager, the Procter & Gamble 
Company of Canada Limited: Mr. Basford, honourable members of the Special 
Joint Committee of the Senate and House of Commons: I am George Williams, 
President and General Manager of The Procter & Gamble Company of Canada, 
Limited, a wholly-owned subsidiary of the Procter & Gamble Company of 
Cincinnati, Ohio. I have here with me a number of my associates, including our 
Director of Research & Development, Mr. F. E. Pollock, who will later be talking 
with you about the way we develop new products; our Vice-President in charge 
of Manufacturing, Mr. J. R. Baillie, who will briefly discuss our productivity 
program; and our Director of Advertising, Mr. A. D. Garrett, who will review 
our marketing operations with particular emphasis on new product introduc- 
tions. 
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We are glad to be here with you today because we believe that the prices 
inquiry in which you are engaged is a very important one. We are hopeful that 
what we have to tell you will make a constructive and helpful contribution to 
your deliberations. For the benefit of those of you who may not be too familiar 
with our company, I propose to give you some background information about us. 
Before I do so, I would like to make a basic statement so far as our company is 
concerned on this matter of prices. Our performance in the area of maintaining 
stable prices for our products has always been excellent. For example, it may 
interest you to know that over the past 54 years our prices to the trade for our 
main product groups have only increased as follows: Soaps and detergents, 4.5 
per cent; food products, 3.2 per cent; toiletries, 7.9 per cent. Our average 
increase across all these product categories during this 54 year period has 
amounted to only 4.66 per cent. 


Perhaps of even more immediate interest to this committee, our prices for 
these same product groups over the past year and a half have changed as 
follows: soaps and detergents, up 1.4 per cent; food products, up 2.3 per cent; 
toiletries, up 4/10ths of 1 per cent. The increase in these groups as a whole over 
this same 18-month period averages 1.5 per cent. This 1.5 per cent increase 
contrasts with the 3.9 per cent increase in the Consumer Price Index overall and 
the 7.5 per cent increase in the food component with which you are all familiar. 
These latter figures cover, as you know, only a 12-month period ending August 
last. 


And now let me tell you something about our company. The Procter & 
Gamble Company of Canada, Limited is a medium-sized company employing 
approximately 1,750 people with its headquarters in Toronto and with local 
offices, dealing primarily with sales and distribution matters, located in Halifax, 
Montreal, Toronto, Winnipeg and Vancouver. The company has a board of 12 
directors, including myself, of whom 5 are Canadian, 2 are British and 5 are U.S. 
citizens. Nine of our directors reside here in Canada. However, the company’s 
operations are directed and managed by what we call a Management or Ad- 
ministrative Committee consisting of myself, as President and General Manager, 
and the 9 heads of our chief operating departments. These departments are 
Manufacturing, Research & Development, Purchasing, Finance, Sales, Adver- 
tising, Industrial Sales, Food & Toilet Goods and Corporate Affairs, including 
Legal. Of the 9 operating heads of these departments, 6 are Canadian; 1 is British 
and 2 are U.S. citizens. Additionally, the Secretary of our company is a 
Canadian. 


The company is primarily engaged in the manufacture of a wide range of 
consumer products, including soaps, detergents, cleaners, shampoos, dentrifrices, 
cake mixes, retail shortenings, and so on—a total of 47 items. Its principal fac- 
tory is located at Hamilton, Ontario, where the full range of our products is 
manufactured other than cake mixes. We have a second plant at Pointe Claire, 
Quebec where our cake mix facilities are located and where certain of our 
other edible food products are also produced. 


We have been operating in Canada for a long time as evidenced by the fact 
that our Hamilton plant first went into production in 1915 and during this period 
of over 50 years we have developed a number of concepts which we regard as 


important; and some of which I would like to discuss briefly with you here 
today. 


First, we believe that we have a duty to our employees. As we see it we 
have an obligation to provide each one of them with the maximum opportunity 
for personal development and personal growth. Perhaps even more important, 
we have an obligation to provide them with job-stability which is absolutely 
crucial to them if they are to plan with confidence their own future and the 
future of their families. This opportunity for maximum personal development 
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and growth is assured by our policy of promoting entirely from within. We do 
not look to sources other than our own to fill our executive and supervisory 
management needs. 


Job-stability is assured by our policy of guaranteed employment. The 
Procter & Gamble guarantee of regular employment plan, as it is known, 
basically provided our hourly-paid employees who have had 24 consecutive 
months of employment with us with a guarantee of regular employment for not 
less than 48 weeks per calendar year. This plan—to the best of our knowledge 
the only one of its kind in Canada—has been in effect for more than 40 years; 
and throughout this long period of time has provided our Canadian plant 
employees with virtually full-time work, even including those bitter depression 
years of the 30s. I need hardly add that in meeting these two basic obligations to 
our people our management is faced with a very real challenge at all times. 


We have to learn, and learn thoroughly, the art of developing strong 
management people from within our own organization. This is essential if we are 
to be sure of having today and in the future the quality of leadership which a 
company like ours must have. Additionally, if we are to meet the obligations we 
have accepted under our Guaranteed Employment Plan, it is essential that our 
business shall have great stability, that it shall not be subject to violent fluctua- 
tions. Even more important—our business must continue to move forward at a 
healthy rate. If it were not to do so, the present-day skills and productivity of 
our employees could not be properly and fully utilized. What is more, we would 
certainly not be able to accommodate for the still greater skills, the still greater 
productivity that they can be expected to develop in the future. 


Secondly, we have a duty to our shareholders—to manage the business 
economically, efficiently and competitively and in such a manner that our compa- 
ny is looked upon at all times a a good corporate member of the community in 
which it is operating. We have an obligation to do this while at the same time 
making a profit that is a fair one, a profit that will show a reasonable return 
while still providing for the orderly growth and development of the business. 


Thirdly, and this is not solely from the standpoint of self-interest, we have 
to feel and do indeed feel an obligation to our consuming public. What keeps us 
in business is providing value to this consuming public. Value is the combination 
of many elements ranging from top quality and top performance through to 
convenience, price, safety and consistency, and each individual consumer, when 
making her buying decision, weighs these elements in our own brands and in 
those of our competitors. 


In our experience, the average Canadian woman is a keen and discriminat- 
ing buyer. Shopping in her local grocery store, she has available to her as a 
direct result of our free enterprise system, a wider and more appealing choice of 
products of all kinds than the world has ever known; a choice that would have 
been the envy of any woman even as little as 20 years ago. In such an 
environment, the only way that our company or any other company can expect 
to gain and hold the Canadian housewife’s favour and support is by doing two 
things for her. First, by providing her today with products of superlative quality 
and value, competitively priced and conveniently packaged. Second, by having 
under continuous review her ever-changing needs and tastes and having under 
continuous development new products which will fully serve these ever-chang- 
ing needs and tastes in the future. 

As Director of Research & Development of our company, Mr. Pollock will be 
covering a little later on how we in Procter & Gamble go about this task of 
defining and re-defining the needs of our Canadian consuming public; and how, 
in the light of these needs, we either make major modifications to our existing 
products or, if such modifications will not fill the bill, how we proceed to invent 
entirely new products which will give the consumer what she wants and in the 
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form she wants it. All I will say is that our record in this area of our business 
over the past six years has, we believe, been a good one. 


In 1960-61 we introduced Crest Toothpaste; and, while Mr. Pollock will 
later be covering in considerably more detail this important subject, it is 
perhaps permissible for me to digress for a moment and tell you something 
about a product, and the marketing plan which supported it, which is uni- 
versally accepted as having made a major contribution to the dental health of the 
Canadian people. As you will hear, Crest was the result of over 20 years of 
painstaking research not only by Procter & Gamble but also by some of the 
greatest experts in the world in the field of dental science. This research 
involved the expenditure of huge sums of money. It culminated in finding a way 
of doing something which had never been done before, i.e. of combining in one 
product the full cleaning action of a normal toothpaste with stannous fluoride, 
the one ingredient which, among the many hundreds that had been screened and 
tested, had been proven conclusively to be effective in reducing cavities. 


Crest’s introductory program, including the Crest advertising copy, involved 
the closest cooperation with the dental profession in Canada. Since introduction 
the brand’s whole marketing program has consistently emphasized the three 
cardinal rules of good dental health—regular checkups; avoiding between-meal 
treats and regular brushing. This program of public education has included, at 
substantially below our cost, the provision to dentists for distribution to their 
patients of dental health kits including toothbrushes, Crest and proper brushing 
aids. More than 150,000 of these kits will be distributed this year alone in 
Canada. This is a continuing program. We are cooperating with school associa- 
tions across Canada in providing, free of charge, teaching aids to supplement 
existing school curricula on dental hygiene. These aids are directed to both 
primary and advanced grades and include the making available of free dental 
health kits to all Grade 3 children. This program has received the highest 
testimonials from educators across the country. 


In the same year of 1961 we introduced Cascade, a small volume specialty 
product for use in automatic dishwashing machines—a product which meets a 
need which no ordinary detergent, dry or liquid, is capable of meeting. In 
1961-62 we introduced Duncan Hines Cake Mixes, thus providing the Canadian 
consumer, for the first time, with a product which combined all the inherent 
convenience of a prepared mix with end-result quality comparable to that of 
home-baked cakes. The introduction of Duncan Hines revitalized an industry 
which had declined during the 1950s basically, in our opinion, because of the 
limited consumer acceptability of the relatively poor quality mixes then on the 
market. It increased total consumption of cake mixes in Canada by over 20 per 
cent. More important, it resulted in a singificant upgrading of the whole product 
category, an upgrading which we believe is the major factor in the buoyancy of 
the Canadian cake mix market today. 


In 1963 in a market dominated at that time by a single brand, we successful- 
ly introduced Downy Fabric Softener, a product which offered the consumer 
unexcelled performance in the area of fabric softening and fabric whitening; in 
the same year we introduced nationally Head & Shoulders Shampoo, the first 
truly effective anti-dandruff shampoo on the Canadian market. 

Other new products I shall just mention; in 1963, Safeguard Toilet Soap, a 
toilet bar for personal use that is unique in combining unexcelled deodorancy 
with bacteriostatic effectiveness that is usually only associated with specialty 
products used by surgeons in the operating theatre. In 1964 Crisco Oil, a salad 
and cooking oil whose outstanding characteristics are its unequalled blandness 
and freedom from oily taste. In 1965 we introduced Secret Deodorant; and in 
1966 Bold Laundry Detergent. In all, over this six-year period, we have intro- 
duced nine important new products to the Canadian consumer, each one a 
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product either performing better in one way or another than competing products 
already on the market; or a product that met a need that had never before been 
satisfactorily met at all. It may interest you to know that 47 per cent of our 
consumer business today is in products which did not exist in Canada 10 years 
ago; and that 78 per cent of our consumer business is in products which did not 
exist at all the end of World War 2 


In a few minutes I would like to review briefly with you the progress which 
our company has made over the past 6 years, a review which will cover items 1 
and 2 of the list of topics suggested to us by Dr. James as appropriate for 
discussion with you. But first let me cover here and now certain other specific 
items suggested by Dr. James which do not readily fit in with this presentation. 

Item 3—The cost of our containers and other packaging materials and their 
percentage relationship to gross sales. This is shown at Appendix 1. From this 
Appendix you will see that, over the period under review, our dollar expenditure 
on these items has grown substantially, from $6.7 million in 1961 to $8.7 million 
in 1966. However, expressed as a percentage of gross sales, our packaging costs 
have not changed singificantly over the past six years or so. In 1961 they 
represented 8.7 per cent of gross sales; in 1966 they represented 9.0 per cent. 

Item 4—How do we determine that our sales prices are competitive?—As 
you know, we cannot and do not set retail prices. However, it is a matter of 
primary concern to us that products of ours which command the same trade 
prices as similar products sold by our competitors shall not be at any price 
disadvantage on the grocer’s shelf. We determine this by regular store checks 
carried out across Canada by our own sales organization. 

Item 5—Our policy on specialty items such as coupons and “cents off” packs. 
This will be covered in some detail later by Mr. Garrett. In net, our position is 
that items such as these, provided they are properly tested and provided they are 
properly used, represent a bargain to the housewife, build consumer goodwill, 
and are good for our business. 

Item 6—The sales price per unit of some of our principal products offered 
during selected weekly periods in 1965 and 1966. This is shown at Appendix 2. It 
covers the 18-month period from 1st June, 1965 through to today, lst December, 
1966. It shows that on our principal heavy duty laundry brands there has been, 
during this 18-month period, an increase in our prices to the trade of only about 
2 per cent; while in the case of a number of our products such as toilet soaps, 
cleaners, dishwashing liquids, retail shortening and dentifrices, there has been no 
increase at all. As I told you earlier, our overall increase across all of our 
consumer products during this period amounts to only 1.5 per cent. 

Item 7 asks whether our billing is net of all discounts or gross less dis- 
counts. It is our practice to bill gross with the 1 per cent discount we give for 
prompt payment being deducted by the customer provided payment is made 
within the specified 10-day period. 

Item 8 refers to private labels and asks the extent to which we participate in 
the private label business. The short answer is that about 4 years ago we agreed 
to make a private label dry detergent for Interprovincial Co-Op., an important 
co-operative group operating principally in the Prairies but also in the Mari- 
times and Quebec. In the first year shipments amounted to approximately 8,000 
cases; in the second year 4,000, cases; and today this business is running at 
roughly 2,500 cases per annum. At this reduced level the brand concerned 
represents an insignificant portion of our total volume. However, there is to us 
another very important aspect of the private label business to which I feel I must 
refer. Two fundamental statements have been made to this committee regarding 
private label brands. The one statement says that lower-priced private label 
brands have a role in the marketplace for those consumers who make their value 
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judgment primarily on the basis of price; and who are relatively less concerned 
with optimum performance and other aspects of value. We have no disagreement 
with this statement. 


The second statement has asserted that lower-priced private label brands 
are just as good in quality and performance as the nationally-advertised brands. 
I obviously cannot speak for the products of industries other than our own. 
However, so far as Procter & Gamble nationally-advertised brands and private 
label brands are concerned, I can say categorically that this is not so. Later on we 
expect to illustrate to this committee some of the significant advantages which 


one of our own nationally-advertised products has over a typical private label 
brand. 


Item 9 asks for a cost breakdown of 10 selected major commodities manu- 
factured by our company in 1966. This is shown at Appendix 3 and covers 98.5 
per cent of our total business. 


Item 10 asks for a list of all household cleaners, including soaps and 
detergents, sold by Procter & Gamble to the retail trade with their brand names 
and package sizes. This information is given at Appendix 4. 


Item 11 asks the question “Is it technically feasible to identify household 
detergents and similar products in terms of ‘units of cleaning power’?” In doing 
her laundry—and here, I may say, she is different from the commercial laundry 
operator—the average housewife has to contend with widely varying conditions 
even from one week to another. The size of the washload; the fabrics to be 
washed; the type and amount of soil to be removed; the water temperature, a 
very important factor, all can vary widely. Some women use wringer machine; 
others use automatics; a few women do their washing basically by hand. Some 
housewives live in very hard water areas; others in very soft water areas. For all 


these reasons we do not consider it technically feasible to identify household 
detergents in terms of “units of cleaning power.” 


Now for a brief review of our company’s progress over the past six years. As 
you will see from Appendix 5 our total gross sales over this 6-year period have 
risen quite steadily from $77 million in 1961 to $97 million in 1966, an increase 
of approximately 26 per cent. Our profits after tax declined over this same 
period from $4.2 million in 1961 to $3.1 million in 1966; from 5.4 per cent of gross 
sales to 3.2 per cent of gross sales. This profit figure of 3.2 per cent compares 
with our parent company’s world-wide after-tax profit in 1966 of 6.7 per cent. 
For the committee’s information and interest, we have, as you know, attached a 
copy of our parent company’s latest financial statement. 


Now a word about taxes. It may interest the committee to know that during 
this 6-year period Federal Sales and Excise Taxes on such Procter & Gamble 
products as soaps, detergents, cleansers, toiletries, and so on—which are, of 
course, Classified as non-food items and as such are taxable by the federal 
Government—have increased by 36 per cent, from $5 million to $6.8 million. 
And, may I remind the committee, these sales and excise taxes take no account of 
the additional taxes which, in many provinces, the housewife herself pays at the 
check-out counter. For example, in Ontario today the provincial sales tax levied 
additionally on products like Tide and Camay Toilet Soap amount to an addi- 
tional 5 per cent on the retail selling price. 


In Appendix 6 we have given a breakdown of the total tax contribution, 
including corporate income taxes, which our company made to municipal, pro- 
vincial and federal tax revenues in 1966. This amounted to $104 million—a 
very substantial sum for a company of our size. 

In our industry, as in other industries both here and elsewhere, there are 
many pressures which make it difficult to earn a satisfactory level of profit; and 
this in spite of the intensive efforts which, in all departments of our company, we 
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are making to nullify the inflationary escalation of our costs or, better still, to 
reduce these costs. Mr. Baillie will later tel] you something about Procter & 
Gamble’s cost savings program which I think you will find of interest. 

During the past 18 months our wage costs, following the pattern of 
Canadian industry in general, have increased substantially. In our case this 
increase amounts to 9 per cent. Consequent upon the settlement of the rail- 
way strike we estimate that on rail transportation alone our increase in 
distribution costs is not less than $250,000 per year. Over this same 18-month 
period, in line with our policy of continuous product improvements, many of our 
products have undergone important changes leading to better performance 
or greater convenience and certainly to better value to the housewife. For 
example, our Cheer brand has undergone four such changes. And these improve- 
ments have all cost money. 

At the same time, and again I refer you to Appendix 2, you will note that 
our prices to the trade of the great majority of our brands over this period have 
not increased, and that, where an increase has been made, it has generally 
speaking, been of quite modest proportions. 


Obviously, a major factor in our sales growth, but also in our profit decline, 
has been the heavy program of new product introductions to which I have 
already referred; and which has reflected itself in proportionately higher adver- 
tising and sales promotion costs than was the case 6 years ago. In 1961 our 
advertising and promotion expenditures represented 11.1 per cent of gross sales. 
In 1966 they represented 14.7 per cent of gross sales, an increase which we re- 
gard as very modest for a consumer goods company which has undertaken an 
expansion program of the size that we have undertaken. To us, the expansion 
and growth we have achieved are vitally important. The reduction in our 
profits we regard as a very worthwhile price to pay for building our business 
for the future in one of the most competitive environments in the world. We 
hope that 6 years hence we will be able to look back on a similar period of 
dynamic change and expansion because, ladies and gentlemen, we are in busi- 
ness in Canada for the long haul. We do not and cannot afford to think short- 
term. 

And now, if there is one thing in this brief review that I have tried to bring 
out, it is that a company such as ours is absolutely dependent for its survival 
and for its growth on its ability to identify consumer needs; and to design prod- 
ucts which will satisfy those needs at a price which is both competitive and 
affordable by our consumers. To us, the definition of the consumer needs 
comes first, then the product; and then the marketing plan designed to sell 
the product. 

With your permission I will now ask Mr. Pollock to tell you something of 
how we in Procter & Gamble go about this all-important product development 
task. His talk which is in no way meant to blind you with science, will cover 
Just one or two of the highly complex chemical and engineering aspects of our 
research and development work. It will, I believe, amply demonstrate that, 
unlike the old days when making soap was a relatively simple matter of heap- 
ing together in a soap kettle some basic oils and fats along with caustic soda, it 
is today a highly technical business requiring the use of hundreds of different 
ingredients, many of them extremely sophisticated, along with engineering, 
chemical and research skills of the highest order. 

From what your co-chairmen said to me when I was present at one of your 
earlier meetings, we believe that you will find this of considerable interest. 
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Mr. F. E. Pollock, Director of Research and Development, the Procter and 
Gamble Company of Canada, Limited: Procter & Gamble research activities are 
based upon the belief that products are the one fundamental factor in our 
relationship with consumers. Our company Owes its success to the development 
of products which are consistently effective, economical, safe, convenient, and 
pleasant to use. By providing these qualities over the years, we believe we have 
contributed significantly to the steadily rising standards of health and comfort 
enjoyed by the people of Canada. 

We have in Hamilton over 100 people, including 45 professional scientists 
and engineers, devoting their full time to research and development. We also 
benefit enormously from research carried out in other divisions of Procter & 
Gamble, particularly in the United States. To the extent that their product 
developments are applicable in Canada, they are used in our program. 


We occupy modern facilities with a value of over $2 million. In addition to 
laboratories for small-scale work, we have pilot plant facilities for edible oil 
refining, bleaching, hydrogenation, and deodorization; for cake-mix processing; 
for selected soap and detergent processes; and for packaging development. 
Equipment suitable for the analytical and experimental techniques required for 
our types of products has been provided; for example, vapor phase and thin- 
layer chromatography; microscopy, spectroscopy , light transmission, reflection 
and diffraction measurements; and package testing. 


Three-fourths of our research is directed toward new of improved products 
and processes. The remainder is supporting work for cost reduction, work to 
accommodate domestic raw materials, maintenance of product quality stan- 
dards, etc. 


PRODUCT DEVELOPMENT 


Underlying our work to create products for every-day use is a complex 
system of scientific knowledge, engineering ability, and understanding of con- 
sumer needs. I want to use our Crest Toothpaste developments to show the depth 
and breadth of the work required to make just one significant advance, albeit 
and exceptionally worthwhile one. For a half century or more, those interested 
in dental health have sought an effective method of prevention of caries, Or 
tooth decay. 


Conventional dentifrices, when properly used, improve oral hygiene sub- 
stantially, but fall far short of eliminating tooth decay. Recognizing this as a 
consumer need of major proportion. Procter & Gamble undertook research more 
than twenty years ago to develop a truly therapeutic dentrifice that would play 
a double role—it would work conventionally to aid in cleaning teeth but would 
also provide, with no additional effort on the part of the user, substantial 
additional protection against dental decay. 


The first seven or eight years of work were spent without finding a truly 
effective active ingredient. After three separate and exhaustive clinical evalua- 
tions prior to 1949, even the best candidate had failed to show a significant reduc- 
tion in caries. Continued research by Procter & Gamble and by university 
scientists working under research grants led to the discovery that stannous 
fluoride yields the desired benefit when properly incorporated in a dentifrice. 
These few words, “properly incorporated in a dentifrice,” are deceptively simple. 
In fact, they involved years of additional intensive work to make a formulation 
compatible with the special properties of stannous fluoride. This was not easy. 
One technical problem was that none of the conventional polishing agents then 
available could be used. A new calcium pyrophosphate abrasive had to be devel- 
oped, along with a buffer system to ensure stability. 


There were other problems too. It was recognized that a toothpaste, even 
though endowed with therapeutic properties, would have to be pleasant for 
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consumers to use in order to gain prolonged, consistent use for greatest benefit in 
caries prevention. Such characteristics as texture, flavour, viscosity, foam qual- 
ity, and cleaning ability had to be adjusted to consumer tastes. This process of 
adjusting products to consumer needs and tastes is itself worthy of special 
discussion, for it provides for all of our products the link between technical 
accomplishment and successful consumer product development. I wish now to 
digress briefly to discuss this subject. : 


Our continuous efforts to accommodate consumers have taught us that 
their tastes and desires rapidly change. Our research efforts must therefore 
be kept under their close and constant influence. To do this, we use every 
reliable method we can find to determine and anticipate consumer needs 
and preferences. The company’s consumer research program includes, for 
example, skilled interviewers who visit thousands of homemakers each year. 
They conduct dozens of product “blind tests,” in which consumers are asked to 
test unidentified samples by use in their own homes. Their reactions give us 
guidance in relating our product objectives to their ways of using products, and 
to their preferences. Finally, they give us assurance that we have designed a 
product which meets their needs. Then, and only then, do we consider a product 
ready to be taken over by our marketing people. Thus it was that our anti-caries 
toothpaste had to be exposed repeatedly to consumer evaluation before the final 
product, Crest, came into being and was introduced in Canada in 1960. 


Against this background of Crest development history, I want to cite some 
additional facts which will convey something of the magnitude of the project. 


1, Over one hundred man-years were devoted to laboratory studies. 

2. Over 200 inorganic fluoride salts were screened for possible use. 
3. More than 7,000 people participated in clinical studies. 
4 


. Electron microscopy, radioactive tracers, ultra-violet fluorescence, 
and other modern research techniques were used. 


5. An advanced-design microtome was invented in Procter & Gamble 
laboratories to provide extremely thin sections of tooth enamel for 
study with the electron microscope. This invention made it possible to 
apply electron microscopy effectively for the first time in enamel 
structure studies. 


Looking toward still greater advances, our research effort for Crest has 
never stopped although it is now the largest selling dentifrice in Canada. Clinical 
tests have been continued to evaluate its effectiveness over an even broader 
range of use conditions, and to seek out possibilities for further improvement. 
Lest the amount of work required for Crest’s development may seem unduly 

burdensome, we should consider the benefits. 


Our statistical data, accepted by internationally recognized dental authori- 
ties, demonstrates convincingly that Crest is today preventing a minimum of 
1,800,000 new cavities per year in Canada. These cavities would otherwise have 
required professional repair by dentists or loss of the teeth themselves. At a 
conservative valuation, such professional attention would have cost Canadians at 
least $9 million last year. 

This Crest history illustrates our established pattern of product develop- 
ment—define a genuine consumer need, invent an answer to that need, then 
incorporate the answer in a product which consumers will find both practical and 
appealing. The Crest story, like many others in P&G, shows that major technical 
advances to improve health, nutrition, or hygiene require long-term, sophisticat- 
ed technical effort, sometimes in massive amounts. 

A similar record could be written for other Procter & Gamble product 
break-throughs, from the first pure white floating soap bar, Ivory, to the first 
Clinically-proven anti-dandruff shampoo, Head & Shoulders. In between, we 
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could insert the first all-vegetable shortening, Crisco; the first heavy duty 
synthetic detergent, Tide; a revolutionary type of cake mix, Duncan Hines, and 
hundreds of improvements to established products that have boosted our stand- 
ard of living. 


I want especially to emphasize these improvements to established brands 
because they are essential to the continuing existence of any high-quality 
consumer product. For example, we could not hope to maintain Tide as a leading 
brand with our original 1948 Tide nor, for that matter, with the Tide we had in 
1965. That is why, since its introduction back in 1948, Tide has enjoyed 14 
distinct performance improvements. These have not changed Tide’s basic charac- 
teristics but they have advanced its performance and its value to the consumer in 
line with the growth of our technical knowledge. 


COST REDUCTION AND RAW MATERIALS 


Let us now turn to our work to develop domestic supplies of raw materials. 
There have been nine projects in as many years in which we have worked to 
develop a Canadian supply of a chemical or commodity, usually with an attrac- 
tive reduction in delivered cost. In some of these cases the way was opened 
simultaneously for sales to customers other than P & G. In one case, for example, 
we brought to a nearby supplier the technology for improved tallow rendering. 
This made it possible for him to provide us with tallow of the top quality we 
needed, and in even greater yield than he had obtained previously on lower 
grades. In a parallel project, another renderer was led to qualify as an exporter 
of this high grade of tallow to Procter & Gamble factories outside of Canada. 
This kind of work is very much in our own interest, but certainly in the 
country’s interest as well. 

The field of edible oils and shortenings has been especially fertile for cost 
minimization. Crude edible oils have come traditionally from all over the world 
and have been characterized by widely fluctuating market prices. We have 
developed substantial freedom to shift formulations, without hurting quality, to 
obtain minimum costs as these world oil prices vary. Additionally, we have over 
the past six years learned how to use significant amounts of oil produced in 
Canada from rapeseed grown on Canadian farms. 

Rapeseed oil became available commercially in 1960, but its use was held 
back because it differs importantly from oils previously used in shortenings. It 
contains certain unusual natural components which made normal processing 
techniques inadequate. It was therefore necessary to do extensive experimental 
work in the refining, bleaching, and hydrogenation steps to accommodate the 
new oil. After making the necessary process changes, trial runs had to be made 
in the plant to provide quantities of the finished products for exhaustive testing. 

In 1964 we were finally able to use large quantities of rapeseed oil. In that 
year the value of the oil used was about $600,000, increasing to about $1 million 
last year. We look to still further increases in rapeseed oil usage as we succeed 
in extending its use to still more of our products. 


CONCLUSION 


This discussion has sought to acquaint you, through some specific examples, 
with the broad scope of our research and development work because this work 
has so significant a relationship to the value and cost of our products to the 
consumer. One key question this discussion has not dealt with. It has not 
responded to the committee’s question as to the quality and value relationship 
that exists between our nationally-advertised brands and the chain-store private 
label brands. This subject is so important and the misconceptions that have been 
built up around it are so great, that with the committee’s permission, we propose 
to deal with it separately at the end of the total presentation. 
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Mr. WILLIAMS: Honourable members, we trust that this review by Mr. 
Pollock will have given you some idea of the highly complex, highly technical 
nature of the industry in which we have the honour to play an important part. 

I will now ask Mr. Baillie, our Vice-President of Manufacturing, to tell 
you briefly about another vitally important aspect of our total operation, our 
Cost Reduction and Cost Avoidance program. 


Mr. J. R. Baillie, Vice-President in Charge of Manufacturing, The Procter & 
Gamble Company of Canada, Limited: Mr. Chairman, ladies and gentlemen, 
Mr. Pollock has outlined for you how our Research and Development Depart- 
ment develops products of the highest quality to meet the needs and demands of 
our customer, the housewife. We in manufacturing have one prime responsibili- 
ty, to ensure that these products at all times meet the rigorous quality specifica- 
tions established for them. But we have a second, and to us, equally important 
responsibility and that is to keep our costs down in the face of price increases of 
many of the basic items we use, items over which we have virtually no control 
—chemicals, packaging materials, transportation, labour, etc. For example, Mr. 
Williams referred to the fact that our wage rates had increased, just over the 
past 18 months, by 9 per cent. 
| Now, our approach to keeping down costs is quite straightforward. We 
systematically question everything we do, every material we use, from a cost 
standpoint. We need to determine precisely where and how our money is being 
spent and we have an elaborate cost control system for doing this. It might 
interest you to know, for example, that we have determined the ideal hours of 
labour, pounds of material, kilowatts of power required by each one of our 
manufacturing processes. This information enables us to set up ideal costs and to 
plan for highly efficient operations. Through it we know precisely how many 
people ideally we will require for a given volume of production; how many 
pounds of steam we ideally need to operate each piece of equipment. Similarly, 
the actual performance of each department and each manager is calculated 
against this ideal cost. Knowing what our operations should cost and what they 
do cost makes it possible for us to concentrate our efforts where they are most 
needed. 

We maintain a staff of industrial engineers whose primary function is to aid 
our line managers in analyzing, investigating and then improving cost perform- 
ance. We know this approach of tight operating cost control has a very 
significant effect on costs throughout our world-wide company. Here in Canada 
we estimate that this year alone our finished products’ costs would have risen by 
at least another 34 percent to 4 percent if we had not had in operation the cost 
control system I have described. 

However, important as operating cost control is, I think an even more 
important aspect of our approach to cost minimization is our constant search for 
new methods, better ways to produce these same high-quality products. We do 
not leave this to chance. Nor do we delegate this responsibility for finding a 
better method just to technical and professional people. We expect all of our 
management people constantly to question and challenge our current practices, 
our specifications, our processes and our materials. Members of management 
within each division, each one intensively trained in the special techniques 
required, are organized into cost reduction teams. Each team creates its own list 
of cost-reduction projects and accepts responsibility for its share of the total 
company cost reduction goal. 

Let me give you some idea of the breadth of our attack on costs. While the 
examples I shall offer you are primarily in the manufacturing area where I am 
most knowledgeable, I would stress again that this is a corporate affair with 
similar activities taking place in all areas of the company. 
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First, we attack material costs. A simple example is the question of the 
design of the shipping containers in which we deliver our products to the grocer. 
To provide for gluing there has to be some overlap of board at the top and 
bottom of the container. By developing a new packing method it was possible to 
design a container in which this amount of overlap was substantially decreased 
and the total amount of container board reduced. The actual reduction was 17 
per cent; and the savings resulting from this amounted to $71,000 per year. 


We are also constantly working to improve the capacity and output of our 
production equipment. For example, over the past 15 years we have increased 
two-fold the through-put of our standard tower unit which produces detergent 
granules, and this has been achieved by carefully analyzing each component 
piece of equipment and then breaking critical bottlenecks. This has not only 
reduced operating costs but has eliminated the need for very substantial sums of 
otherwise unavoidable capital expenditures. 


As another example, we are currently undertaking the consolidation of 
certain of our processing operations. This will eliminate unnecessary movement 
of materials; will result in more effective use of the equipment involved; and 
will simplify this particular production cycle. When this re-arrangement has 
been completed, the net result will be a $200,000 per year reduction in our costs. 


The handling of materials and finished products is an important aspect of 
costs, and we attack this aspect diligently. Following World War 2 we rapidly 
adopted the then up-to-date wooden pallet and fork-lift truck method of moving 
material in our warehouses. We were proud of the fact that we could transport 
and stack 50 cases at a time. But we did not stop there. Applying the cost 
reduction concept I have described, we eliminated the pallet and with it the cost 
of pallet repair and replacement, the cost of handling the empty pallets and the 
cost of warehouse space to store these same pallets. The equipment to do this, 
which was developed by Procter & Gamble in close collaboration with a fork-lift 
manufacturer, is called a clamp truck. The use of these trucks in our Canadian 
warehouses has achieved a cost reduction of $50,000 per year. In this particular 
case we are making this cost reduction idea available to other interested parties, 
both our suppliers as well as our customers. We have made a 500-foot movie 
which describes this clamp truck system and this has been shown to several 
warehousing and grocery operating groups in Canada. 

Illustrating another point, we work to make our managers more effective in 
their planning and scheduling. Better information systems through the applica- 
tion of the most modern electronic data processes have been very helpful here. 
Using our recently installed IBM 360/40 computer we currently have under 
intense study a new supply, production, warehousing and distribution system. 
When completed and in operation this new system will reduce our costs by an 
estimated additional $275,00 per year. Many other examples could be offered but 
they would merely be repetitive to my main point which, in summary, is this. In 
Procter & Gamble we recognize that we must constantly increase our productivi- 
ty if we are to stay competitive in the face of accelerating cost pressures. 


Mr. WiLLIamMs: Ladies and gentlemen, from what Mr. Baillie has said, I 
think you can see that we are a very cost-conscious company. Fundamental to 
the success of our approach to minimizing costs is mass production. Fundamental 
to mass production is mass consumption. If we cannot generate mass consump- 
tion then the whole process collapses. The only effective way we know of 
generating mass consumption is by selling the consumer; by enabling her to try 
for herself the new and improved products which our Research & Development 
people have invented. 


I would now like to ask Mr. Garrett, Director of Advertising, to discuss 
briefly with you how we go about doing this. 
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Mr. A. D. Garrett, Director of Advertising, The Procter & Gamble Company 
of Canada, Limited: Ladies and gentlemen, we are committed to the mass 
manufacture of our products. The job of advertising is to sell those products to 
the five million housewives throughout Canada. The success and progress of our 
business depends upon the ability of advertising to do this job effectively and 
above all economically. The markets in which we do business are highly com- 
petitive and the housewife to whom we sell is constantly looking for innovation, 
improvement, increased value and variety of choice. In this environment our 
advertising has a three-part job to do. 

1. Through our advertising we must inform the housewife of the products 
we have available, of the value they represent to her and also persuade her to 
try them and to use them in preference to those of our competitors. This has to 
be done across the whole of Canada to both a continuing purchasing population 
which makes around five million buying decisions a week and also to the 200,000 
new purchasers who enter the market each year. 

2. Advertising, and advertising alone, can effectively bring to the attention 
of the housewife improvements to existing products, which have been made as a 
result of consumer-based research and development. These improvements in- 
crease the value of our products to the housewife and she should be made aware 
that better performance or convenience is available to her. The improvements 
also represent an investment on our part on which the demand developed by 
advertising will, we believe, bring us a fair return. 

3. Advertising introduces the Canadian housewife to completely new prod- 
ucts. This is our investment in the future and we will go into this in more detail 
in a moment. Mr. Williams has spoken of the nine new products we have 
successfully introduced into Canada in the last six years. Not only are we 
satisfied that advertising has played a major role in bringing these new products 
into the Canadian home—we know for absolute certainty that without advertis- 
ing they could not have been successful. 

Advertising, like most things, is not a cheap commodity to buy and its cost is 
30 per cent greater now than it was five years ago. It is, however, by far the most 
effective and efficient selling medium available to us. If there were a more 
efficient and effective alternative we would certainly use it. If advertising is 
doing its job effectively it will be conspicuous and it may seem that a great deal 
of expenditure is involved. On the other hand, I suggest that no one in this room 
would consider two postcards delivered to the housewife in the course of one 
year to be excessive advertising expenditure for a mass consumer item which has 
to be available for weekly purchase throughout Canada. And yet, ladies and 
gentlemen, as an alternative to television, that is what the annual advertising 
expenditure of an average Procter & Gamble retail brand would buy. We think 
this demonstrates that advertising, as we use it, is relatively inexpensive. 

We believe, indeed we know, that, in a market where millions of Canadian 
housewives are exercising their freedom to choose every single week, advertising 
makes a sale more frequently, with more impact and less expensively than any 
other method. Let me re-emphasize that if there were a better method we would 
use it. Yet advertising is still a cost and as such is subject to the same thorough 
scrutiny of efficiency, as well as of quality and effectiveness, as are all of our 
costs. 


We take great care to see that our advertising is neither unfair nor deceptive 
and that it is soundly based upon the performance of the product. We and our 
advertising agencies do much research to establish that advertising is being seen 
and that it is being remembered in the way we have designed it to be remem- 
bered. If it is not, our effort is wasted and we must return to the drawing board. 

As to efficiency, no cost is examined with more care than the cost of 
advertising media. The use of media is planned market by market, television 
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station by television station, to be sure that we are reaching the people we wish 
to reach with adequate frequency and that the way we plan to do it will be the 
most effective and least expensive open to us. Media plans are kept under 
constant review, and regular testing of different levels of expenditure and 
varying media structures helps to ensure that we are extracting the last ounce of 
efficiency from our advertising dollar. 

After 50 years in business in Canada, we know that advertising properly 
used effectively sells our products; that it stimulates and sustains a high volume 
of demand, and that it thereby reduces our costs. Without it our costs and the 
prices of our products to the consumer would inevitably be higher. It is also a 
fact that advertising must, to be worth its cost, be based upon products of the 
highest quality. The products of our industry are of such quality and it is 
through advertising, and only through advertising, that the Canadian housewife 
is made aware of them and is given the opportunity to exercise her free choice 
among them. 


NEW PRODUCT MARKETING 


You have heard from Mr. Pollock of the complex technical and research 
programs which are fundamental to the creation of new and better products. The 
development of a new product which is tailored to an identified need is not, 
unfortunately, of itself a guarantee that the housewife will buy it in the quanti- 
ties necessary to justify major investments of capital and marketing money. We 
will, indeed we must, price that product competitively but we must be sure that 
the housewife will see in it value to justify buying on a continuing and 
long-term basis. 

Our answer to this is to expose the new product to the competitive forces of 
the marketplace in a limited area of Canada. We select an area perhaps the size 
of Calgary or Quebec City, sometimes larger, which will give us confidence that 
the results can be projected. In our business many factors enter into the choice 
of such an area—size, the hardness of the water, income levels, availability of 
media and promotion facilities, the types of retail outlet and whether the area is 
representative in terms of the products currently available. Into this area we will 
introduce our new product and market it exactly as we would plan to do 
nationally. We will commit money, sometime’ large, to measure the results of 
this test market and will base our decision on capital and marketing investment 
upon it. 

Within such a test market we must establish that the product will meet the 
demands of normal storage and transport. That the package we have designed 
has impact, attractiveness and convenience and that the advertising copy effec- 
tively conveys the value and properties of the new product. We also have the 
opportunity to measure the effectiveness of the promotions program in achieving 
trial and continued purchase of the product. 

The committee has asked, among the topics suggested by Dr. James, what 
our policy is with regard to promotion methods such as coupons, premiums and 
“cents off’ packs. This seems an appropriate point at which to pause for a 
moment to answer that question specifically. We have used, and continue to use 
all of these types of promotions together with others. We use them because it is 
our experience that, in controlled use, and properly selected on the basis of 
careful testing, they are highly effective in promoting trial and re-trial of our 
brands. This, after all, is the fundamental reason for promoting at all. The 
average household purchases our industry’s products 50 times a year, 5,000,000 
purchasing decisions are being made each week, 200,000 new households are set 
up each year and our products are constantly being improved—there have, as you 
have heard, been fourteen improvements to Tide since it was introduced. This is 


why we must and do use sales promotion to have our products sampled not once 
but regularly. 
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Coupons are effective in securing widespread trial of a product, and are 
particularly valuable in giving the housewife a low-cost opportunity to sample a 
new brand or an existing brand which has been improved. ‘‘Cents off” packs, 
properly used, are also effective in stimulating re-trial of products and increas- 
ing sales. We know this because we make it our business to measure their 
effectiveness on each and every occasion that we use them. From the housewife’s 
standpoint “cents off’? packs provide a temporary reduction in our price, which 
will be passed on to her, and which for limited periods represents an important 
saving. Far from increasing the cost of our products to the housewife such 
promotions invariably reduce it. 


To return to the marketing of new products, our policy with regard to 
promotions is highly relevant. The promotion program, as developed for a new 
brand, will often cover three years and every promotional device that can 
legitimately promote trial and re-trial will be considered. The effectiveness of 
the program, in the test market of the new brand, can be and is measured in 
depth. 


The test market of a new product gives us a vitally important opportunity to 
evaluate all the components of the marketing plan we have designed, and if 
something goes wrong we have a good chance of knowing what it was. But the 
really crucial thing a test market does is to answer the question—does the 
housewife like the product, will she buy it and will she go on buying it. Intensive 
and regular research into her usage of the product and her attitude to it, 
together with measurement of the volume and frequency of purchase gives us 
this answer and upon it we base our decision on the investment necessary to sell 
the product throughout Canada. 


A successful test market confirms that we have correctly judged the poten- 
tial of the product. On the other hand, test market results can sometimes warn us 
off. For example, we market-tested in Canada a laundry product in tablet form 
called Salvo, which provided greater convenience through pre-measurement, 
Salvo was already being successfully sold in the United States. The test market 
told us that the Canadian housewife did not want or was not ready for it—or 
that enough of them were not. We did not proceed. This in itself is clear proof 
that test marketing, backed by careful research, does prevent wasteful invest- 
ment. 


However, we believe that we hit a good deal more often than we miss, and 
we submit that our record of innovation is there for examination, as are its 
results. It has made our markets dynamic, not static and the overall consumption 
of soap and detergent products, for example, has, for the past ten years, been 
increasing at double the rate of population growth. It continues to grow at this 
pace and we suggest that this has to be good for Canada. As Mr. Williams has 
pointed out, 47 per cent of our current sales is in products that did not exist in 
1956 and, in the last six years alone, we have introduced nine new products that 
are now firmly established as brands the housewife buys regularly and in 
quantity. 

There is, however, still a long way to go. In Appendix 7 we have shown how 
the per capita consumption of cleaning products—personal, household and laun- 
dry—in Canada compares with that in the United States and the United King- 
dom. The Committee will be interested and perhaps surprised to see that the per 
capita consumption of packaged laundry products, for example, is 73 per cent 
higher in the United States and 28 per cent higher in the United Kingdom than it 
is in Canada. 

For toilet soaps the figures are 26 per cent and 12 per cent. This demon- 
strates a need which must be filled in the interest of the health and well-being of 
the Canadian home. It is our aim to fill this need with new products and with 
continuous improvement to our existing products. 
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Mr. WILLIAMS: I hope, ladies and gentlemen, that Mr. Garrett’s talk may 
have given the committee some understanding of how we in Procter & Gamble 
use our marketing skills to build this all-important mass consumer demand for 
our products. Our marketing operation is not a hit-and-miss affair. It calls for 
that same painstaking thoroughness, testing and research that we like to think 
characterizes all of our corporate activities. Now, as the final item in our 
presentation we would like to have Mr. Pollock deal specifically with private 
label brands and particularly their value relationships to nationally-advertised 
brands such as our own. 


Mr. PoLuock: We state with complete confidence that the performance of the 
high quality nationally-distributed detergents is oustandingly superior to that of 
the lower-priced private label brands; and that this superiority is of great 
importance to consumers. Our conclusions are not based upon mere opinion, but 
upon objective laboratory testing of the products themselves and upon extensive 
work to know what housewives want and appreciate in detergents. We have 
examined private lable detergents exhaustively by direct in-use performance 
comparisons and in hundreds of chemical analyses. 


Let us consider first the laundry detergents. In every important aspect of 
end-result performance, which after all is what housewives are really seeking, 
private label brands are markedly inferior—in cleaning, in removal of stains, in 
whitening, and in the fragrance of washed clothing. Not only is this true when 
she uses normal amounts of the private label products, she cannot, even is she 
uses twice as much, match the results of our high performance laundry brands. 


We know from our consumer research that these differences in end results 
are readily seen by housewives and that they are important to them. I should 
have liked to have been able to demonstrate in laundry tests, here in this room, 
these important performance differences. For obvious physical reasons, this is 
not possible. We should be delighted, however, to have one or more of the 
committee members visit our research and development facilities in Hamilton. 
There you could see these differences demonstrated in actual home washing 
machine evaluation, and we urge strongly that this be done. 


Before leaving laundry detergents, I want to point out that there is no 
mystery surrounding the performance inferiority of private label products. Their 
deficiencies are as obvious in their chemical analyses as in laundry end results. 
They do not embody the advanced formulation know-how that results from the 
kind of research and development work we described earlier. Every private label 
product we have analyzed lacks the newer ingredients used in our high-perfor- 
mance brands. Some lack formula balance. They have a lower percentage of 
basic active ingredients, i.e. they are dilute. Their performance shortcomings are 
entirely consistent with their technical shortcomings. 

Let me turn now to liquid dishwashing detergents. There are, of course, 
several aspects to the performance of dishwashing detergents. Prominent among 
these is the mileage factor, or the amount of dishwashing that a given amount of 
detergent will do. This performance feature can be shown and I propose to do 
this right in this room with the aid of photographs. Furthermore, it is especially 
appropriate that we deal with mileage because of its direct relationship with 
dishwashing economy, a subject which has previously arisen before this commit- 
tee. 

In considering dishwashing detergent mileage, we must look at sudsing 
behaviour. Suds are rightfully regarded by most consumers as an indicator of 
cleaning power in dishwater. The disappearance of suds in the course of dish- 
washing indicates the decrease of effective detergent as it is tied up by soil from 
the dishes, hence the reduction in the power of the solution to wash dishes. The 
demonstration which I am about to describe is based upon the washing of plates 
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which have been soiled with typical foods. We shall show Ivory Liquid perform- 
ance in a side by side comparison with a representative private label brand. 
The first exhibit shows the detergents being measured to ensure the use of 


an equal quantity of each. Ivory Liquid is shown at the right, the private label 
brand at the left. 


Mr. Scott (Danforth): What is the name of the private label brand? 


Mr. PoLLock: The private label brand that we have used is identical in 
chemical composition to two others that we have analysed and which we know 
are sold. Furthermore, it is typical. 


Mr. Scott (Danforth): But what is it? 

Mr. PoLLock: The particular one here is Steinberg’s pink liquid detergent. 

Mr. Scott (Danforth): Steinberg’s pink? 

Mr. POLLOCK: Yes. The amount measured out is equal to one Ivory bottle 
capful, typical usage for a family dinner dishwashing job. 

Next, exhibit 2, we see the sink filled with water, the detergent having been 
added to the running water just as many housewives add it. The quantity of 
water is exactly the same for each test, as is the temperature. I hope you can see 
that the initial amounts of suds are about equal for the two detergents. Each 
plate to be washed has been soiled with a measured amount of the food mixture. 

The next exhibit, number 3, shows the suds levels after washing ten plates. 
The significant point here is that at this stage, Ivory Liquid has a large volume of 
suds remaining, while the level for the private label brand has decreased 
significantly. 

Exhibit 4 shows that after washing 17 plates the private label brand’s suds 
have disappeared, and no more dishes can be washed in this solution unless more 
detergent is added. Ivory Liquid suds are still abundant. 

Exhibit 5 pictures the Ivory Liquid suds level after washing 26 plates. The 
suds level is still quite acceptable for continued use of the dishwater. The other 
photograph simply repeats the appearance of the private label solution after 17 
plates, since the test of this brand was stopped with the exhaustion of its suds. 

Mrs. MacInnis: Is that still the same private label? 

Mr. POLLOCK: Yes. 

Mrs. MAcINNIs: It is not pink any more? 


Mr. PoLLtock: We have used the part of the bottle that showed when it was 
pouring. This was the same scene photographed at the same time. 

Exhibit 6, the last, shows that after washing 35 plates the suds have been 
virtually exhausted for Ivory Liquid. 

Again, we repeat the 17-plate appearance for the other product. 

Mr. Scott (Danforth): How clean are the two sets of plates? 

Mr. PoLLock: They are both clean. 

Mr. Scott (Danforth): They are both clean, so the suds did not have much 
to do with it? 

Mr. PoLLock: May we answer that later, and continue with the brief? 

Mr. Scott (Danforth): Yes. 

Mr. PoLLocK: You may be interested to know what amount of private label 
detergent would have been required to wash as many dishes as were washed 
with the capful of Ivory Liquid. In a duplicate test, we added a second capful of 
the private label product after the suds were gone at 17 plates, and continued 
washing. Even then, the job could not be completed until still another $ capful 
had been added. This means that 24 bottles of the private label liquid would 
have been required to wash the same number of dishes as could have been 
washed with one bottle of Ivory Liquid. 
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This simple but meaningful demonstration shows that, capful for capful, 
Ivory Liquid is far superior in mileage to the private label brands. It shows the 
fallacy of direct price per ounce comparisons for cleaning products. Furthermore, 
and we believe this is of great importance to quality brand users, the housewife 
knows from experience that this mileage superiority of Ivory Liquid, along with 
its other highly desirable characteristics, is assured for each and every bottle she 
buys, week after week and year after year. 


The performance deficiencies of private label detergents whether for laun- 
dry or for dishwashing are significant and demonstrable. As we have shown you, 
price alone as a measure of true value can be utterly misleading. 


Mr. WILLIAMS: Thank you, Mr. Pollock, I would like to make a couple of 
concluding comments on what Mr. Pollock has said which I think are germane 
to this fundamental issue of private label brands. I told you in my opening 
statement that we have no quarrel with the point of view that says there 
are some housewives who, in exercising their freedom of choice, like to buy on 
price alone and to whom top quality performance is of secondary importance. 
However, the fact that the housewife has this freedom to choose between price 
and quality must be credited to manufacturers such as ourselves; for if we had 
not invented synthetic detergent products in the first place then there would not 
be any private label synthetic detergents at all. Furthermore, when the next 
major technical break-through in our industry comes forward it will be we who 
do the inventing and not the distributor of private label brands. 


I would also like specifically to comment on the role of manufacturers, such 
as ourselves, as competitors with those retail organizations who sell private label 
brands. These organizations control the distribution of products such as ours at 
its most sensitive point, namely, the point of sale where the housewife makes her 
purchasing decision. These organizations determine whether our products will be 
placed in distribution in their stores; how much shelf space they will be allocated 
and where this will be; and what supplementary in-store support, if any, they 
will receive. Their own brands whether purchased by them or processed by them 
are in direct competition with our brands at this point of sale. They control not 
only their own prices but the prices of our brands and of our competitors’ brands 
as well. This fact has compelled us to devise means by which nevertheless we can 
compete effectively. Our basic competitive device is to appeal direct to consum- 
ers over the head of the retailer. We do this through product innovation, superior 
product quality, consumer advertising and consumer promotions. 

It is necessary for us, and desirable, in our opinion for the economy, that 
these retail organizations have effective competition. For us to compete with 
them we must be able to use all the competitive tools available to us. If these are 
taken away or blunted we lose our competitive position of course; the retailer is 
left in sole control of the distribution process at the point of sale; and competi- 
tion is seriously impaired not only price competition which already exists, but 
competition in product quality, innovation and response to consumer wants and 
needs. 

Ladies and gentlemen, during this presentation—and I thank you for your 
great patience with us—we have tried to establish three basic things about our 
company. First, that our company feels a deep sense of obligation to people, not 
least, I may say to those people who make up our consuming public. Second, that 
in our view our continuing progress is directly dependent upon our ability to im- 
prove our existing products and to invent entirely new products, each one offering 
the housewife ever-increasing value; and to use our marketing skills to sell these 
products economically and in mass volume. Third, that in this vital area of 
providing products of ever-improving quality and value at competitively low 
prices our record has been an enviable one. Let me remind you. Over the past 18 
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months the increase in our prices to the trade of our consumer products has 
averaged only 1.5%. 

Thank you, Mr. Basford; thank you, ladies and gentlemen. 

Co-Chairman Mr. BASForD: Thank you very much, Mr. Williams. While Mr. 
Williams is getting his breath, there is something I would like to say that I 
intended to say at the beginning of the meeting, and I want to assure Mr. 
Williams it has absolutely no relationship to his evidence this morning. I say it 
now because I notice that we have a good number of the former witnesses and 
competitors mentioned here. 

It has been brought to my attention that some of the witnesses who have 
appeared before this committee have used their evidence for advertising and 
commercial purposes and, more recently, have run radio commercials which 
stated that certain facts relative to their company or their product have been 
proven before this committee. I do not have the text of the commercial, so I do 
not want to be any more specific than that. 

Other witnesses have, I think quite properly and justifiably, complained to 
me that this is an undesirable practice, and I would agree that it is, and I think it 
is an abuse of the proceedings of this committee, because at this point absolutely 
nothing has been proven in front of the committee. A great deal of evidence has 
been adduced, but there is at the moment no proof, and, of course, if this practice 
were allowed to continue it would lead companies and witnesses who have come 
here quite frankly and openly to allege certain things and then go out and say 
they were proven before the committee. 

Therefore, I do want to bring this to the committee’s attention, and to the 
attention of the witnesses and companies that have appeared before the commit- 
tee. I have not had an opportunity of reviewing the law books on the subject, 
but should the practice continue I certainly intend to do so in order to see 
whether that constitutes a breach of the privileges of parliament. I will consult 
also with Dr. Ollivier, the parliamentary council, and his Honour, the Speaker, 
because I think it is a practice that we cannot allow to continue. 

The purport of my message this morning is that those who are using the 
proceedings of this committee for advertising purposes might well be advised to 
cease and desist. 


Mr. Scott (Danforth): Who are they, Mr. Chairman? 


Co-Chairman Mr. BAsFrorp: I have not the text of the material before me 
and, therefore, I do not wish to be any more specific than this. 


Mr. Scott (Danforth): I know they have all been perfect at the times they 
have appeared, but I think we should know the names— 


Co-Chairman Mr. BASForD: It has been reported to me that certain commer- 
cials have said so and so. I have not the text of those commercials, and, therefore, 
I cannot guarantee what was said, and I would not want to name a company in 
case it did not say what was reported to me. 


Mr. Scott (Danforth): Perhaps you would not mind checking and then 
giving the committee the names later on today, because what you have said sort 
of casts a shadow over them all. 


Co-Chairman Mr. BAsrorp: No, I simply ask the company, if it is doing this, 
to cease and desist. 

Senator Cook: That is, if they are doing it? 

Co-Chairman Mr. BASFORD: Yes. 

Mr. ALLMAND: It seems to me, Mr. Chairman, that the briefs are getting 
longer and longer, and are being used not so much for advertising but for public 
relations, and as a medium for pushing products. This morning it has taken us 
approximately an hour and a half to go through this presentation. I know that 
we started a little late, but this presentation continued until five minutes to 
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eleven, in any case. It seems to me that if the briefs are going to take that long to 
present, thus leaving so much less time for questioning, and since we have 
scheduled other groups such as this one to appear which are probably going to 
make long presentations, then they might be asked to prepare a summary which 
can be read. This is done in other committees, such as the Transportation 
Committee. Companies that have very long briefs should give us a summary. Of 
course, if they decide to present a short brief then that is within their preroga- 
tive. 

I get the impression that the briefs—not just the one we heard this morning, 
but many of these briefs—are being used for public relations purposes. 


Mrs. MacInnis: Mr. Chairman, there is one point I should like to make. The 
brief was very fair but, again, I think it is unjustifiable for any firm to take this 
occasion to attack, as was done this morning, the private name brands. We want 
to hear about the firm, and not attacks on rival methods of doing things. These 
are things that should be watched in the future. 


Co-Chairman Mr. BASFoRD: In answer to that last comment I will say that 
the companies were asked to make comments on private label brands, and 
several of the witnesses, I think, were quite proper in making the comments they 
did. 

Mrs. MAcInnIs: They were hardly comments. 


Co-Chairman Mr. BASFoRD: You can accept their comments or not, as you 
wish, but I do not think the witnesses should be criticized because the retail 
chains and those who have their own private label brands went to great lengths 
in their submissions to make known the merits of their particular private label 
brands. I do not think Procter & Gamble should be criticized for their comments 
this morning. You may not like those comments, but I do not think they can be 
criticized with respect to them. They were asked to make specific reference to 
private label brands. I am sure, with regard to Mr. Allmand’s comments, that the 
witnesses have noted them. 

The first name on my list is that of Mr. Scott. 


Mr. Scott (Danforth): Mr. Williams, first of all I would like to say a word 
of appreciation. You are one of the few witnesses who have done us the courtesy 
of sending us your brief ahead of time. Most of the briefs have been landed on us 
like a bomb, and we have had no chance of looking at them before hand. Your 
sending your brief ahead of time is much appreciated. 


Co-Chairman Mr. Basrorp: I do not think I can accept that, Mr. Scott. What 
you say about Procter & Gamble is true, but many other companies were asked 
to have their briefs in a day in advance of the hearing, and most of them did 
comply with that request. Of course, many could not. Dr. James tells me that 
most of them have complied with that request. I know that most of them have 
arrived at my desk ahead of time. 


Mr. Scott: (Danforth): Then you may have a special desk, Mr. Chairman, 
but we have not been getting them all the time. 


Mr. Williams, the general area of discussion that we took up on Tuesday 
with the Colgate-Palmolive Company involved not so much the quality of the 
product—and this you have dealt with very substantially—but the way in which 
the consumer meets the product and her ability to make intelligent choices. You 
spent a lot of time this morning, and justifiably so, on Crest. I went on another 
little shopping trip this morning to see how you marketed Crest, and I discov- 
ered, as in the case of Colgate-Palmolive, that there is a completely weird 
method of sizing. Your sizes are 14 ounces, 58 ounces and 83 ounces, ail of 
which have different prices, of course. There is an in-between size and price that 
was not on the shelf of the supermarket I visited. I want to ask you the same 
question I put to Colgate on Tuesday. Is there no other way of marketing these 
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products. Having regard to the designations that you have on Crest I do not 
know who could possibly compare the values as between the 52 ounce size and 
the 83 ounce size. How in Heaven’s name can any shopper be able to sit down 
and sensibly compare the prices of those products? 


Mr. WILLIAMS: Let me answer your question by making three points, if I 
may, Mr. Scott. First, when Crest was introduced it was introduced, of course, 
into a dentifrice market that already existed. There were certain sizes of com- 
petitive products that were already packed in these sizes. I think it was not 
unnatural—and we ourselves were marketing a product called Gleem for which 
we had certain packaging equipment—it was not unnatural for us to say at that 
point that we would market our new product in sizes that were apparently 
accepted by the trade and other manufacturers as being the standard sizes, and 
this we did. 

I know that this matter was discussed with the Colgate people, and I 
understand that the Colgate people said that they would go away and look at this 
whole question. We would be delighted to do exactly the same, if that would 
help. 

Mr. Scott (Danforth): But you have had six years in which to look at it. 
You have had Crest on the market for six years. 

Mr. WILLIAMS: Yes, and my answer to that, Mr. Scott, is that we do not talk 
to our competitors about what is a good size. We do not ask them: “‘What sizes do 
you think we ought to have?” In this case we came into a market that had been 
established for many, many years. We did market our product in ounces, 
although I think the usual unit of weight in those days was the gram. We went to 
ounces, and, of course, we converted the grams into the appropriate number of 
ounces, and that is how we wound up. Not until this committee began its 
hearings—and I mean this in all seriousness, because we are very sensitive to 
what the consumer says—did we hear this question raised, or hear that this has 
been a problem. 

Mr. Scott (Danforth): But consumers’ groups have raised this problem for 
years. 

Mr. WILLIAMS: It may interest you to know that we get anywhere from 
4,000 to 5,000 letters a year from consumers, every one of which we answer. In 
all of those letters I do not believe—I will be delighted to find out how many 
letters we have received in the past year that have complained about our use of 
toothpaste sizes. I am not saying that they are right; I am not suggesting that, 
but I am saying that it is only in very recent times indeed—and I have been in 
Canada now for about five years—that this whole subject has cropped up. I 
think the way a woman buys Crest, if I may say so, is by looking at those sizes on 
the shelves, and finding it not very difficult to work out which is the bargain. 


Mr. Scott (Danforth): Would you work it out for me? 


Mr. WILLIAMS: I can, because I happen to have it right here. If she buys the 
smallest size of Crest—we will call that a unit of 100. 


Mr. Scott (Danforth): That is the 14-ounce size? 


Mr. WILLIAMS: Yes, that is the 14-ounce size. We will give that a unit price 
of 100. If she buys the next larger size she actually pays only 92 per cent of the 
cost. The difference is 92 compared to 100. In other words, she saves herself 8 per 
cent. If she moves up to the bigger size, or what we call the family size, she 
actually pays only 80 per cent of the cost of the small one. Finally, if she buys 
the very large one—and a surprisingly large number of people do buy it, 
probably because they have large families—she actually pays only 68 per cent. 

Mr. Scott (Danforth): But she does not know that. 
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Mr. WiLuiaAMs: Based upon the way our business is going, she jolly well 
does. 


Mr. Scott (Danforth): You just cannot tell that from the items on the 
supermarket shelves. For instance, the 8% ounce size costs $1.49. 


Mr. Wiutiams: I do not say she says to herself that if she buys this size she 
pays only 68 per cent of the cost of the smaller size, but what she does say is: 
“That’s a hell of a bargain, and I am going to buy it”. I would certainly say that 
from the way our family size business is growing, and the way our small size 
business is shrinking. I agree that she does not understand the mathematics of it, 
and that is why I say we will be very happy to look at it in the way the Colgate 
people are going to look at it. But it is a fact that these women are buying these 
bigger sizes; it is the whole trend of our business. 


Mr. Scott (Danforth): I am still trying to make the point that when you 
people package this stuff there is no possible opportunity for a housewife to 
make an intelligent comparison, and I suggest that you have done nothing but 
create hopeless confusion and hope like the devil that they buy the big package. 


Mr. WiuurAMs: Isn’t this odd. I think this is just a fundamental difference of 
view between us. You make an assumption in your mind as a fact that I charge 
the woman only 68 per cent on our larger size per ounce of product than I do for 
the smaller size, that we are doing that to deceive the consumer. I am saying to 
you that we are passing on to the consumer great benefits from our point of view 
and from her point of view, she gets them in buying the bigger size. I do not see 
how I can be accused of confusing or being unfair to her when I tell her that she 
is getting 32 per cent off her dollars and cents if she moves up to our bigger size. 


Mr. Scott (Danforth): Look at your Safeguard soap. You sell one brand of 
Safeguard— 


Mr. WILLIAMS: May I see that, sir? 


Mr. Scorr (Danforth): I want to get it on the record first as to what it says. 
It is called the ‘‘Complexion”’ size, and sells two for 41 cents, and you sell another 
size, a bath size which I think is two for 53 cents. There is not a single thing on 
that package to indicate the size of brand, the ounces, or any thing else, and I 
defy you to find it. 


Mr. WILLIAMS: Mr. Scott, may I answer that by saying that you have chosen 
for your point of view perhaps not the best example. It is utterly impossible to 
put any weight on a bar of soap, whether for scrubbing or washing clothes, or 
scrubbing or washing floors, or for toilet soaps or bath soaps, because these bars 
when they are fresh have a particular weight, but as they get older they 
inevitably lose moisture. This has been gone into very carefully by the weights 
and measures people of the federal Government of Canada and of the govern- 
ment of the United Kingdom. It is not possible to do it. 

I can say on here, 54 ounces net weight when packed, and that will be 
correct. In fact, it will be more than correct. I mark on my king size Tide 
package 80 ounces, and we pack 82 ounces, and I mark 42 ounces on the middle 
size, and we pack 44 ounces, and I could mark 20 ounces on my smaller size, and 
we pack 21 ounces. And we can guarantee on a detergent which is protected by a 
good solid container that those weights will be valid when the consumer buys 
them, but nothing on earth can stop moisture loss by a bar soap, and no scientist 
on earth has been able to do it yet. 


Mr. Scott (Danforth): I grant your difficulty, but wouldn’t it be better to 
put it on than to put nothing at all? 


Mr. WILLIAMS: If we did this, if we put on a weight—you have not chosen 
the best example from your point of view, Mr. Scott, and I am trying to help you. 
It is totally impossible to mark any weight. If that bar was sitting in a very, very 
hot place on a supermarket shelf—and this actually happens—it could get lost 


CONSUMER CREDIT 1711 


for 18 months or perhaps a year and if we packed that at 31 ounces it might 
become reduced to 2.6 ounces, and yet she is getting exactly the same soap 
content but the moisture has been lost. But it has to be there in the first place or 
the bar would crumble and become dust. 


Mr. Scott (Danforth): Iam not saying that; but what amazes me is that you 
can do anything but devise ways to let the consumer know what is going on. 
What is wrong with putting on the bar some basis of comparison so that the 
consumer can buy intelligently? 


Mr. WILLIAMS: I can only say that I just know if I were a consumer it 
would be wonderful if this bar of soap never changed its weight. I do not know 
what you would say if I said, “53 ounces when packed’, and later you found it 
was 47 ounces. Wouldn’t you be deceived? It could not be done. I cannot stop 
water evaporating, it just cannot be done. The federal Government is going 
through this whole thing with every soap manufacturer, and so are others 
throughout the world, including the United States. I have been involved in the 
United Kingdom with this, and we all agree that there is no answer. For 
example, with an 80 ounce king size Tide, I defy anyone in Ottawa to get 80 
ounces, you will get more, and on an average 82. 


Mr. Scott (Danforth): I cannot see any reason why you cannot devise some 
method of marking a product so that the people who buy them can make some 
intelligent judgment between the various prices. Take your detergents. Oxydol 
is one. Why is it not possible to package those in units so that housewives can 
make an intelligent comparison of the different sizes, not with your opponents, 
because you mark them in roughly the same quantities, but between the sizes of 
your products? 


Mr. WiLLIAMs: I will answer you on Oxydol. At one time, some years ago, 
Oxydol was converted from a soap, when finally the soap business was disap- 
pearing in Canada, into a synthetic detergent, packed exactly the same weight. 
However, we decided in response to a great consumer demand, because a lot of 
people use hypochlorite bleach, but a lot of people, not all, do not like bleaches. 
However, we found that some women would like to have a bleach built into the 
detergent, and then they didn’t have to take the risk, because sometimes there is 
a risk attached to bleach. So we put bleach into Oxydol. We could very easily 
have taken out some of the existing Oxydol product and just substituted the 
bleach for it. But we did not do that, we put the bleach in on top of it, and 
Oxydol therefore does contain more product. It has as much of the basic 
detergent, and on top of that the extra ingredients. I do not think we are 
deceiving her by doing that. It is marked 83, is it not, Oxydol? 


Mr. Scott (Danforth): You sell 5 pounds 34 ounces for 83 cents. 


Mr. WILLIAMS: Our basic weight on Tide, Cheer and Bold is 80 ounces, but 
Oxydol contains ingredients additional to the others and they raise the weight. 
We had the easy alternative to substitute, and we didn’t do it. 


Mr. Scott (Danforth): I think you are missing my point. I mentioned 
Oxydol. These are the complaints we members of Parliament are getting from 
housewives. They write and say that you have one pound five ounces, and two 
pounds twelve ounces, and so on, and there is no way they can adequately sit 
down and make a comparison between the different products. Is it not possible to 
mark your product so that the housewife can make an intelligent comparison. 
This is what creates the situation. 


Mr. WILLIAMS: We also have a problem, too. As you know, you talked on the 
subject with General Foods. What we are trying to do— 


Mr. Scott (Danforth): This is the same product. 


Mr. WILLIAMS: I am sorry, you are not talking about different weights of 
the same size? 
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Mr. Scott (Danforth): I am speaking about your own products. 


Mr. WILLIAMS: From our point of view, frankly, if tomorrow we said, “‘Let’s 
make it one pound, three pounds,” I don’t know how many millions of dollars it 
would involve. We have packing machinery to accommodate certain sizes. We try 
to put into those packages what look like sensible values. Here again, I would 
like to make two points about this. I said, I was not sneering or being cynical, or 
trying to curry favour with the housewife, that she is a keen and very dis- 
criminating buyer, but if your wife buys 20-ounce, our smallest size, let us say, 
the cost is 100 units. If she buys the middle size, 12’s, as we call it, she pays on a 
per ounce basis 92, and she saves 8 per cent. If she buys the larger size she pays 
85 per cent as much. 

Again, Mr. Scott, it is strange to me if these ladies are so confused. We used 
to have about 70 per cent of our business in the 24’s size. Let me tell you today it 
is about 23 percent and the trend is a strong one to the middle sizes and large 
sizes. That is partly convenience. I know perfectly well what my wife does, she 
buys the big ones, and I bet your wife does the same. 


Mr. Scott (Danforth): I think they buy that in the hope that it is the best, 
without having any indication that it is the best buy. 


Mr. WILLIAMS: I can assure you it is. 
Mr. Scott (Danforth): I wish you would do it on your packages. 


Mr. ALLMAND: If the federal Government, through a consumer’s agency of 
some kind, decided to regulate sizes of detergents and soaps, that they be put in 
sizes of straight ounces that would be easily calculated—such as they regulate 
sizes now with fruits and vegetables—would you as a company object very 
much to this—because all companies would be obliged to do this? 


Mr. WILLIAMS: Can I understand the question correctly? Are you saying 
standard size of packages, or are you saying standard weights within the pack- 
ages? There is a tremendous difference. 


Mr. ALLMAND: The question would be more directed to regulating weight or 
sizes in order to help the consumer. I do not know yet. If such a proposal were 
made, I do not know the specific provisions, but my question is, would you 
object to regulations which, in the opinion of the agency, if there were such an 
agency, would help the housewife make the calculations which Mr. Scott speaks 
of—in other words, simplify it for the housewife? I do not know how they would 
do it. Perhaps they would try to eliminate fractions, and avoid too many sizes 
and so forth. They do this already with fruits and vegetables. 


Mr. SmitH: If that were extended from fruits and vegetables to other 
products? 


Mr. WILLIAMS: I have to answer that I don’t think I can say, and in saying 
that please do not think I am being evasive, because I am not. It would depend 
enormously on what kind of regulations they are. I do not mean, how legislative 
they were. We have to look sympathetically at anything of that kind, but until 
you can define just what it is, I could not possibly give a yes or no answer. May I 
give you an example of what I am talking about? Here are two boxes, one 
containing Ivory Snow and the other containing Bold. I did not bring these: I 
found them here. These boxes are identical in size. You have to consider the cost 
of the packaging machine. If we had to have a special one it would cost many 
hundreds of thousands of dollars. 


Now, this box of Bold contains 80 ounces; the other box, containing Ivory 
Snow, contains 4 pounds or 64 ounces. 

Those two boxes are the same size from the housewife’s point of view but in 
the case of Ivory Snow we can get in 64 ounces and in the case of Bold we can 
get in 80 ounces. If you said, we want Bold to be 4 pounds and Ivory Snow to 
be 4 pounds; or alternatively, if you said we want a box of Ivory Snow to 
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contain 5 pounds and we want a box of Bold to contain 5 pounds, it would 
mean investing hundreds of thousands of dollars in new packaging machines 
and so on. I think I might say that the result would be that Ivory Snow would 
disappear off the market. I would not be interested. 


Mr. ALLMAND: We would not want to do things which would increase the 
cost; but with the same product I think you could eliminate fractions without 
changing the size of the box. I have seen one box with 2 pounds 2 ounces. It may 
be you could take off the 2 ounces and just have boxes with one pound, two 
pounds, four pounds, and still fit in the same size boxes. You always leave a bit 
of air. Mr. Scott found a package yesterday where it settled down to leave 
one-third air. I am sure you would have enough room within the sizes of boxes 
already, to eliminate fractions and one or two ounces. Do you think that would 
be financially feasible? 


Mr. WILLIAMS: We will look at anything of that kind, of course we will; we 
have a real responsibility as manufacturers. But the question of cost comes in. 
You would not want to do anything to raise costs, nor would we. 

Mr. ALLMAND: Not if it is going to increase the price. 

Mr. WILLIAMS: So it is a matter that whoever is responsible for this ought 
to produce it and then let us—who, after all, are the people who have to do it 
—let us look at it. I think you would find it extremely difficult but who am I 
to say to the federal Government ‘We will not listen’? We are listening all 
the time. 


Mr. ALLMAND: It would be difficult, for example, in those two packages you 
showed me, to compare the weight, because of density. It would be very difficult 
to get the same kind of weight in both packages for both products. However, 
within the same line, I cannot see why it would be difficult to eliminate fractions. 
First of all, it means you put a little more or a little less in and you eliminate the 
odd numbers and just have an even price. I notice that you have here in one 
product, Spic and Span, sizes 4 pounds 64 ounces; 2 pounds 8 ounces; 1 pound 
3% ounces. Those are in the same product range. 

Mr. WILLIAMS: I am damned if I know about that one myself, as to where 
the half ounce came in there. I do not know. However, could I say again, as it is 
really a fairly fundamental fact—that on Spic and Span I think of them as 
eights, twelves and twenty-fours—that is what goes into a case. It is interesting 
that twenty-fours used to be our largest seller by a long way. Again taking its 
index as 100, you buy the 12’s, or your wife buys them, at 95 per cent and down 
to 87 per cent for the largest size. 

Mr. ALLMAND: I do not disagree with that. 

Mr. WILLIAMS: You do not disagree. 

Mr. ALLMAND: It is just a case of fractions and odd sizes. 


Mr. Scott (Danforth): Would you give the same undertaking as Colgate 
gave, that you would undertake a feasibility study and let us have the results? 


Mr. WILLIAMS: Mr. Scott, we will be delighted to do that. 


Mr. ALLMAND: What would be the objection to putting on the package the 
price per ounce to the trade, so that the housewife would at least know what the 
price per ounce was when it was sold to the retailer and could compare it with 
other products in the same range. 


Mr. WILLIAMS: I am thinking of the confusion, if we put our trade price on. 


Mr. Joya: Mr. Allmand was asking if you could put on the package the 
price you are charging to the retailer. 


Mr. ALLMAND: You say 15 cents on some packages. 
Mr. WILLIAMS: We put ‘15 cents off’’. 
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Mr. ALLMAND: Recently there was a manufacturer here of A.B.C., and they 
had the exact price on one of their products, A.B.C. and they said it maintained 
the price level. I am wondering if there would be any objection to putting the 
price per ounce to the trade on all your packages. It would not be large. 


Mr. WituraMs: It would be a tremendous job. Iam sure you know very well 
that the prices charged to different classes of the trade depend on the size of the 
purchase. A large association like Loebs would buy at our best terms, per 
carload. On the other hand, an independent grocer might buy at the 10-case 
price. Again, many retailers do not buy direct from us. We may take the order 
and the order may be shipped by their wholesaler, and the wholesaler sells in 
relation to the price at which he buys. He may buy from us at the carload and 
sell to the retailer in 25-case lots. 

I know that General Foods have said—and this was quite interesting from 
my point of view and it surprised me—that they have a standard price for ail 
products to all their trade, no matter how large or how small the order. That is 
not true in the soap industry, and I would not think it is so in many other 
industries. 


Mr. ALLMAND: What is the use of “15 cents off” if you sell at different prices 
to different retailers or wholesalers? You write that on the package. 


Mr. WILLIAMS: Yes, we write it on the package. I may sell the product to 
you at the 10-case price. Let us say that you area medium size independent. You 
will have a normal price, for example, for your Tide, king size. You may be 
charging $1.85. That is your regular price and your customers know that when 
they buy king size Tide from Mr. Allmand’s store they will pay $1.85 for it. We 
send you a case of 15 cents off packs and we charge you your normal price. That 
is, we charge you on your 10-case order less 15 cents a package. We give you the 
full reduction of 15 cents per package. At this point you are able to say, while 
you have that in stock, ‘““My price is no longer $1.85, it is $1.70 so long as this 
lasts.” And we pay for it, of course, because we give you the complete reduction. 

On the other hand, the chain store down the street, or the store out in the 
country, might be selling the same product, because his costs are not as high as 
yours, for $1.79. If he gets 15 cents off and passes that to the consumer—and he 
usually does—then he sells it for $1.64. 

Now, I do not know what price is going to be put on all these different 
packages, because sometimes they are bought through jobbers and sometimes 
they are distributed direct from headquarters and the ultimate price at the 
retailers will differ from store to store. 


Mr. ALLMAND: That is all on that point. I have another question, though. 
You demonstrated this morning that some products have better values within 
them than others, and that they are therefore better products. You said that, 
definitely. Now, within other products such as fruits and vegetables there are 
gradings. In other words, they have fancy quality, choice quality and so on. 


Mr. WILLIAMS: Certainly. 


Mr. ALLMAND: What would be the reaction of your company, if there were a 
consumers’ agency within the federal Government which graded in some way or 
other soap products so that the consumer would know and have a general idea 
that, for example, your product will for the same ounce or two ounces do 35 
plates while another product will do only 17, and so on. Such an agency could 
consider other matters as well and they could distribute this information either 
via the package or through bulletins and so forth. 


Mr. WitutAMs: I have no objection to the consumers’ associations testing 
our products, providing they can do so. Frankly, the test is not very simple. Mr. 
Pollock went through this this morning and, as you know, we go through this 
tremendous product testing all the time. It goes back to the consumer. Is this 
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something she wants? When we decide it is something she wants and that there 
are enough consumers who want it, then we know that the majority like this 
product as against others that we are testing, which are usually products on the 
market already, of course. 

When we test a product, it is in the hope of finding consumers in sufficient 
numbers to make it worthwhile to expand our facilities and to enable us to sell 
the product and to enable them to buy it. That is the test. If I offer a woman a 
package of Cheer and she does not like Cheer but finds that she prefers to 
buy—on occasion—our competitor’s Omo, if she prefers to do that, nothing on 
earth is going to stop her, unless I go out and find out why she prefers Omo 
to Cheer and then make my Cheer better than Omo. 

Mr. ALLMAND: What would your reaction be if the federal Government had 
a grading system set up in consultation with the trade, so that products were 
graded A, B, C and D in descending order, just the way food products are graded 
according to fancy, choice and so forth? They have to decide on certain criteria to 
judge vegetables, for instance. Perhaps they could do the same thing with 
products such as yours? 

Mr. WILLIAMS: Mr. Allmand, I wish them luck with the problem. I can go 
into Loblaws and, even with my untutored eye, I can tell the difference between 
big oranges and little oranges. 

Mr. ALLMAND: I am referring to canned vegetables. 


Mr. WILLIAMS: But you are dealing with a commodity, not with one of these 
terribly sophisticated products. 

Mr. ALLMAND: You may be right; I do not know. 

Mr. WILLIAMS: Frankly, I do not think it can be done. I really do not. That is 
why we are such a consumer oriented business. The consumers grade our 
products and that grading is reflected in the market share we get. 

Mr. ALLMAND: With respect to the bars of soap, you said you could not 
weigh them. You could not give weights for them because of the loss of moisture. 
Can you sell them according to volume? I presume you must do that now. You 
must have machines which cut the soap into certain volume sizes. Is that not 
right? 

Mr. WILLIAMS: Yes, we do. 

Mr. ALLMAND: Can you mark the volume on the package? In other words, 
can you do that on some of the products that are already being sold? 

Mr. WILLIAMS: Would you pass that sample up to me, please? I think that is 
a wonderful example. 

An hon. MEMBER: You had better get on record that that is a Lever Brothers 
product. 

Mr. WiuuiaMs: I do not know how you would measure this bar of soap. 
Now, here is a bar of Safeguard. We have a special, fancy opening which I can 
never seem to find. Now, comparing the two bars of soap, you can see that the 
problem is how to measure them? With a loss of moisture, the volume goes 
down, of course. 

Mr. ALLMAND: These shapes and sizes are a result of consumer research, are 
they? 

Mr. WILLIAMS: I am sure that this is, (indicating bar of soap) and I know 
that this is (indicating bar of Safeguard). 

Mr. Scott (Danforth): There seems to be a lot of free advertising going on. 

Mr. ALLMAND: You say that the larger sizes give better bargains. 

Mr. WILLIAMS: Yes, they do, indeed. 


Mr. ALLMAND: Do they deteriorate over a period of time? 
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Mr. WILLIAMS: No, they do not. 
Mr. ALLMAND: That is all for now, Mr. Chairman. 


Senator CARTER: Mr. Chairman, I would just like to follow up on one or two 
questions that Mr. Allmand asked about this problem of sizes. Would there be a 
possibility of determining some cleaning unit? I think that is what the housewife, 
after all, is interested in. The illustrations you have given us show the cleaning 
power of one product versus another. Would it not be possible to define a unit of 
cleaning power? Then it would not matter what size package you used. 


Mr. WILLIAMs: I will let Mr. Pollock answer that question. 


Mr. Potiock: First let me say that, in our research and development work if 
we had such a cleancut system for grading our efforts, we would be very happy 
to use it. We do not have such a system which will apply, as Mr. Williams 
mentioned, across the extremely broad range of variables which any of our 
products will find in actual consumer use. What we must do in a situation of this 
sort is devise, for our initial guidance and laboratory work, techniques which 
give us a basis for evaluation. We try to take a fairly average basis, or one which 
would affect a number of people. However, we do not rely solely on those 
techniques to decide that we have really made an improvement which consumers 
across the broad range will find acceptable or desirable. But, we go out to 
consumers and do research in order to test our improvements under actual 
conditions, which, unlike this test I showed you this morning, are not standard- 
ized to be reproducible and to show rather quickly the performance differences, 
but will, nevertheless, give us the assurance that the consumers see what we 
think they should see. Further, we go into the actual market then, not on a 
national basis but on a test market basis, to test the sale of the product. 

Now, to come back to the question, we can develop a method for depicting 
the difference in mileages between these two grossly different products, but it 
would be misleading for me to say that the housewives across Canada, each and 
every one of them, would find exactly the magnitude of difference we show here. 
Under conditions of different water temperature, different water hardness, diff- 
erent volumes of water, different kinds of soil, different manual practice in the 
way dishes are cleaned, there will be variations. What I have tried to illustrate 
here is the gross disparity between these two products which will show up under 
any condition of use. It will not apply when trying to fix something on an 
absolutely numerical scale. 


Mr. WituramMs: Senator Carter, I think what you have in mind, and this 
point has been raised before, is this: could you take two packages of detergent 
and determine that one package will wash 75 shirts while the other will only 
wash 25 shirts. 


Senator CARTER: I had something along that line in mind, but, just coming 
back to one point Mr. Pollock raised, surely the water temperature should not 
make too much difference, because housewives across the country use pretty well 
the same temperature of water. The water may be hard, soft or medium, but 


surely there must be some way of determining a cleaning unit that would be 
standard for everybody. 


Mr. WILLIAMS: Forgive me, but this is our business, so I suppose we ought to 
know something about it. This is not actually true, you know. For example, I 
suspect that one of the reasons why Oxydol, with its built-in bleach, is a smallish 
brand in our line—it is important, but it is small—is because it has a bleach 
which is called a perborate bleach, as distinct from hypochlorite bleach which 
you buy in bottles and which will operate at any temperature, either in cold or 
in hot water. The perborate bleach only operates at high temperatures; and when 
I say “high temperatures” I mean of the 170 degrees-plus variety. An enormous 
number of women, either because they do not have the facilities to get water that 
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hot or because they do not want to use water that hot, do not get the full benefit 
of the perborate bleach in Oxydol. Other women, on the other hand, do use 
temperatures of that extreme nature and do get the benefit. I am not thinking of 
individual water temperature variations from day to day in the ordinary 
household, but the range of washing temperatures goes as low as 120 degrees and 
up to even 175 degrees; that is a huge difference. If you get a chap who works in 
a steel works, as distinct from a white-collar worker working in an office, the 
housewife has a totally different job to do in washing his shirts, with all the 
sweat and grime, as against what she has to do when washing my shirts. 
Conditions vary so much. I tried to spell out some of these differences. Even the 
same women doing apparently the same amount of washing, the washing could 
be quite different whether she is doing kids’ dirty overalls or washing her 
husband’s shirts. 


Senator CARTER: If a national scientific research board carried out an ex- 
periment and determined that to wash, say, 20 dishes it required a certain 
amount of cleaning power, and said that is the unit of cleaning power when the 
temperature is 120 degrees, say, and everybody would have to put on their 
packages just how many units were in the package, would not that take care of 
the problem? It would not create the problem you have of having to change 
sizes. 


Mr. WILLIAMS: Yes, it would be very difficult. In fact, it would be impossible 
because I do not know what I would do for the woman who washes at a high 
temperature. I do not know what I would do when she is washing lightly soiled 
dishes today, that had held a salad and cold meat meal, when she still has the 
same number of plates, and tomorrow, when— 

Senator CARTER: She is not interested so much in that, but if somebody has 
laid down this unit and you have measured what is in your package in terms of 
that unit, you could say, “This package contains 1,000 units.” 

Mr. WILLIAMS: Oh yes, if somebody defined the unit. 

Senator CARTER: If a national research board did. 

Mr. WILLIAMS: Yes. 

Senator CARTER: You would have to put the number of units on your 
package, and every other processor would have to put the number of units on 
theirs, and the housewife would then see that the private label brand would 
probably have only 500 units—or less than that, according to your illustrations 
23 times less—and what we want is some way in which the housewife can 
compare the value she is getting for her money, which is sometimes camouflaged 
by size of package and by the odd number of ounces and ‘grams that she has to 
search to find. 

Mr. WILLIAMS: Obviously, if some national research board of the kind you 
speak of can come up with that—and it is something, I must say, that we, with 
the experience we have, have certainly failed to come up with—but if it is 
possible, we have to look at it and will be glad to do so. 

Senator CARTER: Take toothpaste— 

Co-Chairman Mr. BAsForD: Senator Carter, before we leave soap, I wonder 
if I could ask a question? 

Senator CARTER: Certainly, Mr. Chairman. 

Co-Chairman Mr. BasForD: I have got lost in suds, I am afraid, because Mr. 
Beeson assured us on Tuesday—and I quote his exact words: “They have 
absolutely nothing to do with cleaning ability, as you know.” And yet this test 
has been based simply on suds. 

Mr. WILLIAMS: I have to say I do not agree with Mr. Beeson. 

25233—33 
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Senator McDONALD: Excuse me, but are we not talking about two different 
things? He was talking about suds in washing machines, and we are talking 
about suds for washing dishes. Is there a difference between suds in washing 
machines and suds to wash dishes in a basin? Or am I right in saying that he was 
not talking about washing dishes? 


Co-Chairman Mr. Basrorp: I think that he was mainly dealing with laun- 
dry, but I took it that the comments were general, that suds had nothing to do 
with it. 

Mrs. MacInnis: The man who showed the demonstration said the dishes 
were equally clean. 


Mr. WILLIAMS: Yes, they were. 


Co-Chairman Mr. BasrorD: But 17 plates were equally clean with 35, was 
what he said. 


Mr. WrILLiaMs: Yes. The private label detergent washed the plates clean; it 
washed the 17 plates just as well as Liquid Ivory washed its plates, except the 
difference was 35 to 17. 


Co-Chairman Mr. Basrorp: The difference was the suds disappeared at 1 
and 35, but our former evidence was that the suds do not make any difference. 


Mr. WiiLtaMs: I do not think Mr. Pollock should be saddled with saying the 
suds themselves make a difference. We are saying that as an indicator of the 
residual cleaning power in the dishwater those suds indicate, if you have suds 
left, that you still have cleaning power left in the dishwater. 


Mrs. MacInnis: So they are related? 


Mr. WruiiaMs: One is evidence of the other, very clearly—very clearly 
indeed. In exactly the same way, if you use a wringer washing machine and you 
have Tide in there and you get to the point where there are no suds left on top of 
that water, you are quite right to add additional detergent because when that 
water becomes completely free of suds you should. 

Mind you, there is another category of product which is what we call the 
front-loading automatic specialty products which we call Dash, and our competi- 
tors have All. That is totally different. That is not because the suds have been 
put into these other products, but because we have taken the suds out of the low 
sudsing detergents. We actually put, at substantial cost, what we call suds 
suppressors into Dash, and I am sure Mr. Lockwood’s company puts them in All. 
If you happen to have a front-loading automatic you cannot use the wrong type 
of detergent because of the fact that the suds inherent in the detergent gum up 
the machine. 

So, the manufacturer was faced with that problem when front-loading 
machines became popular, and we constructed special products to take care of 
that. The fact they do not contain suds is because we have taken the suds out. 
The fact these do contain suds is an indicator of the cleaning power they have. 
This is just as true in laundry as in dishwashing—when the suds of the high suds 
detergent disappear the housewife knows, and we know, that the cleaning power 
of that solution has got to a point where she has to add more product. 


Mr. Scott (Danforth): By way of a supplementary, that is not what we took 
out of Mr. Beeson’s evidence yesterday. My impression was—and I would be glad 
to be corrected if I am wrong—that the only reason you put sudsing quality in 
your detergent is that you cannot convince the housewife it has nothing to do 
with cleaning power and, therefore, they are just put in, although they have no 
particular value at all—you stick them in because the housewives think suds 
mean something about cleaning. 


Mr. WILLIAMS: I was not here, Mr. Scott. I can only say that we would be 
fools, in my opinion, to spend a lot of money putting suds into one product and a 
lot more money taking the same suds out of another product. 
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Mr. Scott (Danforth): That may well be. 


Mr. WILLIAMS: When you make a synthetic detergent, by its very nature— 
we do not put suds out on the rivers for nothing; we do not do that for no 
purpose. Suds are an inherent part of the behaviour of the formulation to give 
the housewife what she wants. 


Mr. O’KEEFE: Maybe you are confusing suds with foam. I understand foam 
has nothing to do with cleaning power. 


Co-Chairman Mr. BASForD: We are talking about suds. 


Mr. WILLIAMS: I am saying that in a high sudsing product like Tide in the 
dry field, or Liquid Ivory in the liquid field, foam and suds are the clearest 
indicator to us and the consumer that there is cleaning power in the solution. The 
suds by themselves do not do anything. 


Mr. O’KEEFE: When you say ‘“‘suds,’’ do you mean “‘foam’’? 


Mr. WILLIAMS: I mean that (pointing to the demonstration photographs.) 
Well “that” has gone off the board—the stuff that was there. 


Co-Chairman Mr. BASForp: I think we have a flat contradiction here. 
Mr. WILLIAMS: Yes, we do. 


Senator CARTER: To come back to this problem of quantity in respect of 
toothpaste, a small tube of toothpaste will give so many brushfuls. Could you not 
also put on the package the number of brushfuls, in hundreds or thousands or 
whatever it is? What I mean is that a unit could be devised by someone in those 
terms that would not be concerned with the size or the weight of the tube? After 
all, that is all we want to know—how far it will go. 


Mr. WILLIAMS: How would you handle this— 


Senator CARTER: I do not know that I have seen it on a package, but I have 
seen the length of the ribbon mentioned in advertisements. 


Mr. WILLIAMS: We can measure the ribbon, of course, but then there would 
be arguments as to how thick a ribbon it is, and manufacturers would say that 
their ribbon is thicker than that of other manufacturers. Just imagine this 
problem. You and I do not use toothpaste on the basis of inches, or what have 
you, of length. You may use a Tek toothbrush which has a very small head, and 
you use just as much toothpaste as you feel you need to clean your teeth. A 
child, if he is economical, will use a moderate amount of toothpaste, but a sloppy 
child will use much more. You get toothbrushes this long, and others that are 
that long. I do not know how you could do it, Senator Carter. 


Senator CARTER: Somebody will have to define a unit. I do not know why 
units cannot be defined. However, I will leave that. 

What is your best selling product in dollar terms? Which of your products 
accounts for the greatest number of dollars? 

Mr. WILLIAMS: Our biggest selling product is Tide. 

Senator CARTER: Which product is the most profitable? 

Mr. WILLIAMS: Tide is our biggest selling product by a long way, and it 
therefore earns the most dollars. 

Senator CARTER: Can you give us any figures to show how it compares with 
the others? 


Mr. WILLIAMS: No, I cannot, because we made up all of our figures on the 
basis of these product category groups. I do not have individual product figures 
with me. 


Senator CARTER: What percentage do your toothpaste sales represent of your 
volume of sales? 


Mr. WILLIAMS: This would have to be a guess. 
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Senator CARTER: Well, do you manufacture any other toothpaste besides 
Crest? 


Mr. WriuuiaMs: Yes, we manufacture one brand called Gleem, but I am 
afraid it is not a very significant factor in this market. 


Senator CARTER: You have made a specific point in your brief about saving 
1,800,000 cavities. 


Mr. WILLIAMS: Yes, 1,800,000. 


Senator Carter: And you say that that represents $9 million of savings. 
How can you be so specific? 


Mr. WitLiaMs: I will ask Mr. Pollock to answer that because this is based on 
statistical data, and I am not a statistician so I cannot tell you. It is based on 
statistical data and worked out by people who are certainly very good statisti- 
cians. 

Co-Chairman Mr. Basrorp: I do not know if you realize what you are 
asking, Senator Carter. What you are really asking for is a commercial. I do not 
know whether you wish to pursue the question. 


Senator CARTER: What I want to get at is: How can you be sure that this has 
saved so many cavities when there are so many other factors that enter into it. 
For instance, people are fluoridating their water now. If what you say about 
Crest is true then I see no need for the fluoridation of water. A person can get rid 
of all his cavities without drinking fluoridated water. 


Some MEMBERS: Oh. 


Senator CARTER: Can you be sure that the fluoridation of water has not had 
an effect in respect of reducing cavities? 


Mr. PoLLock: We know it by experiencing more than 20 years of testing, 
and now with more than 10 years of testing of this specific formulation. We have 
tens of thousands of people who have participated in clinical studies over a broad 
range of living environments. We have, therefore, a sufficient mass of statistical 
information from people to know exactly what are the variables which would 
confuse the picture. This is not the same as taking the people in this room and 
running a two-year study on them. All of this data has been scrutinized in as 
thorough a manner as any set of data ever collected, and the conclusion is that 
across the broad range of population Crest effects a 32 per cent reduction in 
dental decay. 

Now, from there it is a simple matter, knowing how many people in Canada 
are using Crest, and then applying it and getting the mathematical figure we 
came out with. } 

I think what you are driving at, Senator Carter, is for me to tell you that we 
have had a sufficient base in respect of the number of people using the product in 
order to make the statement that we do make. We can state that most em- 
phatically, and can state also that it is accepted not only by the experts in our 
own company but by the dental profession on this continent wherever there is 
a voice to speak for them. 


Senator CarTER: Is that related to only the age groups that include children? 


Mr. Poutock: It is applied to all age groups. Some of our tests show a figure 
of as high as a 75 per cent reduction, and this of course, would be among the 
early age groups. Some figures show a reduction of as little as 19 and 20 per cent. 
So, we have taken all age groups, but this figure of a reduction of 4 is the sum 
total for the total population. 


Mr. ALLMAND: Your product has been in existence for almost the same time 
that fluoridation of water has. How can you say your figure of 32 per cent is valid 
when so many cities now have fluoridation of their water supplies. 
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Mr. PoLLockK: Because we have conducted these evaluations up to the 
present time, and we are, in fact, still continuing them. 


Mr. ALLMAND: But your figures with respect to the total population are 
estimates projected from controlled tests; is not that correct? 


Mr. PoLLock: As are all figures based on clinical evidence, yes, sir. 


Mr. ALLMAND: But in projecting those percentages have you taken into 
consideration the fact that many cities now fluoridate their water supplies? 

Mr. POLLOCK: Yes, we have, and this is the reason for continuing, even with 
an established product, this kind of performance testing, which will take into 
account any changes that may occur. We keep on feeding the information in. I do 
not say that this necessarily predicts what will be the case five years from now, 
but we are certain that it has given us an accurate picture of what is taking place 
today. 

Co-Chairman Mr. BasrorpD: I wonder if we could move on now to another 
subject. 

Senator CARTER: I have one last question. While you have been concerned 
about cavities in teeth, you have also expanded your sales of cake mix. 

Mr. WILLIAMS: I would remind you, Senator Carter, that we did them both 
simultaneously. 

A MEMBER OF THE COMMITTEE: That is the way they encourage the use of 
more toothpaste. 


Senator CARTER: Yes, you have got a good thing going there. 

Co-Chairman Mr. BASForD: Mrs. MacInnis? 

Mrs. MacInnis: I would like to finish off with another word about these 
markings of sizes on packages of soap. It is true that the packages of detergents 
are marked with the weight. It is true also that this is not marked with the 
weight. I realize that this— 


Mr. SMITH: What do you mean by “this’” Mrs. MacInnis. “This”? means 
nothing on the record. 

Mrs. MAcInn«s: I am referring to this bar of soap. 

Mr. SMITH: Safeguard? 

Mrs. MAcINNIS: Yes, Safeguard. Would it not be possible—I want to say 
definitely now that a housewife is not a computer, particularly when she is in a 
supermarket with three or four active children and a shopping basket to look 
after. I think you have to look at the thing straight on from the interests of the 
consumer, and there has to be a definite marking on the package in easily 
multipliable ounces or pounds. Has there been any consideration given in respect 
to your various advertisements to educating the consumer at least to the point 
—could you not say that soap and soap products shrink with time; that they lose 
weight with time. Women would be quite susceptible to understanding that, in 
my opinion. Do you not think you could mark this thing in the same way as you 
do a package of soap flakes, and say that it weighed so much when it left your 
factory, but these things shrink with time, and point out to the consumer that 
when she buys it she may find it contains less than what is marked on the 
package? Would it not be possible to do that? 

Co-Chairman Mr. BAsFrorp: Mrs. MacInnis, I really think Mr. Scott explored 
that point, and received an answer. 

Mrs. MacInnis: I want an answer from Mr. Williams as to whether there has 
been any attempt to do this in adver tigi gibi consumer education, and putting 
this up to the women. 


1722 JOINT COMMITTEE 


Mr. Wiuuiams: Not that I am aware of by experience, but women do 
understand without being told, of course. But these things do lose weight. I do 
not know, Mrs. MacInnis, how that would help them very much. 


Mrs. MacInnis: Well, simply because there would be a weight marked on 
the soap the same as the detergent when it leaves your factory. 


Mr. Witurams: I do not want to pretend that I am Ph.D. in chemistry, 
because I am not, but that would be terrible misrepresentation, you know. 


Mrs. MacInnis: Why would it not be so if it were on here? 


Mr. WriLLiaMs: Because producis like detergents do not lose weight, with 
the protective package around them. Safeguard happens to be a bar which is 
surprisingly good at holding its moisture content. On the other hand, there are 
other types of bars that start off with a much higher moisture content, and you 
might get one bar weighing five ounces at the packing line, and another brand, a 
differently formulated brand, weighing five ounces, which might go down to four 
and a half ounces, and another to four and a quarter ounces; and if there is a 
time difference, with one being on the shelf for a year and a half, and another for 
three months, all you can tell the woman is that this is marked five and a half 
ounces, but it ain’t what you are going to get, and please be happy with what you 
have. 


Mrs. MacInnis: No, I think that a woman would understand—that she is not 
happy in getting an unmarked package now, and I feel sure that to have a pack- 
age marked would be a much better thing. 

Having said that, I will go on to something else, keeping in mind the caution 
of the Chairman, and the fact that he is looking at his watch. I am a Tide user 
and have been since 1950, for the reason that it is a good quality product and 
there have not been price changes sufficient to make me change to another 
product. 


Co-Chairman Mr. BasrorpD: Mrs. MacInnis, we have prevented the witness 
from giving a commercial. 


Mrs. MacInnis: That is why I want to get my innings in now. But having 
said this, you have mentioned that Cheer has had four changes, and Tide 
fourteen changes. I want to ask, do those changes warrant all the advertising and 
everything else which is lavished on them? Is there a point where this advertis- 
ing adds to costs greater than it warrants benefits to the consumer? 


Mr. WiLL1aMs: Mrs. MacInnis, we have tried very hard in our brief, in our 
presentation this morning, to say to you that advertising and sales promotion do 
not add to our costs. You are very familiar with the rise in the price index. One 
of the basic reasons we have been able to control our costs and to keep our prices 
down has been the very large volume of business we do. Do you think we like 
declining profits? I am the president of the company, and I do not like to see our 
profit figures going down from $4.3 million to $3.1 million. I would be delighted, 
of course, if I felt that I could reduce my costs in any direction, including my 
advertising costs; but I know this, that we have tested low levels of advertising 
and promotion on some of our brands, and we are doing it all the time to make 
sure the level of our spending is the level at which we get a fair return on the 
investment. 

Now, I have never yet met a case where Procter and Gamble has tested a 
lower level of advertising, found it succeeded, and failed to adopt it. We are 


doing this all the time. The level of spending we have for our brands is designed 
to be the least we can get away with. 


, Mrs. MAcINNIS: The point is that prices are going up on all the elements 
going into the making of these products for the consumer. Are you going to be 
able to hold that line with costs going up? Are you going to be able to do that 
with the cost of living going up the way it is in other directions? 
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Mr. WILLIAMS: Let me quote one particular development, that of biodegrad- 
able detergents, to which it is anticipated the whole industry will be converted in 
Canada. I am very happy to say that the three major companies are the ones 
who brought this about in my opinion in Canada. To the best of my knowlege, 
all of us have turned to this conversion, and certainly we have, 100 per cent. 
That is going to cost our company about $140,000 to $150,000 a year. When 
we undertook this project originally as an industry, we said we were hope- 
ful this would not have to be reflected in rising prices, and we are still hope- 
ful that by our cost reduction program we will be able to absorb that. 
I cannot guarantee that if my chemical costs and packing materials rise in 
cost; but I can say that you can rest assured that it is not in our interest 
or the interests of our consumers that our prices should increase, so if we can 
absorb that cost we will do so. 


Mrs. MAcINNIS: Have you ever thought or explored the possibility of dis- 
cussing with the retailer prices which would be the least possible to the consum- 
er of your product? 


Mr. WILLIAMS: Mrs. MacInnis, we encourage our retailers all the time to 
keep their prices as low as possible, but we cannot go beyond that. Take Bold, if 
you like. It is more costly, for there are other ingredients in it. We have priced it 
to the trade exactly at the same price as Tide, Cheer and so forth. We do all we 
can to keep the retail prices down, because of course, it is in our interests to do 
so, but in the final analysis we cannot go legally beyond that. We simply cannot 
control retail prices. 


Mr. Scott (Danforth): Let me draw to your attention this package of 
Crest, which is stamped at $1.19. 


Mr. WILLIAMS: May I see that. They certainly made a price change, didn’t 
they? All these prices reflect, so far as I am concerned, the same list price. 


Mrs. MacInnis: That is precisely what I mean. What is the use of your 
keeping a cost down at the factory if the costs are jumped away up to the 
consumer? It is the business of this committee to try to get for the consumer 
goods at a reasonable price. Is there a way you can, by persuasion or by 
cooperation with the retailer, to get the price so that it shall be reasonable to the 
consumer? I mean, is there no responsibility in the mind of your company to do 
anything about that? 


Mr. WILLIAMS: Of course we feel responsibility, of course we do, but really, 
even the federal Government has not found any way to say to one retailer, “You 
price it at that,” and to another, ‘You price it at that.”” And we certainly cannot 
do so. 


Mr. Scott (Danforth): Are you afraid of the chains? 
Mr. WILuIAMs: No, why should I be. 


Mrs. MAcINNIs: But then you do not take any responsibility for holding 
down the ultimate price to the consumer. 


Mr. WILLIAMS: Mrs. MacInnis, we take this responsibility. We can keep our 
own costs down, and we do keep our own costs down; I have proven that. After 
that, we do the best we can. If we have a cents off pack we make sure, so far as 
we can, that they pass it on to the consumer. If we have an allowance we do our 
best of course to make it a price feature, but if we went to a chain and said, ‘‘You 
price this for so much, and that for so much,” we would be told in the first place, 
“Get out of my office;” and in the second place we might have to go to jail. We 
cannot do it. 


Mrs. MAcINNIs: Then the chains and the retailers are responsible for price 
increases? 


Mr. WILLIAMs: It is entirely their responsibility, Mrs. MacInnis, yes. 
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Mrs. MacInns: In other words, as a final question, the retailers, in your 
opinion, are responsible always for the extra price to the consumers, the addi- 
tional price mark up? 

Mr. WituiAMs: I will repeat what I have already said, that we do not set and 
cannot set retail prices. We control our prices. Our prices on the whole have 
moved, as you know, from previous figures, very modestly. Frankly, that is as 
far as I can go. 


Senator McDonaLp: The package of Crest that you have there has three 
prices, $1.19, $1.29 and $1.49. Has there been any change in the price of Crest? I 
understand Mr. Scott bought this at an I.G.A. store. Has there been any change 
in your price to the I.G.A. chain stores for the last six months in Crest? 


Mr. WILLIAMS: I do not know, but I will check it. 
Senator McDONALD: Or in the last year? 


Mr. WILLIAMS: It has been pointed out to me, and this could be one of the 
reasons, that from time to time we give to the retail trade, at all levels, on an 
equal basis, merchandising promotion allowances. We encourage the retailer to 
pass these on in the terms of their prices, and it is 30 cents off in this case. 


Mr. Scott (Danforth): Not down; it has gone up from $1.19 to $1.49, during 
the period in which you were doing this. 


Mr. WILLIAMS: I cannot say. 
Mrs. MacInnis: You have no way of enforcing that cents off reduction? 


Mr. WILLIAMS: We have not but fortunately, just as in our own industry, 
there are competitive forces in retail prices and if someone is selling at $1.85, 
with 15 cents off, that is $1.70, the other who continues to offer at $1.85 would 
not be long in business. 


Senator McDoNnaALD: Supposing that during the period in which this package 
of Crest was bought by the chain store from your company, that you had a cents 
off scheme, what would the cents off amount to on that size package of Crest, as a 
general rule? 


Mr. WILLIAMS: I really do not know the answer to that question. I would 
have to get it for you. I am not sufficiently familiar with the promotion policy on 
Crest. I am not even sure that we use a cents off policy on Crest. Now I 
understand we do, but I do not know the value of it. 


Senator McDonaLp: Surely you have a general knowledge which would 
enable you to answer this question. Surely it would not amount to 30 cents on a 
package of toothpaste? I do not know, I have no idea. 


Mr. WILLIAMS: It might. 


Co-Chairman Mr. BASFORD: We have another box of Crest here, which was 
purchased by the committee, priced at $1.19, reduced to 76 cents. (Box passed to 
Mr. Williams). 


Mr. WILLIAMS: That is GEM, whoever they may be. They are out to get 
Crest business. $1.19 is the standard retail price and they have reduced it to 76 
cents. 

Mr. JoYAL: They are losing money? 

Mr. WILLIAMS: They might be. 


Mrs. MacInnis: The ordinary housewife does not like the graduations, a few 
cents up or down. Is there no way in which she can plan her budget at the retail 


level? She is not interested in these fluctuations as they interfere with her 
budgeting? 


Mr. WILLIAMs: I hate to sound unhelpful. We have our price list and sell at 
the same terms, depending upon the quantity they buy, to every retailer in 
Canada. Large retailers buy in carloads, small ones buy in 10-case lots or 
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through a jobber. Our price is equitable to everybody. As has been said in the 
brief, we try to influence the price and if we find someone has Lever or Colgate 
priced in the trade below ours, we do everything we can to get our price down to 
that competitive level. But if a retailer decides to raise his price by cents, so long 
as he does it on them all we cannot say to him that he cannot do that. We have 
not got that power. 


Senator CARTER: Do you have a suggested price for these packages? 
Mr. WILLIAMS: Yes. 


Senator CARTER: What is the suggested price for the one that went from 
$1.19 to $1.49? 

Mr. WILLIAMS: In the case of the one that went from $1.19 down to 76 cents, 
I guess the suggested price was $1.19 and these people decided to go down to 76 
cents. 

Senator CARTER: What about the other one? 


Mr. WILLIAMS: I really do not know. I can give you the carload but I cannot 
give you the suggested retail price. 


Senator CARTER: It would be more than $1.18? 
Mr. WILLIAMS: Yes, it is a much bigger tube. 


Senator INMAN: Who will pay the cost of this representation? Will it be 
absorbed by the consumer, or will the shareholders get less dividends? These 
briefs cost a lot of money to prepare. 


Mr. WILLIAMS: I do not regret it, because, as I said when I started, this is a 
very important inquiry. I know this, that for the past five weeks or more, 
virtually all our top management team—and this is really where the cost 
is—have been devoting many hours of each day and each weekend—for the last 
three week-ends, each one of us has been in the office on Saturday and Sun- 
day—attempting to present to you, not an evasive, not an untrue, but we hope a 
helpful brief. This is the cost of this inquiry to us. It is the cost of our 
management time over several weeks. This has been in addition, of course, to 
continuing to try to run a complicated business. 

If you want a specific example, when it was found that Air Canada might 
have a strike, we also hired a private aircraft, to be able to be sure that we 
would be here this morning—and I am glad to say we were. 


Mrs. MacInnis: That still does not answer the question, who is going to 
absorb the cost? © 


Mr. WILLIAMS: The case is going to be that this is one of the Government 
costs of doing our business, and we would say that this would be a chargeable 
expense. I hope the National Revenue will agree with us. 


Mrs. MAcINNIS: Maybe. 


Co-Chairman Mr. Basrorp: The British Board of Trade recently ordered 
your company and Lever Brothers to cut their advertising budgets in half. Is 
that correct? 


Mr. WILLIAMS: Not quite correct sir, no. 
Co-Chairman Mr. BASForD: Could you correct me? 


Mr. WILLIAMS: I would be delighted to put the record straight. What has 
happened is that the Monopolies Commission in the United Kingdom have 
recommended for consideration that Procter & Gamble and Unilever Limited 
should cut their advertising and selling expense by 40 per cent and cut their 
wholesale prices by 20 per cent. That is a recommendation of the Monopolies 
Commission which has been forwarded to the Board of Trade and is now under 
discussion, as I understand it, between the Board of Trade and the two com- 
panies concerned. No conclusions have been reached. Needless to say, the two 
companies concerned do not agree with the Monopolies Commission Report. 
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Co-Chairman Mr. BasrorD: How did the level of the advertising and selling 
expenses of the United Kingdom operation compare with the Canadian opera- 
tion? 

Mr. WILLIAMS: I do not know, sir. I have been out of that operation now for 
three years and I do not know what the figures are. 


Co-Chairman Mr. Basrorb: How did they compare three years ago? 
Mr. WiLuiamMs: I really do not know, Mr. Basford, I really do not know. 


Co-Chairman Mr. BASForRD: But you must have left the English company to 
come here and have changed from one set of figures to another? 


Mr. WILLIAMS: Let me tell you a little about my history, to show I am 
getting old and out of date. I came to Canada in 1960 to set up the Food and 
Toilet Goods Division. I stayed in Canada for two years and then went to Europe, 
when I went to handle the business in Scandinavia. I then had no operating or 
acting responsibility for the British company and for the last three years I have 
been back here in Canada doing my present job. So I am now a minimum of six 
years out of date with what has happened in the United Kingdom—and of course 
conditions have changed enormously since then. What happened six years ago is 
quite different from what is happening now. 


Co-Chairman Mr. Basrorp: If the United Kingdom Board of Trade accepts. 


the recommendation of the Monopolies Commission, how is that enforced? 


Mr. WiuLuiAMs: I do not know, sir, how they will enforce that. I have no idea. 
This is the first time that one industry has been selected in this way and its 
operating procedures questioned to the degree where there is any possibility of 
enforcement. I do not know how they are going to do it. 


Mr. JoyAL: Mr. Williams, you have given us your comparative statements of 
profit and loss in Appendix 5. Perhaps you could also file with the committee 
your balance sheets for that same period of years. You could file those later, if 
you do not have them with you now. 


Mr. WILLIAMS: We do not have them, Mr. Joyal, but we will be delighted to 
get them for you. 


Mr. JoYAL: Similarly, if you look at Appendix 3, you will see that you have 
given us a breakdown of your 10 major commodities and the percentage of costs 
involved therein and the profit and so on. 


Mr. WILLIAMS: Yes. 

Mr. JOYAL: Would you give us the actual figures on gross sales? 

Mr. WILLIAMS: I will be delighted to provide that information also. 

Mr. JOYAL: You are, I take it, a subsidiary of the American company? 


Mr. WILLIAMS: We are a wholly-owned subsidiary of The Procter & Gamble 
Company of Cincinnati, Ohio. 


Mr. JoyAL: Do you make any payments to your parent company from year 
to year? 


Mr. WILLIAMS: Yes. 


Mr. JOYAL: Do you make payments other than for commodities or goods that 
you purchase from them? 


Mr. WILLIAMS: We pay what we colloquially call a “technical services fee’. 
Mr. JOYAL: What does that amount to? 


Mr. WILLIAMS: This fee was discussed very thoroughly with the federal 
Government and is, in fact, one per cent of our net sales. 


Mr. Joya: I see. This covers all of the technical services that they provide. 


Mr. WILLIAMS: It covers everything they provide to us, engineering, product 
know-how, new products, product development, market research, engineering 
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help, manufacturing processes, help in design of buildings and so on and so forth. 
Yes, sir. 

Mr. JoyaL: And you were suggesting that the Department of National 
Revenue has admitted of this particular percentage figure as being deductible. 

Mr. WILLIAMS: Yes. Indeed, I think they felt that we were getting very good 
value. 

Mr. JoyaL: Do you have any subsidiaries in Canada yourself? 


Mr. WILLIAMS: Our own company has none. Our parent company has one, 
the Victory Soya Mills. 


Mr. JoOYAL: Victory Soya Bean? I see. Has your Canadian company any 


financial interest in any other Canadian company involved in food or consumer 
products? 


Mr. WILLIAMS: None whatever. 


Mr. JovyaL: When you provide us with your balance sheets, which will 
indicate your assets and liabilities, we hope of course to be able to determine not 
only what is your net profit before or after taxes, as disclosed in Appendix 5 but 
also what might be the comparable figures with other industries in regard to 
your return on investment. 

Mr. WILLIAMS: That you will find, of course, on the balance sheets. 

Mr. Joya: Now, are there any retained earnings that you hold in Canada at 
the present time? Are there any undistributed profits that you hold in the 
Canadian company which have not been paid out as dividends to the American 
parent? 

Mr. WILLIAMS: Oh, yes, indeed we built the business on retained earnings. 

Mr. JoyaL: Could you give us, from the top of your head, perhaps, what 


have been the amounts of dividends paid to the American parent company over 
the past five years? 


Mr. WiLuiAMs: No, I cannot. I know that we paid $3 million something last 
year. I think it was $3,090,000 or something of that order. I cannot tell you what 
we paid in the previous years, but that will show up on the balance sheets. 


Mr. JoyAL: I take it that your balance sheet will disclose what has been the 
investment income from the undistributed profits as well. 


Mr. WILLIAMS: I think they will show that, yes. It is a complete balance 
sheet, so it should. 


Mr. JoyAL: Next, you have mentioned improvements in your products. At 
page 33 of your brief you mention 14 improvements to Tide. 


Mr. WILLIAMS: Yes. 


Mr. JoyaL: I do not want to list all 14 improvements. That would take 
too long; but can you give us some of the major improvements to Tide since it 
first came on the market? And according to Mrs. MacInnis that was in 1950. 


Mrs. MAcInnts: It was in 1948. 


Mr. WILLIAMS: You are quite right; you have a good memory. I would like 
Mr. Pollock to answer that question. 


Mr. JOYAL: Fine. 


Mr. PoLuock: Tide, of course, is sold on a cleaning platform, because it 
excels in cleaning. Therefore, you will not find it surprising that more than half 
of the 14 improvements have related directly to whitening and cleaning. 


Mr. JOYAL: I see. 
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Mr. PoLLock: Beyond that we have, just as an example, the improvement 
recently mentioned by Mr. Williams, namely, the conversion to a bio-degrade- 
able formulation. We have improved the speed with which Tide dissolves, par- 
ticularly in cold water. Very early after the introduction of Tide, we incorporat- 
ed a tarnish inhibitor which improved the performance of Tide as a dishwasher. 
Particularly at that time many people used Tide to wash dishes. 

Our aim has always been to make Tide compatible with its role as the No. 1 
general household cleaning product. 


Mr. JOYAL: You are suggesting that Tide today is a better product than it 
was 15 years ago. 

Mr. POLLOCK: Very definitely. 

Mr. JOYAL: And yet the price has remained constant. 

Mr. WILLIAMS: I would not say it has remained constant for 15 years. 

Mr. JOYAL: But it has remained stable. 

Mr. WILLIAMS: Yes, it has remained stable. 

Mr. JOYAL: So, today, it could be alleged that the quality of the product has 
increased more than its price. 

Mr. WILLIAMS: Very definitely. 

Mr. JOYAL: At least this is what you allege. 


Mr. WILLIAMS: Yes, and I think it is true too. As Mr. Pollock rightly pointed 
out, I do not think we could sell our 1948 Tide today. 


Mr. JOYAL: You also referred at length in your brief to the research and 
development and the marketing process involved in Crest. Could you indicate 
the total amount for research and development that your company has spent 
over the long number of years it took to develop this particular product? The 
assumption is, of course, that it is an improvement over other dentifrices. 


Mr. WILLIAMS: May I ask you a question? 
Mr. JOYAL: Yes. 
Mr. WILLIAMS: Do you doubt that Crest was a tremendous breakthrough? 


Mr. JoyAL: As the co-chairman said awhile ago, we are looking at evidence; 
not at proof. This is your evidence. 


Mr. WILLIAMS: I do not have a figure, but, of course, the basic development 
of Crest was done in the United States. I do know, however, that it cost many, 
many millions of dollars. I am fairly sure I would not be wrong if I said it was at 
least $25 million. It might even have been $40 million. I just do not know. It was 
a huge amount, though. 


Mr. JoyAL: And the cost to the Canadian company would be proportionate to 
its sales at that time? 


Mr. WILLIAMS: We are fortunate, Mr. Joyal, in that we pay our one per cent 
on net sales but get all the benefit of the research of the parent company. 


Mr. JoYAL: There was a purpose to my question. I noticed in reading 
through Appendix 5 that your manufacturing expenses, research and so forth, 
have gone up from 1961 to 1966 by 60 per cent in dollar values. In percentage 
values, in terms of your sales, whereas it represented 5.7 in 1961 it now 
represents 7.3 in 1966, which is an increase of 28 per cent. 

Now, can we assume that the increase in manufacturing expenses, research 
and so on, might have remained relatively stable? Would this increase of 28 per 
cent represent an increase in your research development expenses or could you 
otherwise provide us with a breakdown of that particular item in Appendix 5? 


Mr. WILLIAMs: I am sorry. Forgive me, but let me get the question clear, 
because it is complex. 
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Mr. Joya: I will try again. Your item marked Manufacturing Expenses, 
research and so forth indicates an increase in dollars from 1961 to 1966. 


Mr. WILLIAMS: Yes, 4.4 million to 7.1 million. 
Mr. JOYAL: That is 60 per cent. 
Mr. WILLIAMS: Yes. 


Mr. JoyaAu: As a percentage cost on sales, it represents an increase of 28 per 
cent. What I want to find out, and perhaps you have not got those figures with 
you but will provide them later, is what part of that percentage increase of 28 
per cent is attributable to manufacturing expenses and what amount is attribut- 
able to research and development? 


Mr. WILLIAMS: We will attempt to break that down for you, sir. 


Mr. Joya: Thank you. If everything that has been said about Crest is true, I 
think it should be clear that research and development, which would be organ- 
ized as an operation in a privately-owned company like yours, might conceivably 
at some time be of benefit to the public at large. Do you follow me? 


Mr. WILLIAMS: I think it has been of benefit to the public at large already. 
Yes, indeed. 


Mr. JOYA: If you should indicate that you do spend much more on research 
than you did before, and perhaps you have some indication among your products 
that there have been improvements, then it would be the work of the committee 
to compare the increase in prices with the increase in quality. 


Mr. WILLIAMS: I understand. 


Mr. JOYAL: Just one more question, Mr. Williams. Both Mr. Allmand and 
Mr. Scott, as well as Mrs. MacInnis, referred to the possibility of finding a 
formula where, as far as the consumer is concerned, she would be more enlight- 
ened or better guided in making a choice when it comes to prices. I am just 
wondering, if a solution or formula could be found whereby the price by Procter 
and Gamble of any of its commodities per ounce to the retailer could be 
indicated on the box, what difficulty would you have thereafter in having your 
commodities placed on the retailer’s shelf. This would indicate, of course, as you 
can see, to the consumer just what the actual mark-up is on a particular piece of 
soap or box of Bold or Ivory, or whatever it might be. 


Mr. WILLIAMS: I say, Mr. Joyal, again—and I am trying to be helpful 
here—it would mean this, that there are roughly, I think I am right in saying 
—about how many accounts do we have in Canada? 

Mr. CuHurcuH: 14,000. 

Mr. WILLIAMS: We call on about 14,000 stores, Mr. Church tells me, who buy 
at different levels. For example, your small independent gets one cost per ounce, 
your chain store gets a different cost per ounce, the jobber gets a different cost 
per ounce. In fact, I see here there is a total of 32,000 grocery outlets in Canada. 
We call on about 14,000 of them. These people buy at a particular price, either 
directly from us or their buying association or the local jobber. I am not sure 
how helpful it would be to ““Mrs. Housewife” to see what our price to them was. 
It would certainly present us with a massive problem of printing a different 
cost per ounce on these cartons, and we would have to segregate them, to make 
sure this lot only went to Loblaw’s, A&P or Dominion, and this lot went to “Joe 
Smith” up in Saskatoon. It would be a very difficult problem. 


Mr. Joya: That is fine; that is why I asked the question. Advertising and 
promotion. You have indicated there are about 5 million families in the country 
which are all headed, presumably, by 5 million housewives. 


Mr. WILLIAMS: Yes. 
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Mr. Joyat: Assuming that you have $100 million-worth of sales a year, can 
it be suggested the housewife would be buying approximately $20 of your 
products a year, on the average? 


Mr. WILLIAMS: Some of our business is in industrial detergents which go to 
laundries, but I suppose in the end she supports the laundry and buys margarine 
and so forth. 

Mr. JoyaL: Assuming it costs you something like 14 per cent of your selling 
dollar for advertising, the housewife is paying approximately $3 on advertising 
from year to year out of the $20 of products she buys. 


Mr. WILLIAMS: That is a simple piece of arithmetic. 
MroUOVAL~ Y es. 
Mr. WILLIAMS: Right. 


Mr. Jovau: What share of the market do you have in terms of the products 
that you sell which are mostly detergents, cleaning products, soaps, and so on? 


Mr. WILLIAMS: We have between— it varies, of course, but we have between 
about 35 and 40 per cent of the cleaner market—soaps, detergents, and things of 
that kind. 


Mr. Joya: Is there any one of your commodities which runs at more than 50 ~ 
per cent of the market? 


Mr. WILLIAMS: We have more than 50 per cent in the cleaner field, where 
you have dry and liquid products. There we have, I guess, around 70 per cent. 


Mr. JoyA.: That is all, thank you very much. 


Co-Chairman Mr. BAsrorD: Could I ask one question? You have shown, as 
have a number of other witnesses, that your prices have been fairly stable, but 
the consumer price index has gone from 120.2 in January, 1965 to 126.7 in 
September, 1966. That is a 6.5 per cent increase. According to your brief and the 
Colgate brief—this is for powdered detergents only—this is not due to increases 
in price at the wholesale level—that is, your price increases. Could you give us 
some explanation of where that 6.5 per cent increase has occurred, and what 
factors have caused it? 


Mr. Wiu.LtaMs: As I understand it, Mr. Basford, that is the retail price index 
you are looking at. 


Co-Chairman Mr. BASFORD: Yes. 


Mr. WILLIAMS: That is obtained by D.B.S. from their observation of retail 
prices. D.B.S. does publish an industry selling price index for soap, washing 
compounds and cleaners. This shows the industry selling price index in 1964 
averaged 114.9; for September, 1966 it is 114. I can only say again, we do not 
control retail selling prices. The price increase I have quoted of 14 per cent is an 
accurate figure, and the other price increases I have quoted for the subsidiary 
product groups are also the best average accurate figures we can give you—and 
they are pretty accurate. 


Co-Chairman Mr. BASFoRD: I am not questioning your figures in any way. 
Mr. WILLIAMS: No, I appreciate that. 


Co-Chairman Mr. BAsrorp: And I am aware you do not set the retail price, 
but as an observer of the market place, what would be your observation as to at 
what level of distribution these increases would occur? 


Mr. WILLIAMS: It is obvious they occurred at the retail distribution level. 
From my personal observation—and I spend a certain amount of time in 
stores—the increase is by no means confined to any one particular group. It is 
spread right across the whole grocery trade in Canada, both in independent, 
associations and, of course, the chains. There has unquestionably been a larger 
increase in the retail selling prices than the wholesale prices. 
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Mr. JOYAL: Do you think this will be reflected when the retailers file their 
1966 balance sheets and profit and loss accounts? They have already appeared 
here and indicated a fairly constant profit margin or return on investment. 


Mr. WiLuiaMs: TI do know their prices on the shelf have gone up for our 
types of products more than our prices to them have gone up. That is obvious, 
and nobody can possibly argue about that—not even the chain stores themselves. 
It may well show up in their balance sheets, but what I do not know is what 
their increases in costs have been. With the enormous number of new supermar- 
Kets that have been opened and the increased services they have to give, I do not 
know how much of the increase in price has been forced upon them. All I know 
is that their price increase has been a greater percentage than ours to them. 


Mr. Joya: You are certainly, by your advertising in papers, in some cases 
trying to educate the public. For instance, “Use Crest, because it might avoid 
cavities,’ and so on. Would you perhaps be prepared to contribute to more 
extensive consumer programs which would indicate to the consumer she needs 
more sophistication today in terms of mass production and in different shapes 
and sizes, to educate her that she has to exercise her judgment now in a 
sufficiently sophisticated way to meet your sophisticated market conditions? 


Mr. WILLIAMs: If any concrete proposal is put forward as to how we might 
be helpful in that area, we are a consumer-oriented company, and if we can be 
helpful, then we will be. 


Mr. JOYAL: So long as it does not prejudice your competitive position? 


Mr. WILLIAMS: I think our competitive position is going to be finally 
resolved, frankly, on quality. I am a little hesitant to say this in this meeting, for 
obvious reasons. I think our competitive position, our gains and losses, will 
depend on our ability to offer the consumer better products than our competi- 


tors. If a competitor offers a better product than we offer, he will take our 
business. 


Co-Chairman Mr. BAsrorpD: I can assure you that if we have a consumer 
affairs department you will be contributing 52 per cent of your profits to it! I am 
a little curious. You are the only company that has come before us and spoken 
quite bluntly about private label brands. All the other companies have danced 
around the issue very gently. I am interested in that because of a comment I read 
in Dun’s Review of May, 1963, describing your company, and which said: 


With such flexible advertising power, P&G salesmen are probably the 
most admired and feared in the entire packaged goods business. “They’re 
always gentlemen to the core,” says a Princeton, New Jersey retailer, 
“But when they walk in with their soft-spoken ways, you know they’re 
always carrying that big advertising stick. When they bring in a new 
product, you just have to take it. Otherwise, with all that advertising, the 
women start coming in here and screaming ‘Where is Mr. Clean?’— 


and in this case he is right here. 
—‘Where is this?’, ‘Where is that?’ ” 


I am interested in that because you are the only company that has taken on 
the private label brands. 


Mr. WILLIAMS: Well, sir, I think we have a very solid case, and I am 
prepared to say, if I may, in all seriousness—well, Mr. Pollock has already 
invited the committee itself, or its representatives, to visit our research facili- 
ties in Hamilton. We will not try to hoodwink you, but we will show you, and 
I think you will go away satisfied. I think, Mr. Basford, that you and even Sen- 
ator Inmian—she is not here at present—will be satisfied. Even though it will 
raise the cost of our attendance at this committee a little we will be delighted 
to have you come and visit us at Hamilton. 
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Mr. JoYAL: We will use your chartered plane. 
Mr. WILLIAMS: We have it only for two days. 
Mr. SALTSMAN: Mr. Chairman, I would like to refer to Appendix 7— 


Co-Chairman Mr. BasrorpD: I would remind you, Mr. Saltsman, that it is 
now five minutes to one o’clock. I know you will bear that in mind. 


Mr. SALTSMAN: Yes. I am interested in the per capita consumption of 
washing products. Apparently Canada appears to be far down on the list when 
compared to the United States and the United Kingdom in the consumption of 
these products. I would like to know why. Is this because Canadians wash less 
than people in the U.K. or the U.S.A.? 


Senator CARTER: Perhaps we make more efficient use of soap. 


Mr. WILLIAMS: I am sure, Mr. Saltsman, there are many reasons for this. 
Here is one, for example. In the United States—but this is occurring in 
Canada—they have a much bigger distribution of automatic washing machines 
than we have. I think the figures demonstrate that 90 per cent of homes in the 
United States have one sort of washing machine or another. About 60 per cent of 
the homes there, as compared to about 30 per cent in Canada, have automatic 
washing machines. An automatic washing machine is an enormous convenience 
to a woman. She puts the clothes in and then goes off and does something else. At 
the same time, automatic washing machines are not only more expensive to buy 
but they are obviously more expensive to run. In homes that have automatic 
washing machines it is found that they are more expensive to run because (a) 
the machines themselves use larger amounts of water and so tend to be some- 
what more costly; (b) you do only one washing in that you do not re-use the 
suds for a second load; and (c) if you have an automatic washing machine you 
tend to wash clothes more often—you tend to wash smaller loads more often. 
These are factors in the increased percentage in respect of the United States. 

Also, the United States is a much bigger market. In Canada we have an 
enormous number of people who have come from Europe in the last few 
years—and I am one of them—and I think in many cases they are discovering 
the use of modern detergents for the first time, and are using them at a greater 
level than they are used in some countries of Europe. These are factors that 
make the figures for the States high and ours relatively low. 

I would be the last to suggest that Canadian men and women are not as 
clean as the men and women south of the border or across the Atlantic. 

Co-Chairman Mr. BASFoRD: You had better not. 

Mr. SALTSMAN: How do you conduct advertising in Canada compared to 
what you do in other countries? How does your per capita advertising in Canada 
compare with that in the United States and the United Kingdom? Can you give 
us an indication of that? 

Mr. WILuIAMs: I cannot, but I would be delighted to get you the figures. 
They are available, but I just do not happen to have them with me. 

Mr. SALTSMAN: With respect to the liquid detergent demonstration you gave 
us, showing that the private brand suds break down quicker than those of the 
national brand or your brand, have you made an analysis of these two brands in 
order to isolate the different ingredients? Why is your brand, in your words, 
better, and why can it do more washing than the private label brand? 

Mr. WILLIAMS: We have done very thorough—I am not a chemist and I do 
not have the formulations here, but we have done a very thorough chemical 
analysis of the private labels. 


Mr. SALTSMAN: What are the ingredients? 
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Mr. WILLIAMS: I could not tell you. I do not have that information iy but 
Ican get it, and I would be glad to do so. 

Mr. SALTSMAN: Can you give us that information, Mr. Pollock? You are 
engaged in that sort of thing, are you not? 

Mr. POLLocK: Yes, the basic formulations of the two products are different. 
It is not simply a matter of concentration of the ingredients in the products. 
Ivory Liquid is composed of different ingredients and has a different surfactant 
system from that of the private label. 

Mr. Scott (Danforth): Incidentally, when the suds are gone is the cleaning 
power gone? 

Mr. Poutuock: The cleaning power is diminished to the point where our 
research people say it is no longer of any use, and this is unlike the situation in 
the washing machine where the cleaning job is much more complex. Hard 
surfaces such as those of.a plate and other items in the dishpan can be cleaned 
simply by working harder. If you analyze this carefully I think you will agree 
that it is possible to wash dishes with enough elbow grease without any deter- 
gent at all. There are other factors that enter into it yh as the ease of washing, 
the rinsing and the wiping dry. 

Mr. Scott (Danforth): But when you stop washing and the top suds 
disappear—it is our information that the suds have very little to do with the 
cleansing power. 

Mr. POLLock: I am telling you, sir, that we know that suds.in this situation 
have a direct relationship to cleaning power. We are not saying that the suds 
clean, but we are saying that the sudsing is a reliable indicator of osernis power 
in the dishpan or sink. eal 4 

Co-Chairman Mr. BASrorp: But you started to say a moment ago that people 
stop using it when the suds disappear. 

Mr. PoLuock: I intended to say that. 

Co-Chairman Mr. BasrorpD: That is quite a different nine ener pert in fact 
the cleaning power disappears, or whether people think the power disappears. 
Admittedly people think the cleaning power disappears when the suds disappear, 
and this was Mr. Beeson’s argument as to why there are suds in it. 

Mr. Potuock: I want to state emphatically that cleaning power is greatly 
diminished—that the performance is seriously affected—when the suds disap- 
pear, and, therefore, there is a relationship. But, cleaning power is not gone as 
long as you have some water there. Clean water with enough effort combined is 
going to turn into a sinkful of dirty water. 

Mr. Scott (Danforth): But your president said it was only an iinet ae 

Mr. Potitock: Sudsing is an indicator of cleaning power and dishwashing 
power. 7 | | 
Mr. Scott (Danforth): But has it really anything to do with cleaning 
power? ‘ Aggy 

Mr. Potuock: It is not the basic cause of cleaning power. 

Mr. Scott (Danforth): It is just what the public thinks it is? 

Mr. Pouuock: No, sir. 

Mr. Scort (Danforth): You would not agree with that? 


Mr. POLuock: No, sir. 

Mr. Scott (Danforth): You would not agree with Mr. Bedott when he told 
us on Tuesday that because they cannot convince the housewife that suds have 
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no value they are spending $100,000 on putting suds into a product even though 
they are convinced it has no value. 


Mr. WILLIAMS: Could we see the record of that, because it does sound a 
rather strange statement. 


Mr. SALTSMAN: It was a statement made to us on Tuesday. You have been 
very careful to describe the role of suds—I was just reading this over—as an 
indicator of cleaning power in dishwater. Can I infer from this that the evalua- 
tion of suds in a washing machine is a different thing? Are you restricting your 
assessment of the role of suds simply to that of suds in dishwater, or are you 
saying this as a general thing about suds in a washing machine or anything else? 


Mr. WILLIAMS: Mr. Saltsman, you were not here when I was asked that 
question before, but let me try to answer it again. Our position is this, that in the 
high sudsing detergents of the Tide and Cheer variety the suds level that you get 
in, say, a wringer type washing machine is a clear indication not only to the 
housewife but to our technical people that the solution which lies under those 
suds, or under that lather—call it what you will—has got cleaning power, and 
when that lather or suds disappear then that cleaning power is diminished to a 
very considerable extent, and the solution is no longer capable of doing the 
cleaning job it was capable of doing when the lather or suds were at the top of 
the water. 

Now, as you know from your personal business experience, it is possible to 
make a product which does not suds, or sudses very, very little, and yet is a very 
effective cleaning agent. As I explained to the committee, we have a product—its 
name is Dash-—in which we actually put suds suppressors in order to get rid of 
the suds which otherwise would be present. Of course, as you also know, the 
reason we do that is because high sudsing products are totally incompatible in 
the working of a front loading automatic washing machine, so we take the suds 
out. But we do not spend money to put suds in, on the one hand and spend 
more money to take out suds, on the other hand. 

Mr. SALTSMAN: But is there not really some argument for trying to tell the 
consumer that she does not really need the sudsing, that there are other ways of 
evaluating soap? 

Mr. WILLIAMS: I can think of no advertising that we do which advertises to 
the lady, the housewife, that she should buy our product because it sudses well. 
We do tell them on the package, “Add enough product to make a good lather,” 
and the reason we say that is because if she does so she will get a good cleaning 
job done. 


Mr. SALTSMAN: You made a distinction before that it depends on what kind 
of machine she puts it into. 


Mr. WILLIAMS: If she were to make a good lather with Tide and use say a 
front loading Bendix machine, she would not get a good result, the machine 
would not work. I know that, because I have had one. The suds get into the way 
of the machinery. The only way is to put in so little of the product as to keep 
the suds well down. That is precisely why Lever introduced that kind of prod- 
uct, and why Procter and Gamble has Dash, and we put in suds suppressors to 
get rid of the suds so that the housewife can make a good rich solution without 
having a physical problem of the lather on the top getting in the way of the 
works. 


Mr. SALTSMAN: But would it not be valuable from the consumer’s point of 
view for you to develop a product where she would not have to worry about this 


particular kind of washing machine, or any kind of washing machine she might 
use, to get away from the suds? 


CONSUMER CREDIT 1735 


Mr. WILLIAMS: We now have three types of products ‘available. We have 
Dash, which is available for those: women who basically are users of automatic 
washing machines, with a very low level of suds indeed, and which does a good 
cleaning job. We have our normally high sudsing products which are used 
basically by the woman who has a wringer machine or a top loading automatic. 
We also have a third, which, has been proven by the consumer, and in fact 
designed as the result of intense consumer research into the subject of cleaning 
whiteness and suds levels, and that is Bold. Bold is a different product from Dash 
and Tide, different in constituent elements, different in its formulation and 
different in its behaviour. it does not produce suds as high as Tide, but better 
than Dash. All I can say so far is that quite a lot of Canadians seem to like ae 
thank goodness. 

Mr. SALTSMAN: You almost have to be an engineer. 

Mr. WILLIAMs: You are quite right, it is almost an engineering job. 

Mr. SALTSMAN: I would like to ask another question. 

Co-Chairman Mr. Basrorp: We should like to adjourn fairly soon. 


Mr. SALTSMAN: I have a short question. On page 41 of your brief you speak 
about private brands versus national brands, and the brief states: 


This fact has compelled us to devise means by which nevertheless we 
can compete effectively. Our basic competitive device is to appeal direct to 
consumers over the head of the retailer. 


And then the brief continues: 


It is necessary for us, and desirable for the economy, that these retail 
organizations have effective competition. 


Is there in fact a struggle between manufacturers and retailers for customer 
loyalty to the product, rather than the stores and the retailers, on the other hand, 
perhaps trying to do the opposite, and a lot of your advertising directed to a 
large part to this struggle rather than education of the public. 


Mr. WILLIAMS: No, I do not think you can say that. Until very recently here 
in Canada we manufacturers designed, invented the products, which we still do, 
and the retail organizations basic job was to distribute those products in the 
most effective, efficient and low cost way possible. They have decided in recent 
years to go into their own private label brands. At this point, of course, they 
come into collision with us. We do not have retail stores of our own. That is a 
competitive factor. I can only repeat that I hope we shall succeed in the 
competitive struggle through continuing to invent products, not just get others 
to make them for us, but to invent and improve them, and then keep our prices 
down. 


Mr. Scott (Danforth): You are using the power of your advertising to 
create a demand for your products over the head of the general stores, but the 
price the poor consumer pays, you say that has nothing to do with you. 


Mr. WILLIAMS: That is quite untrue, you know. In my discussion with Mrs. 
MacInnis I explained that we are extremely conscious of the need for our 
products to be priced as low as possible to the ultimate consumer, and we do the 
best we can by keeping our costs down and keeping our quality up, and then 
selling our products at the lowest possible cost we can. 

I think if you look at our appendix to the financial statement, that that is a 
revelation of the extent to which we have tried to carry out that part of our 
responsibility. However, I simply cannot be asked to take on a responsibility 
which the law says is not mine. I can do my best, and my people do their best, to 
persuade everybody handling our products, to handle them as economically and 
as at low cost as possible. More than that, I cannot do, sir. 


Co-Chairman Mr. BASForD: The committee will re-convene at 3 o’clock. 
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Mr. WiLLIamMs: Before we adjourn, Mr. Chairman, may I say that the 
question of the monopolies commission was raised this morning and the situa- 
tion in Britain. I have with me copies of an article in The Economist which I 
think will be of interest to members of the committee, and I should like to have 
them distributed. 

Co-Chairman Mr. BasrorpD: Thank you, they will be distributed. 

We appreciate your coming here and for the help you have given us, Mr. 
Williams. 

Mr. WILLIAMS: Thank you, Mr. Chairman. 

The committee adjourned. 
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APPENDIX 1. 
PACKING MATERIALS 
Years Ending June 30 


% to 
$ 000 Gross Sales 


POETS say cf ce as ed No a 6,706 8.7 
1962 cerernanneria: Snr HIMTIOHE- CH Ae OPA 7,828 9.2 
1963. 6244.55 44s > ROOT COOW-MO- 8,136 10.3 
TIGA ng) in ioy od calls aug, veer ene eee 7,876 9.8 
EGG Bio ie epee ens ieee Of. shies « STREGRAS ssenre 8,606 9.8 


1UGG ARAL? ay eee eee ae 8,704 9.0 
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APPENDIX 2. 


CARLOAD SELLING PRICES (DELIVERED) 
ONTARIO/QUEBEC 


Price per Case 
No. of Pkgs. Weight per ————___————_- % Change 


Brand per Case Shelf Unit June 1/65 Dec. 1/66 18 months 
$ $ 

eT OAL cs aks 6 aL a, Swi ak use tee LM 144 4 oz. 12.64 12.64 oa 
(CEH CREY TN Py caer Otel et oat haere Wienen yy Raat Gers ‘v) 3.0 OZ. 8.86 8.86 — 
iA A ee ee eee eee 2a te 72 8.75.02. 1%, 17 ES Ws — 
BREET ches se cir aves scat e homed ae 50 5.1 o2. IR 13 Fleas — 
OE So OO Wee tc'c tis dene a SE AUS Me bee 12 2 Ib. 2 oz. 10.82 10.52 + 1.9 
ee KOO wISOI ve cv noes hee he dedes 12 2 lb. 10 oz. 10.06 10.26 + 2.0 
SL I gid each and iodine edi oe art,” 12 2 Ib12: oz: 10.27 10.48 + 2.0 
EER eae OTOP or POR RRREN BRD cael Beart Pies 4 9 lb. 6 oz. ite Zo 152 + 2.4 
O07) Eon od er aes Seen nee bee 24 15 oz. 10.27 10.48 + 2.0 
Pvory Liquid; Joys siseecccd acre deieaie 9 32 fl. oz. 9.34 9,34 

Me LORE Le oriae we eisits otter tee eae 24 16 fl. oz. 9.88 9.88 — 
0 10 Rr OPE ae ERE COR 12° 2 lb. 8 oz. 9.90 9.90 — 
LL ee ar ere: Sears Vere Pe 48 14 oz. 8.87 9.26 + 4.4 
Ue ot a oe eee Se Se ree She Sho 12 34 fl. oz. 8.92 8.92 _— 
ESE SS Sie ee eR, GORI einer ied 36 elias 13,24 13.24 — 
MURINE SNE papa) ies aie w in ae a de eatin A 36 rib. 12.05 12.05 — 
Op es OD De ee Ce a a 24 12 oz. 7.49 8.25 +10.0 
OUEST S ET... Sa oe Sere reer eae 12 17 flavours 4.70 4.70 — 
Rae D SOOT sn ooo s'e x ue ab achon ds dae 455 12 3 OZ. 9.52 9.52 — 
Pleat do SHOW ESTS: . 625 6% ceeiecedecsdie 12 2.4 oz. 9,52 9.52 — 
RR RNs en Fe Rie a ey NS lal wy By oh aie 12 5 oz. Aerosol 10.01 10.01 — 


Spray 
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HOUSEHOLD CLEANING PRODUCTS 
TRADE NAMES AND PACKAGE SIZES 


No. Marked Product 
Packages Weight 

Brand Per Case Per Unit 
PPOs. fk 2c ES ee Pht ALT Beale Bde oi ewiccda ras av 0% 0s 8 5 lb 
(CHINESE OR aR EG, AS ie iis id aaa gt ale. Fk SN tin ok en A ee 8 5 lb 
EOC << A A. ee RON TL. gis hash cts | Saks She ok en SQ as 8 5 lb 
Ti is (eae ee erat MO: Meets kT OO a ee ek «ee. Seer 12 2 lb. 10 oz. 
NCC ee a Ear AES Mel ER EEL Us PA CRAG Salk Lorseareretthin s 12 2 lb. 10 oz. 
FES UCL oe a oe ONS pant gina aa ibd in Reais de MT ciate ita siandad ay gsas 12 2 lb. 10 oz. 
“TISTCG Weta ap eR ie lot Fah AUN Pie def ci ta REI, RE SR Gk A Ma "re 24 1 lb. 4 oz. 
CONE e., NO aiepar sand ooh te Enea ley aie oes nails Aere Doel, SEONG St ete Pe coe cM yen mae re ee 24 1 lb. 4 oz. 
TRYOLUGE APY eh RSs bylateB OES Reta SMG ARSUGS eater RAnie Rng wene SERS ee Uae caren mn eine eee! 24 1 lb. 4 o2. 
ce te UR en ae BOS 2 a ee a ee ee Oe Be ey ee ee ae 8 5 lb. 34 oz. 
ES BES BIS NS: MIELEC I SIAC ligt Seo Ay eRe tents Seta) alr are errr 12 2 lb: 12 oz. 
DO comida te UR wien ete ee ill we Re Res sk cok a xies 2% eile aes 24 1 lb. 5 oz. 
ID BIST cle Seer see cts Miele, Biden t aca coh ca eee Baciert MAES Je Sin et etc rad RIP RS eee Pa 4 9 lb. 6 oz. 
TDS) he ees al (is i es Sc Ae nals od nen Sie A Ai Sgt Reel oto = ER ae 8 4 lb. 11 oz. 
Teli, 5 i ees BOs | ERs 2a atm SO ae OM SEE |r aR ae OE es ere 24 1 Ib. 9 oz. 
Bic @ Span. as .}. me 4. on etm Se ae AE te a Oe it eek ass es es we 8 4 lb. 64 oz. 
HTS aie] 0 ee Sa ne Me RIE OI. Rar a ees ab, Rn eo oe a ane 12 2 lb. 8 oz. 
SU aT es Seg SUIS ee ak TES? CRNA OP A. tsEh Mar, Sais GIP Copa et PT 24 1 lb. 33 oz. 
Oat Bay id Breage es Re Re ak eS SE le ce Seah ga At rene ees 8 3 lb. 3 oz. 
ea LL Wr ee ee oe ne UE ee eat emer ee Se a ween i sme 12 1 lb. 143 oz. 
ACE CLOUI te hee ee cc ae Be tet en ccs b Mew one 24 15 oz. 
RE ae RCN OP Bk, oe oath he nc eee Mee Pee ABR oe evine <tiats OSE hp s 8 4 |b. 
Berry SNOW. mest. aes). tes 0 ee das I 6 le Ol ee sO eed BD. 12 2 lb: 2 oz. 
BEGET SHOW as ana t Ings BD). Sa tans os oe State GON: Gale = So eter oie oe tare weet: 24 1 lb. 
ORE NN Ses Es ES NE en a ec Mba ir Meera SS SINE A ars ss BREN RT'S 12 2 lb. 5 oz. 
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TOTAL TAXES CHARGED TO OPERATIONS 
Year Ended June 30, 1966 
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APPENDIX 7. 


PER CAPITA CONSUMPTION OF WASHING PRODUCTS IN 1964/65 


The U.K. and the U.S.A. Compared to Canada on an Index Basis 
(Canada = 100) 
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—Upon resuming at 3 p.m. 
Senator A. Hamilton McDonald, (Acting Chairman) in the Chair. 


The ACTING CHAIRMAN: The witnesses this afternoon are Lever Brothers 
Limited. Mr. Lockwood, the President, will read the brief to you. With him are 
several officials of the company and I presume he will introduce them and refer 
to them from time to time. 


Mr. John C. Lockwood, President, Lever Brothers Limited: Mr. Chairman 
and members of the committee, my name is John C. Lockwood and I am 
President of Lever Brothers Limited. I have with me Mr. Ronald W. Bates, Vice 
President of Marketing, and Mr. Peter 'G. Townley, General Sales Manager. We 
have here also Mr. Ralph Hart, Marketing Services Manager: Mr. Alan Rae, 
Head of the Detergent Division; and Mr. Athol P. McDiarmid, Financial Direc- 
tor. 

We are pleased to have this opportunity of telling you about the operations 
of our company and explaining our policies, particularly in the field of market- 
ing. We trust that the information supplied will prove satisfactory but if further 
figures are required, we will be happy to obtain them for presentation at a later 
date. 

Lever Brothers Limited, a wholly-owned subsidiary of Unilever Limited 
U.K., was incorporated as a public company in Ontario in 1899. The first factory 
and offices were completed about that time at our present site on Eastern Avenue 
in Toronto. During the intervening years Lever has played an important role in 
the development of the soap and detergent industry and in addition manufac- 
tures a range of toilet preparations, margarines, edible oils and fats. 

The Board of Directors consists of seven Canadians and one American. 
Despite my voice, I am a Canadian citizen. Management is almost entirely 
Canadian. We employ some 1,200 people across the country. The company 
enjoys a high degree of autonomy in its operations, the parent company limiting 
its control to a review of annual plans and capital expenditures. No control is 
exercised by our associated company in the U.S. but we naturally work closely 
with them in the fields of product development, technical reserach and market- 
ing. 

In view of the attention that has been paid recently to the activities of 
wholly owned subsidiaries in Canada and the guide-lines that have been pre- 
pared by the Government, you will be interested to know that we have been 
publishing our sales and profit results every year since 1958 and we believe that 
this has been beneficial not only to our own management and employees but to 
the community in general. 

The policy of our company is to meet the requirements of consumers in the 
fields where our worldwide experience can contribute best to the standard of 
living of the community. To this end we have developed in Canada an extensive 
research and development division staffed and equipped to ensure that the 
products we market benefit from the most up-to-date technology, and this 
division is backed by the resources of Unilever’s laboratories in North America 
and Europe. 

Perhaps equally important is the effort we make in the field of market 
research. Expenditures on this type of research equal those devoted to technical 
research. Our expenditure in Canada for all forms of research and development 
is approximately $1 million a year. To meet the changing requirements of the 
consumer, we continually survey the developments in each product category and 
test our findings both in the laboratory and in the housewife’s home. In the case 
of new products, we painstakingly check their appeal to the consumer before 
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submitting them to the final trial in the market place through carefully chosen 
test markets. The same elaborate system of testing is constantly applied to 
existing products to ensure that they are kept up to date in every way. In 
addition to market testing, our products are, of course, continually subjected to a 
careful system of quality control. é 

At a later stage in this brief we express our views on the role of advertising 
but it should be stated here that we have confidence in the integrity of our 
advertising claims and these are always based on proven product performance in 
actual use conditions. 

We believe that market research, technical research, quality control and the 
justification of advertising claims form the basis of our success in ‘building this 
business to a point where many of our products are household words across the 
country. 

Because it appears that the basic task of this committee is to enquire into 
and report on the trends in the cost of living in Canada, it would seem helpful to 
make a comment on the price record of our main detergent products over the 
period 1960-1966. During this period our main detergent powders increased at an 
average annual rate of slightly more than one per cent and our principal liquid 
detergent, Lux, actually decreased by some 12 per cent—this despite considera- 
ble increases in material costs and, of course, labour. This compares with an 
increase of 14 per cent in the over-all cost of living index. 


FINANCIAL 

In the six year period ending on December 31, 1965 we have been faced with 
a declining or near static profit level as a percentage of gross sales, as will be 
seen in Exhibit I. In 1965 gross sales volume almost reached the dollar figure of 
five years before and, in the interim, we have been hard pressed to maintain the 
profit margins of 1961 against the steady increase in the cost of doing business. 
We have managed to do this by the development of automation in the plant, by 
use of the computer in the formulation of our products and the handling of 
routine data, and by the maintenance or reduction of the level of our promo- 
tional and advertising expenses. It should also be noted that the low profitability 
of our margarine business during the years 1963 through 1965 has had a marked 
effect on our corporate profits. 


MAJOR COMMODITIES 


The cost breakdown of our four principal commodity groups is shown in 
Exhibit II. Costs and expenses directly related to each group have been allocated 
under each heading. However, certain expenses, such as selling and administra- 
tive, cannot be attributed directly to commodity groups. These expenses we have 
allocated on the basis used for our own internal financial statements. You will 
notice there the significant losses that we have been carrying in the margarine 
business. 


ADVERTISING 


Lever Brothers is principally in the business of selling high quality branded 
merchandise for national distribution. While we sell our products to retail 
organizations, large and small, the fact is our real customer is the consumer. It is 
essential to the success of our enterprise that we communicate the attributes of 
our products to the housewife, advising her of the qualities, benefits and im- 
provements which these products have to offer. Over sixty years of experience 
have shown us that by far the most economical way we can accomplish this is by 
advertising. Indeed in this age of self-service in supermarkets there is no other 
practical way for us to communicate with and pre-sell all the potential buyers of 
our products in all parts of the country. We spend large amounts of money and 
time on the development and the manufacture of products which our research 
tells us the consumer wants and this effort would be wasted if we were to stop 
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short at that point. We must then manage to tell them what we have to sell, 
whether it be a new product or an improved established product, and try to 
persuade them to buy. 


We agree wholeheartedly with a statement made recently by the U.S. 
Secretary of Commerce, John T. Connor, who said that “Advertising is an 
absolutely indispensable element in the economic mix of the free enterprise 
system.” A free economy presupposes freedom of choice for the consumer and 
this freedom of choice can only be real if she is made aware of the alternatives 
from which choice can be made. Freedom of choice also includes freedom to try 
to persuade others to your way of thinking, and, for us, advertising is not only 
our only means of informing the consumer how she may exercise her choice but 
also of asking her to exercise it in our favour. 


Fundamentally, a company must have good products—products which are 
acceptable to the consumer not only functionally but in terms of other factors 
such as relative quality and value. This is particularly true for products such as 
ours, which are subject to frequent repeat purchases, because the consumer has 
ample opportunity to compare performance against claims and the wants she 
seeks to satisfy by using the product. No amount of advertising will persuade a 
consumer to purchase a second time an inferior product which has disappointed 
her. 

Advertising is certainly one of the costs of a product but it is a cost which 
brings savings in its wake. On the distribution side it speeds up the turnover of 
stock and thus makes lower retail margins possible, without reducing the retail- 
er’s income. 

On the manufacturing side it is an essential factor in making large-scale 
production possible, since mass production requires mass distribution and mass 
distribution requires mass demand. The all-important result of large-scale pro- 
duction, of course, is that it leads to lower unit costs which are reflected in prices 
charged to the consumer. 

Large-scale production performs this same useful function in the case of a 
newly-developed product as well as in the continuing manufacturing of an 
established product. Advertising, too, is equally necessary in both these in- 
stances. For the new product, only advertising can create the consumer demand 
that must be anticipated before the product can obtain a position on chain store 
shelves. For the established product, advertising is required to sustain the 
demand and thus protect the product’s shelf position. 

A great deal of attention is paid to the determining of how much to spend on 
advertising our various products. We are more anxious than anyone outside our 
company that we spend not a nickel more than is necessary. At the same time we 
are conscious of the even more costly danger of spending less than is necessary to 
achieve the objective. Very often research is employed to help in determining 
the optimum amount that should be spent on advertising for a product. Results 
from test markets, where different levels of advertising are tested, often provide 
the basis for decision in the case of a new product. 

We stated earlier that advertising could not make an inferior product 
successful in the market place. However, inferior advertising, and less than the 
required amount of advertising, will seriously prejudice the chance of success of 
even a very superior product. Consequently we spend much effort and money to 
ensure, through pre-testing research, that our advertising will be effective and 
efficient. 

Exhibit III shows the actual amounts spent on advertising from 1960 
through 1965 and their relationship to sales. You will note that our advertising 
expenditures have not increased during this period despite substantial increases 
in the cost of advertising media. 
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PACKAGE WEIGHTS/VOLUME 

The weights and volumes of our detergent products have their origin in the 
establishment of a suitable consumer price level and the desire to utilize exten- 
sive packing equipment which has been maintained through the years and which 
is difficult and costly to change. 

For example, powdered synthetic detergent packages today are based on the 
package sizes used for granulated soap which were found to be convenient and 
practical when soap was widely accepted as a laundry detergent. The same 
packing and filling methods and machinery are used today for synthetics. Liquid 
detergents, which were developed later and which replaced powders in the 
dishpan, were established to be priced competitively with powders on a usage 
basis. 

Powdered and liquid synthetic products today generally have standard size 
packages and similar weights and volumes for similar types of products. In- 
dividual products are packaged in more than one size for a number of reasons: 

(1) Different families have different needs and different uses for the 
products; a single size is not convenient for every family; single 
people and small families prefer small packs; scmetimes storage 
space is limited. 

(2) A variety of prices is desirable depending on the frequency of pay 
days, and differences in shopping habits. 

(3) There is a distinct preference for different sizes of packs in different 
regions of the country; not all sizes are stocked in every region. 


(4) Larger sizes offer savings to the consumer. 


If you will look at Exhibit No. 4, you will see that we have given a typical 
example, using our product Omo, of the savings available to the consumer when 
she buys the larger sizes. We show that a home which uses 40 ounces of Omo per 
week for laundry can save $7.07 per year by buying the 80-ounce size rather 
than the 20-ounce size. That is an important factor in the buying habits of the 
housewife. 

We have been conscious of the demand expressed by some consumer as- 
sociations and other groups for so-called “even” weights and matching pricing 
for many types of consumer goods products. It is good business for us to be 
sensitive to changing consumer demands and we decided to test the public 
resolve to favour a product with these characteristics. We were confident that the 
demand for “even” weights would give us a marketing success. 

In 1962 we market tested a laundry detergent product called Four Square. 
The product was sold in three sizes of 1 lb., 2 lbs., and 4 lbs., priced attractively 
(at 35 cents per lb. for the small size and with savings per lb. on each of the 
larger sizes). 

It was advertised at a moderate level but because of its low price, under- 
standably it was devoid of special price reduction offers or other promotional 
devices. Although we had high hopes for success, and Mrs. Plumptre, who was 
then president of the Consumer Association, asked her members to do everything 
possible to encourage the purchase of this product in this test market, it turned 
out to be an outstanding failure, and a very costly one for us, I can assure you. 

During 1965 and 1966 we tested another form of this approach for our 
product Surf in the Province of British Columbia, a large and important market- 
ing segment of the country. For years a major appeal of this brand has been its 
great value resulting from low pricing (its weight and volume have been 
identical to those of similar products). Our intention was to determine if we 
could achieve equal or greater market success with the product by offering its 
value in a greater volume of product rather than lower price. 
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The product was called Square Deal Surf—‘‘No gimmicks. 20 per cent more 
powder. Guaranteed 3 pounds 3 ounces net weight.’’) Pricing was put in line 
with that of the dominant brands in the market and the weight of each size was 
increased by 20 per cent over the weights of these brands. The product was 
extensively advertised but had no “‘price-off’’ offers. In fact, this aspect of the 
brand was advertised as one of its features—‘‘No gimmicks.” Once again we 
were faced with abrupt failure and were obliged, at considerable cost, to rein- 
state the old form of the product in the British Columbia market. 

Standardized, “even” weights for powdered detergents will not be meaning- 
ful to the consumer since detergent is not a commodity and virtually no two 
products are more than similar. Our sizes are based ona standard volume rather 
than weight because of the different nature of the products and the effect that 
density can have on them. Package sizes in the industry are standard so that the 
consumer can measure relative value and cost, brand by brand, on the basis of 
volume or performance. 

Detergent formulas differ greatly for different uses. A comparison can be 
made between our two products Omo and ‘all’. Both are ‘‘Sheavy duty” powdered 
detergents designed for laundry use but there the similarity ends. Omo is full 
sudsing, designed for use in conventional wringer washers, while ‘all’ is more 
concentrated, of higher density, a completely different formula with a controlled. 
sudsing characteristic, designed for use in automatic washers. Standardized 
weights for these two products would result in the need for more package sizes 
than we currently use. 

Thus, a result would be a great proliferation of package sizes. Rather than 
reducing the number of packages, weight standardization would result in differ- 
ent package sizes for each product that had any variation in formula density: It 
is obvious how much inefficiency and greater expense to the manufacturer—and 
the consumer—would be involved in imposing such standardization. 

The implication of controlled standardization carries with it the imposition 
of rigid rules, a static position without change and variation. This type of rigidity 
discourages innovation and development and certainly would do so in this or any 
consumer goods field where the consumer has come to expect and demand 
improvement. 

Exhibit V shows the trend of our packaging costs in recent. years. Most of 
our products use basic utilitarian packaging, although it has been a struggle to 
keep packaging costs down. The figures indicate the degree to which we have 
been able to control this cost through ingenuity, innovation and careful purchas- 
ing. 

A list of our soaps, detergents and cleaners, indicationg package sizes and 
weights, is attached as Exhibit VI. fined 


PRICING 

In the list of suggested topics supplied by the committee, we were asked, 
how we determined that our sales prices are competitive. 

It is a long-standing company policy to have our field selling force across the 
country constantly on the alert to ascertain from our customers any changes in 
the prices of competitive products at trade or consumer levels. In addition, we 
employ outside agencies to corroborate the findings of our salesmen. The follow-" 
ing is a summary of the reports which are prepared to keep us abreast of price 
activity: 

(a) A “Competitor’s Activities Report” is prepared by each salesman in 
the field the moment he spots pricing or promotional activity, and is 
forwarded to his division sales office. Once complete details are 
known, a copy of the same report is sent on the head office for 
appropriate action (see Exhibit VII). 
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(b) In the margarine field, a commodity subject to frequent price fluc- 
tuation and weekend “specialing”’ by the retail trade, a weekly report 
of our own and competitors’ prices is prepared in eight selected cities 
(see Exhibit VIII). 


(c) At the end of each quarter, a comprehensive summary of trade cost 
and consumer selling prices is prepared in each of our five geographic 
sales divisions. This report shows a range of consumer prices and 
margins in effect for each brand. 

(d) An independent research company reports on each of our main 
product categories on a bi-monthly basis, date supplied including 
average consumer selling prices for our own and competitive brands. 
This information is provided on the basis of total Canada, our sales 
divisions and by chain and independent stores. In addition, they 
provide dealer buying prices excluding chains. 

(e) Furthermore, we purchase, from time to time, pricing information 
gathered by another independent service. 


The committee also asked to be provided with sales prices of some of our 
principal products during selected periods in 1965 and 1966. This information is 
submitted as Exhibit IX. It is interesting to note that during the last eighteen 
months our principal synthetic detergent powders, Breeze, Omo and ‘all’ have 
only increased in price to the trade by 2 to 3 percent. 

The question is also raised: ‘When volume sales are invoiced, is the billing 
net of all discounts, or gross less discounts?” in our soap and detergent business, 
discounts are built into our pricing structure in the form of a graduated schedule 
of prices geared to quantity. Our best price applies on an order of 400 cases or 
more shipped to a single customer. 

We do not employ any discounts of the volume rebate type used in some 
industries, In fact, our only discount is a cash discount of one per cent 15 days, 
designed to speed the payment of invoices. Invoices are prepared on a gross basis 
and the customer calculates and deducts the cash discount where earned. 


PROMOTIONS 
We use many forms of sales promotion such as price off, premiums, coupons 
and we have found these to be sound and effective means of inducing consumers 


to try our products. Furthermore, we believe national brand manufacturers use 
these promotions honestly and with no intent to deceive the public. 


“CENTS OFF’ OFFERS 

When we offer 5 cents off a product, we do just that, we reduce our regular 
price to the trade by the full amount and mark the label accordingly to ensure 
that the saving will be passed on to the consumer. In fact, in 1965 by this method 
we gave consumers a total saving of almost $2 million on our products in the 
form of temporary ‘cents off’ deals. 

The question is often heard, ‘Why doesn’t the manufacturer just reduce the 
regular price instead of making ‘cents off’ offers?” and our answer is that we 
have tried this and it doesn’t work as a method of getting more people to buy a 
product. In most cases, the average price reduction would not be great enough to 
be effective and the success of the ‘cents off’ offer lies in its temporary nature. 
The question is often raised of why we go on making these offers on the same 
products, and the answer is that the products do not remain the same. To attract 
consumers, we make a constant effort to improve our products; for example, in 
the last five years there have been five changes in Breeze, three changes in Lux 


Liquid and three changes in Lux Toilet Soap. Some of the changes have been 
minor, but they add up to big improvements. 
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We also use ‘cents off’ offers to attract those consumers who are not loyal 
to a single brand but who may have found three or four brands which meet 
their particular needs. These consumers, who form a recognizable segment of any 
market, will exercise their choice on the basis of the best bargain available, and 
so we Offer ‘cents off’ reductions from time to time in order to get a share of 
this business. 


PREMIUMS 


We find that premiums can also be used effectively to get consumers to try a 
product, or to continue to buy it. 


The complaint is sometimes heard that consumers are forced to buy un- 
wanted premiums, and our attitude is that it would be sheer folly for our 
company to try to force anything on the consumer. In most cases we offer the 
premium free to the consumer and in any event she is completely at liberty to 
choose an alternative size or brand if she doesn’t want the premium. 


We occasionally use self-liquidating premiums for which the consumer 
sends in an amount of money together with a label or box top from one of our 
products. In general we handle neither the money nor the premium directly, but 
of course we do stand behind the offer and guarantee the consumer satisfaction. 


We make greater use of temporary on-pack premiums and we find that, if 
carefully selected, these are more attractive to the consumer than a ‘cents off’ 
deal of equivalent cost to us. In fact we carefully measure the appeal of 
premiums among representative groups of consumers and in actual store tests, 
and normally use only those that consumers prefer to a price reduction by a 
significant margin. 


We also use permanent in-pack premiums in one or two products and we 
have found over the years that there is a definite section of the market that 
prefers to buy detergents with premiums. This preference is especially strong in 
the province of Quebec and in the Atlantic provinces. We have sold Breeze 
successfully for almost 15 years with towel and face cloth premiums packed 
inside, and the committee may be interested in our experience when we tried 
unsuccessfully to sell the product without premiums. Prior to 1961 Breeze was 
sold in two versions, blue and white, both containing identical premiums. In 1961 
the premiums were withdrawn from the white product—we put ‘“‘No premium” 
on the new box—and the weight and price of white Breeze were adjusted to 
coincide with those of leading non-premium brands. In this situation where the 
housewife was able to exercise a free choice for the same product with or 
without a premium, the sales of the white product without a premium dropped 
so rapidly that we were forced to take it off the market in 1963. During the same 
period there was a corresponding, though not proportionate, increase in the sales 
of blue Breeze with premiums. Obviously the consumer recognized the greater 
total value of detergent plus premium, even though she realized she had to pay 
slightly more for the combination than for a package of detergent alone. 


COUPONS 

Even with the most effective advertising, it may take some time and many 
exposures before the average potential consumer is tempted to buy a new or 
improved product. We have found coupons to be effective in speeding up this 
process by offering a financial incentive to try the product. In 1965 we issued to 
consumers coupons with a total face value of $1,500,000. | 

We believe that in a free economy the consumer should be free to choose 
and the manufacturer should be free to try to persuade her to choose his product. 
This can be done by advertising and it can sometimes be done more effectively in 
the short term by promotions. To restrict advertising or to restrict promotions 
would be to force manufacturers inevitably to use more costly and less effective 
methods of attracting the consumer. 
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In this day of low-cost mass retailing the adage “Build a better mousetrap 
and the world will beat a path to your door” is simply not true. The manufactur- 
er might be able to persuade the retailer to stock his better mousetrap, but 
unless he quickly creates an awareness of the product and persuades enough 
consumers to buy it, it won’t stay on the retailer’s shelves for long. He could do 
this by personally visiting consumers in their homes to demonstate the merits of 
his product; but he can achieve the same result a great deal more cheaply by 
advertising and by intelligent use of promotions. Finally we believe any restric- 
tion of promotion would inevitably tend to consolidate the position of dominant 
manufacturers by denying new or small competitors the weapons they might 
otherwise use to enter a market, or to improve their position within it. 


PRIVATE LABELS 


- Our policy is to supply private label products where we can do so at a profit, 
and provided that we have spare manufacturing capacity. Given these conditions 
we believe it is logical to supply such products to retailers or wholesalers who 
are determined to sell them. Because this volume offers us the possibility of 
using up spare capacity at no additional operating and selling cost, we are able to 
sell the products at substantially reduced prices. Furthermore, our selling prices 
of private label are not calculated to recover research and development expenses 
nor marketing research costs which are essential to the growth and survival of 
our business, and which must be recovered in the prices of our own brands. It 
eannot be too strongly emphasized that technological progress and product 
improvement depend entirely on the national brands’ manufacturer—not on the 
seller of private labels. 


Our company is characterised by a strong and continuing concern for the 

consumer. We spend substantial sums every year on all forms of market research 
in order to determine how people use existing products and what they think of 
them. We also spend heavily on research and development to develop new or 
improved products that will better satisfy consumer needs. 
\ Our private label sales represent less than 2 per cent of our total detergent 
business. While these products are of good standard quality and represent good 
value, they are manufactured to a price and do not perform as well as our best 
national brands. As a matter of policy we do not incorporate our best technology 
in private labels. Our national brands such as Omo or ‘all’ provide significantly 
better performance in whitening and brightening fabrics and in soil removal 
under difficult conditions or in hard water. They also provide reserve cleaning 
power for the second and third load in the washing machine. 

Our research shows that these differences are generally discernible by 
consumers. This is further confirmed by the fact that an overwhelming majority 
of consumers continues to buy national brands of detergents even though private 
label products have been available and have been strongly promoted by super- 
markets for several years. 


“UNITS OF CLEANING POWER’”’ 


An effective detergent must be capable of performing several functions, 
each of which is an integral part of the detergency mechanism but none of which 
individually provides for adequate performance. Among these are the ability to 
remove particulate mineral soils, to remove and emulsify oily and other organic 
soils, to hold soil in suspension in the wash liquor, to prevent dyes from bleeding 
and transferring from one garment to another. Certain of these properties may 
be measured under rigidly controlled conditions of laboratory tests. Others 
cannot, and must be judged subjectively. Attempts to assemble the results of 
these tests into a composite “units of cleaning power” index inevitably lead to an 
incomplete and misleading assessment of the product under test. 
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The conditions under which detergents are used in the home are variable 
and complex. Water hardness, an important factor in performance, varies widely 
across the country. The nature of soil is different in rural and urban areas, and is 
further complicated by the occupation and working environment of the garment 
wearer. The laundry load is comprised of a rapidly increasing variety of synthet- 
ic fabrics, blended fibers, resin finished fabrics and new structural features in 
fabric and garment design. Differences in washing machine design and principle 
of operation add yet another variable. 

Finally, variations in washing habits and practices such as the length of 
wash cycle, the number of loads washed per water change, the size of load in 
relation to the amount of detergent and water, the temperature of the water and 
the use of bleach or other additives—all have a bearing on the quality of the 
wash. 

It is highly improbable that an index could be developed which would 
encompass the technical criteria for detersive action, the complex and variable 
conditions under which detergents must perform, and the vagaries of human 
preferences and prejudices, and still provide a useful guide to detergent quality 
or value. 

On the basis of the foregoing considerations we do not believe it is feasible 
or possible to identify or otherwise adequately describe the effectiveness of a 
detergent in terms of “units of cleaning power.” 


NEW PRODUCT DEVELOPMENT 

It is the nature of our business that continuing change and improvement are 
an accepted way of life. The needs and demands of our real customer—the 
Canadian housewife—are constantly changing with improving standards of liv- 
ing marked by the development of new fabrics, new and improved methods of 
laundering, and many new types of materials to be cleaned and protected in her 
home. In fact, some of these new methods have been made possible by develop- 
ments in our industry. Can you imagine using old-fashioned soap chips in a 
modern automatic washer? The results would be far from satisfactory. 

We are dedicated to innovation; to change that leads to improvement. The 
development of new products and new methods is essential to the successful 
growth and indeed, the survival of our business. But these products don’t just 
happen. The careful research that goes into their development, both in the 
laboratory and in the market place, is very costly. We spend large amounts of 
money and time on the development and manufacture of new and improved 
products which, through careful research, consumers tell us they want and need. 
Many of them are unique and make a genuine contribution to improvements in 
the standard of living. 

It might be interesting to review one example of this type of development 
that is current with our company and to examine the investments and risks we 
face in attempting to find acceptance from Canadian housewives. 

We call the product Dual and we believe that it is a new idea in household 
cleaning, particularly for use on tile floors. The formula involves an emulsion of 
non-ionic detergent and wax. Dual cleans floors as well as any other powder or 
liquid household cleaner now on the market, but it also offers the advantage over 
other cleaners of leaving the floor, when dried, with a beautiful, bright shine 
without buffing. 

We conducted an independent consumer research study in 1965 which 
revealed a considerable need and desire for such a product. We then faced the 
problem of developing this product and communicating its unique benefits to 
housewives. 
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In the research and development of our new products, we continually draw 
on the knowledge of our researchers in the many Unilever laboratories through- 
out the world. A product similar to that which we required in this instance had 
been developed and thoroughly and successfully consumer tested in the United 
Kingdom and several European countries. Our scientists adapted this formula to 
Canadian conditions and requirements, incorporating Canadian ingredients. 
Based on the results of extensive testing in our own laboratories, we felt that we 
had developed the best possible version of the product for Canadian needs. A 
great deal of inventive work went into package designing, advertising creation 
and other elements that could make this new product recognized and appreciated 
by consumers. 

It was now necessary to discover whether we could communicate the unique 
benefits of this product to the housewife and, once this was accomplished, 
whether she felt that the product fully satisfied its claims and her requirements. 

On this basis, the product was launched into two city test markets in April 
of 1966. In order to inform the consumer of our offer and to prove to her that this 
product would actually support its claims and meet her stringent requirements, 
it has been necessary to spend heavily but efficiently on well-tested effective 
advertising and sample distribution. Extensive consumer acceptability research 
and product evaluation followed the initial advertising and sampling programme 
by approximately three months and will continue throughout the test marketing 
period. 

This testing has been and will be a long and costly process. For example, 
because of the bi-cultural nature of our country and the diversity of social 
customs and satisfaction requirements resulting from this bi-culturalism, it is 
necessary to duplicate all this testing in English and French test cities. The 
product and consumer research discussed above will cost Lever Brothers well in 
excess of $150,000 and we can lose all this investment if the housewife decides 
that she really does not need or want this product. The national expansion of the 
product, providing that it is successful in test, will cost some $250,000 in net loss 
in the introductory year. 

This is the investment that we must make to ensure that housewives get to 
know about this product and get a chance to try it to determine if they want to 
use it on a continuing basis. If it turns out that our test market results are 
favourable but not projectable, we can lose our total investment. It is a risk that 
we must take from time to time in each of our product categories in order to 
remain progressive and competitive and it indicates the kind of costly develop- 
ment that must go into new products in the consumer goods field. 

It seems appropriate to emphasize here the vital contribution of advertising 
and promotion to the development of new products and their successful intro- 
duction to the public. One of the critical judgments which must be made in 
connection with any new product is the price at which it will be offered to the 
trade and ultimately to the consumer. It would have been possible for us, for 
instance, to project a modest volume of sale for Dual, in which case we would 
have set the selling price at, say, 89 cents a bottle, in order to recover our initial 
investment in a reasonable two to three year period. On the other hand, we could 
aim at a higher volume which would enable us to sell the product at 61 cents a 
unit and recover our costs in the same period. In the case of Dual the latter 
course was chosen, but it was only made possible by our ability to use advertis- 
ing and sales promotions skillfully and freely in order to create consumer 
awareness and to generate consumer trial. This is a clear illustration of the way 


in which advertising, by making large-scale production possible, does reduce 
prices. 
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MARGARINE 

Although this brief has dealt mainly with our soap and detergent business, 
we are conscious of the committee’s basic interest in food prices, and its concern 
for ways in which the consumer can get good value for her food dollar. We think 
it is timely to consider the situation of margarine, and we offer you our views as 
a leading manufacturer of this product. 

Margarine is a highly nutritious food that offers the consumer excellent 
value for money. It is also an important user of Canadian raw farm products. 
Our market research studies show that this food is highly appreciated and 
desired by a large percentage of Canadian consumers. It is therefore remarkable 
that the sale of margarine continues to be hampered by federal and provincial 
restrictions, the purpose of which is to render the product less attractive and 
more expensive to the consumer. 

For example, the federal Government imposes a tax of 11 per cent on 
margarine, the only basic food product in Canada to be so taxed. (It is interest- 
ing to note that dog and cat foods are not taxed, nor are such luxuries as 
truffles.) This tax adds 4.4 cents a lb. to the retail price of our leading margarine 
brand. 

Some provincial governments impose further restrictions. Seven provinces 
dictate that margarine must be sold either white or in a deep yellow colour 
which the housewife finds unacceptable for certain purposes. In order to satisfy 
all her needs, we must therefore provide a separate white product which she has 
to colour herself to the desired degree. This adds to our manufacturing costs and 
results in an unnecessary multiplicity of packs which increases costs of handling 
and storage for the retailer as well. In Newfoundland and British Columbia 
where no colour restrictions exist, the duplication of packs is avoided. 

Despite a generous price support and subsidy programme—costing $22.00 
per family per year, or the equivalent of a week’s grocery bill—the dairy 
industry is unable to supply its share of Canada’ stable and cooking fat needs, 
and so once again Government is faced with the necessity of importing butter. 
We are confident that we can provide a better answer than imported butter 
provided the consumer is truly permitted to exercise her right to freedom of 
choice. And we are equally confident that the dairy farmer can continue to find a 
demand for his product from which he may obtain a worthwhile profit. Surely 
the consumer merits this freedom of choice. Removal of the sales tax on marga- 
rine is an important step in lowering food costs for the families who need it most. 
This simple move would save Canadian consumers on their annual food bill a 
total of more than $5 million. 


CONCLUSION 
We should like to emphasize these facts: 

1. During the period 1960-1966 our main detergent powders increased 
in price at an average rate of slightly more than 1 per cent a year, and our 
principal liquid detergent, Lux, actually decreased by some 12 per cent 
despite considerable increases in the costs of materials and labour. This 
compares with an increase of 14 per cent in the overall cost of living. 


Since 1960 there has been no upward movement in profit margins and none 
in net profit of the company. 

2. While we sell our products to retail organizations, the fact is our 
real customer is the consumer. It is essential that we communicate the 
attributes of our products to the housewife and our experience has shown 
us that by far the most economic way we can accomplish this is by 
advertising. 
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Advertising is an essential factor in making large-scale production possible, 
resulting in lower unit costs which are reflected in prices charged to the consum- 
er. 

May I add that during the past 18 months our main detergents increased 
only 2 per cent to 24 per cent. 

We pay a great deal of attention to the determining of how much to spend on 
advertising our products—to ensure that we spend no more and no less than is 
needed to achieve the objectives. That we are succeeding in improving the 
efficiency of our advertising activities can be seen in the fact that we have not 
found it necessary to increase our total expenditures during the 1960-1965 
review period, despite substantial increases in the cost of advertising media. 

3. We use various forms of sales promotion, such as price off, premi- 
ums and coupons, and we have found these to be sound and effective 
means of inducing consumers to try our products. In 1965 we gave 
consumers a total saving of almost $2 million on our products in the form 
of temporary ‘cents off’ deals. We use permanent in-pack premiums in one 
or two products and have found over the years that there is a definite 
section of the market that prefers to buy detergents with premiums. 


To restrict advertising or to restrict promotions would be to force manufac- 
turers to use more costly and less effective methods of attracting the consumer. 
4. Powdered detergents today generally have standard size packages 
but standardized “even’”’ weights would not be meaningful to the consumer 
since virtually no two products are identical. 


Rather than reducing the number of packages, weight standardization would 
result in a great proliferation of package sizes, with different sizes for products 
of varying density. The result of weight standardization would be production 
inefficiency and greater expense to the manufacturer and the consumer. 

5. We supply private label products where we can do so at a profit 
and provided that we have spare manufacturing capacity. Because private 
label volume does not involve additional operating and selling cost, nor 
does it require any research or development expenditure, we are able to 
sell the products at substantially reduced prices. 


Technological progress and product improvement depend entirely on the 
national brands’ manufacturer—not on the seller of private labels. 

Our private label sales represent less than 2 per cent of our total detergent 
business. While these products are of good standard quality, they are manufac- 
tured to a price and do not perform as well as our best national brands. 

6. The development of new products and new methods is essential to 
the successful growth and survival of our business. Over the last five 
years we have averaged an investment of over $650,000 per annum in new 
product development. 

7. Removal of the 11 per cent Federal Sales Tax on margarine would 
be an important step in lowering food costs for the families who need it 
most. This single move would save Canadian consumers a total of more 
than $5 million annually. 


May I add, Mr. Chairman, that the remarks in this brief apply, as do the 
figures, to the main Lever business. We do have other interests. 


The AcTING CHAIRMAN: Thank you very much, Mr. Lockwood. Mr. Scott is 
the first name I have on my list. Would you like to proceed, Mr. Scott? 


Mr. Scott (Danforth): Mr. Lockwood, you were here this morning and 
heard our discussion about suds. You are sort of the rubber in the bridge act, 
because we seem to have received what I think are two different stories. I was 
wondering if you could give us the benefit of Lever’s opinion as to whether or 


not the suds problem, which we were debating this morning, really has anything 
to do with cleaning power. 
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Mr. Lockwoop: I would be interested to give our opinion, Mr. Scott. We 
were not here when Mr. Beeson made his statement and I have not actually seen 
the text. However, listening to Mr. Williams of Procter and Gamble this morn- 
ing, I think we would say that, in general, we would go along with the position 
that he took, namely, that in the development of synthetic detergents, sudsing is 
a natural and inevitable part of the formulation, certainly during the early 
stages, and even up to quite recently, in the manufacturing of the synthetic 
detergents. There is no doubt that the presence of suds on the water signals the 
activity of the detergent in the wash water. 

A few years ago we ourselves continued the development of an exciting new 
type of product called ‘all’. This was created from entirely different raw mate- 
rials which did not produce any suds and was particularly suitable for use in the 
automatic washing machines and in fact is perfectly good in any washing 
machine. I think that is the situation or the position we would take. 


Mr. Scott (Danforth): You are saying that in the case of ‘all’, you developed 
a detergent without suds? 


Mr. Lockwoop: Yes, with very little suds. 
Mr. Scott (Danforth): Which is effective? 


Mr. Lockwoop: Particularly effective. So effective that we say it “outcleans 
them all’’. 


Mr. Scott (Danforth): That is where we start with these commercials. 


Mr. Lockwoop: We have had a few around this room, so I thought I should 
get my plug in. 


Mr. Scott (Danforth): We are not objecting to that. You are saying that is 
a detergent that cleans well without suds? 


Mr. Lockwoop: That is correct. 
Mr. Scott (Danforth): Therefore, suds is of no value? 


Mr. Lockwoop: Suds do not matter except that historically, in the develop- 
ment of synthetic detergents, they played this role of signalling the effectiveness. 
But with this development of non-ionic ingredients and this entirely new chemi- 
cal buildup, they are not necessary, although the housewives, the majority of 
whom are using the wringer washers still, are used to them and like to see the 
suds. 


Mr. Scott (Danforth): You mean, you are closer to Mr. Beeson than Mr. 
Williams on that. This was, at least what we took from his testimony, that they 
did not really matter nowadays with modern detergents, and the only reason 
they are in there is that the housewife needs them? 


Mr. Lockwoop: That is not what I said. I said they were a natural part of 
the development of synthetic detergents. When detergents were developed after 
the war, the ingredients produced a substantial sudsing effect, which housewives 
wanted because they were used to the old suds of the soap powders and the 
sudsing effect of the synthetic detergent was a great attraction to them. But over 
the years of research it is now possible to develop a synthetic detergent that is 
equally effective but which does not have suds. You could conclude that some 
women prefer detergents with suds, especially those housewives who are using 
the wringer washers. Others who are using the washing machines find that the 
non-sudsing detergents are just as effective. 

Mr. Scott (Danforth): Does the sudsing add anything to the cleaning 
power, other than the psychological value? 

Mr. Lockwoop: It has a psychological effect undoubtedly, but the suds 


themselves that rest on the top of the water do nothing of course, as Mr. 
Williams said. It has nothing to do with the cleaning, but it signals the activity of 
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the detergents in the water. Iam not a chemist but a chemist could explain that 
in some detail, if necessary. 


Mr. SmitH: As a supplementary, we had it from Mr. Beeson recently, when 
he was talking about the addition of detergents to a material, that would reduce 
the congestive effect that detergent suds have on sewage disposal plants. Are you 
presently satisfied in that regard for your product? 


Mr. Lockwoop: Our products are being manufactured by a biodegradable 
active formula that, under proper sewage conditions, reduces to practically nil 
that effect. 

Mr. SmitH: On that point, Omo is sudsy, and ‘all’ is— 

Mr. Lockwoop: Low sudsy. 


Mr. SMITH: Does ‘all’ go through a sewage disposal plant with less interfer- 
ence than Omo? 


Mr. Lockwoop: Now that Omo is manufactured from a biodegradable base 
there is very little difference. 


Mr. SMITH: And before that? 
Mr. Lockwoop: Before that, ‘all’ had less effect than Omo. 


Senator INMAN: Does the ingredient that makes the suds add to the cost of 
the detergent. If it has no cleaning value, why put it in? 


Mr. Lockwoop: The sudsing of synthetic detergents was a normal automatic 
outcome of the composition of the formulation. The formulation suds under 
certain water temperatures. Therefore, it was an integral part. We have now 
found a way of producing another type of product which is equally effective, 
which does not sud. 


Mr. Scott (Danforth): You saw the experiment given to us this morning? 
Mr. Lockwoop: Yes. 


Mr. Scott (Danforth): The impression it purported to give, at least to me, 
is that the cleaning power is gone when the suds disappear? 


Mr. Lockwoop: I think it was explained this morning, Mr. Scott, that there 
is a difference in the detergent action in a dishpan compared to the detergent 
action in a washing machine. It is true that in the dishwashing operation with a 
detergent, sudsing does most certainly indicate the remaining effectiveness; and 


when all the suds are gone the effectiveness has, to all intents and purposes, 
disappeared. 


Mr. Scott (Danforth): So you would say Be when the suds vanish, so does 
the cleaning power? 


Mr. Lockwoop: To a large degree. It is not exact, you cannot make an exact 
statement of that sort, but certainly the end result of that situation is that as the 
suds disappear so does the grease-cutting effectiveness of the water, the deter- 
gent in it is lessened to a point where it has practically no effect. 


The Acting CHAIRMAN: From the demonstration this morning, I presume 
that when the top of the sink was all covered with these suds or foam, if you 
took a plate and immersed it in this water and shook it around and took it out 
again, it would be clean. When all the suds had disappeared, if you took the same 
plate with an equal amount of dirt or grime on it and put it in the water, with no 
suds, and took it out and took a dishcloth and washed it all off, it would still 


be clean, whereas if you just shook it around in the water and then took it 
out, it would not be clean? 


Mr. Lockwoop: I think that is a fairly accurate statement of what happens, 


because the detergent effect has been practically absorbed by the grease in the 
dishpan at that stage. 
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Mr. Scott (Danforth): You place a great deal of emphasis on advertising 
in creating market demand, but your advertising budget appears to be about 
one-half of Procter and Gamble and one-half of Colgate. Is there any special 
reason for that? 


Mr. Lockwoop: I have not the Procter and Gamble advertising figures with 
me. As you can see, we spent in 1965 about $44 million on advertising, which 
does not include the co-operative advertising. I do not have the other figures 
with me at the moment. Can you give me the Procter and Gamble figures? 

Mr. JOYAL: Yes, 14.3 per cent in 1966. 


Mr. Lockwoop: Are you talking, Mr. Scott, about percentage of sales or total 
dollar expenditure? 


Mr. Scott (Danforth): Percentage. 
Mr. Lockwoop: Ours was running 7.6 per cent. 
Mr. JOYAL: Theirs include advertising promotion. 


Mr. Lockwoop: I do not think we are talking about the same thing. We are 
talking about what we call media advertising, that is, television and radio, 
whereas his figures include other expenditures. 


Mr. JOYAL: Sales promotion, cents off and gimmicks. 


Mr. Lockwoop: We spend another $1.4 million in promotions of various 
sorts. 


Mr. Scott (Danforth): Do you put any estimate on the monetary value to 
you of American advertising of Lever Products? 


Mr. Lockwoobp: Yes, it is indeed of importance to us, in its overflow value. 
Mr. Bates could speak clearly on it. 


Mr. Ronald W. Bates, Vice-President, Marketing, Lever Brothers Limited: I 
could not give an accurate estimate of the value this represents to us. Certainly it 
is an important factor in any consumer goods product in Canada. The existence 
of a similar brand across the border in the United States, whether it is heavily 
advertised or not, can make a definite difference in the success of that brand in 
Canada. 


Mr. Scott (Danforth): In your interesting section on margarine, on page 36, 
you said that the removal of the tax would result in a saving to the consumer 
of $5 million. 


Mr. Lockwoop: Yes. 


Mr. Scott (Danforth): Our experience so far has been that reductions given 
by people such as yourselves to retailers are not necessarily passed on. 


Mr. Lockwoop: Mr. Scott, I must suggest that in a highly competitive 
market such as this, where margarine is competing with butter, a reduction of 
the sales tax would undoubtedly be passed through almost in its entirety. 


Mr. Scotr (Danforth): We have no way of establishing that in the case of 
your prices off deals, where we have gone into the supermarkets and found the 
figures all so juggled around on the shelves that it was impossible to know. How 
‘can you guarantee that this would be the case. 


Mr. Lockwoop: We cannot, of course, but our whole energy is devoted 
through our sales organization across the country in an endeavour to insure that 
price reductions of this sort are passed on to the consumer. I would say that in 
general our customers do this. Now, there are obvious cases where it does not 
happen, but in the broad generality of my experience of 20 years in the Canadian 
market I have seen very few cases where this kind of price reduction has not 
been passed on to the consumer. 
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Mr. Scott (Danforth): Do you feel that this is a deliberate act of discrimi- 
nation by the Governments involved in favour of the farmers? 


Mr. Lockwoop: It obviously has that implication, Mr. Scott. There is no 
doubt about it. We as manufacturers of a Canadian product manufactured from 
Canadian raw materials from the soy beans grown by Canadian farmers find this 
position illogical and unfair to the people who most need the preduct. 


Mr. Scott (Danforth): Have you made representations to the Government 
to have this removed? 


Mr. Lockwoop: We have indeed. 


Mr. O’KEEFE: How much would the 11 per cent sales tax mean on one pound 
of margarine? 


Mr. Lockwoop: It comes to 4.4 cents per pound of margarine. Margarine 
sells anywhere from 25 cents to 55 cents per pound, depending on the quality of 
the margarine. If we take the average price, it will be somewhere around 35 
cents, so that the tax on this amount is a very significant factor indeed. 


Mr. O’KEEFE: If you were to take five cents away from 35 cents a pound on 
margarine, then that would be tremendous. 


Mr. Lockwoop: That is a tremendous advantage. It is 11 per cent. 


Mr. Bates: Our calculation was based on the existing price to the trade of 
our leading brand of margarine, which is about 37 cents per pound at the 
moment. Now, the 11 per cent sales tax on top of that means a 4.4 cent increase 
at the retail level after the retailer has taken his normal mark-up. 


Mr. Scott (Danforth): We have had a lot of discussion in the committee 
about private versus national brands. The people who promote private brands 
tell us that they are just as good as national brands, but the people who 
manufacture national brands tell us, as you have done, that that is not so. Could 
you give me an example of a private brand compared with one of your national 
brands and tell us what you take out of the private brand in order to make it 
inferior? 

Mr. Lockwoop: Yes, we would be very pleased to do that. May I have that 
package of Domino, please? Here is a private label that we manufacture for 
Dominion Stores, one of our most important customers, and here is a package of 
Omo. Now, these two products sell at considerably different prices. Omo is a 
nationally advertised and nationally promoted product on which we have to 
recover, as we said in our brief, a tremendous investment in research, manufac- 
turing and marketing, et cetera. Because we have the capacity, we are able to 
provide Dominion Stores with a very good standard of average detergent, but it 
does not have the advanced, sophisticated elements which we build into Omo. 


Mr. Scott (Danforth): What does it not have? What did you take out of it? 


Mr. Bates: I think it would be an oversimplification, Mr. Scott, to say that 
we take something out of it. The point is that a detergent is a rather sophisti- 
cated balance or combination of a host of chemical ingredients. It is possible to 
combine all of these ingredients in certain proportions and get better or poorer 
performance. One of the major parts of a detergent is what is called the active 
system, that is, the chemical composition which is also referred to as the 
“surfactant”. Then there are certain builders that are put in, phosphates 
primarily, and, depending on the proportion in which these are combined, you 
might get better or worse performance. In addition to that, we add to all of our 
detergent products fluorescent dyes or brighteners. You have probably heard 
about these from other witnesses. They are a relatively recent development in 
the detergent industry in the last few years. These brighteners can improve 
significantly the whiteness and brightness of washed garments. 
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Again, improved performance can be obtained by different combinations of 
these dyes. They themselves can be quite expensive to the manufacturer, howev- 
er. In making up a detergent to a price, therefore, as we have for Domino, we 
have the wide range of combinations of all these ingredients from which to 
choose. 


Mr. Scott (Danforth): But the private brand is inferior in performance? 


Mr. Batss: It is not inferior in performance with respect to the needs and 
desires of a lot of consumers, and, for its price, it represents to them very good 
value, obviously, otherwise Dominion Stores would not be able to keep it on 
their shelves. But under controlled conditions in the laboratory we can demon- 
strate quite clearly the superiority of Omo. 


Mr. Scott (Danforth): Another conclusion in your brief is that there is no 
effective way of measuring power cleaning units. Is that correct? 


Mr. Lockwoop: That is correct. We have looked into this in the past in our 
companies in various parts of the world. This problem has been tackled, but 
because of the variables you heard described this morning, and which we 
ourselves describe, it is an actual impossibility to standardize. It is rather like 
saying you have a standard car. You know you have got 100 types of cars with 
different shapes and sizes. They all run on four wheels and getiyou from A to .B, 
but you cannot, for example, say what is a unit of automobile. It is not possible. 
It is the same with a product of this sort. It is a highly sophisticated, complex, 
chemical formulation which can be varied in a thousand different ways and, 
therefore, to try to establish a basic index, I think, would not only be difficult 
and dangerous but might inhibit, in fact, further innovations and improvements 
in the products themselves. 


Mr. Scort (Danforth): Yet, from watching your advertising, particularly on 
television, I get the impression that you actually, as part of your ads, talk about 
the larger numbers of power cleaning units in your product. I am thinking 
particularly of the commercial where the young bride is effervescing over her 
young husband’s shorts—trousers—well, you know what I am talking about. 
And then the older woman comes along and tries to talk her into one of the older 
products. The answer is always, “Oh, this has more power cleaning units.” 

Is there not something wrong there? 


Mr. Lockwoop: Well, some people have used that particular appeal, but we 
have not in fact. For most of our products our advertising is built around either 
the cleaning power, the whitening power or the brightening power, and these are 
real factual results that you can get from different sorts of detergents. You can 
get more brightening from some detergents than from others by the use of the 
best type of fluorescents. You can get more deep cleaning from still another type 
of formulation. I do not think anybody in our industry has ever been able to 
develop the kind of thing you are looking for. They may have used the words 
“units of power” in some advertising copy, but, in our opinion, no such units can 
be established. 

Mr. Scott (Danforth): But you are prepared to stake the very reputable 
reputation of Lever Brothers that this cannot be done. 

Mr. Lockwoop: It cannot be done in a way which would be meaningful to 
the housewife. This is the point: “which would be meaningful to the housewife.” 

Mr. Scott (Danforth): I will pass on. Would you put me at the bottom of 
the list again, please? 

The ACTING CHAIRMAN: Yes. We will hear from Mrs. MacInnis now. 

Mrs. MAcINNIs: I would like to ask some questions about your packaging. As 
you can see I have a couple of cakes of bath soap with on-pack premiums. 
Referring to the packaging itself, a lot of women are asking if it is really 
necessary to have each of these bars individually wrapped and then have them in 
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a cardboard package, which in turn is wrapped in cellophane. In addition to that, 
of course, there is the attached premium. I will come to that in a minute, but are 
these three wrappers essential for the packaging? They must add to the cost. 

Mr. Lockwoop: In the normal pack, of course, there is not the outer 
cellophane wrap, but the inner wrap and carton themselves are vitally important. 
We use in a product like that a very high-class and expensive perfume. We want 
to make sure that when that arrives in the housewife’s home the perfume is 
maintained as far as possible. That is the reason for that protection. 

Mrs. MacInnis: Could you make any substantial saving without all this 
individual wrapping? 

Mr. Lockwoop: We could make some saving, but we would then lose the 
perfume. 

Mrs. MacInnis: Now about this “on pack” thing. When I went to get the 
package of soap I was looking, as is my custom, for a plain package of soap. 

Mr. Scott (Danforth): You could not find it? 

Mrs. MacInnis: I could not in this brand when I looked the other day. Lux is 
a good kind of soap, and I wanted a bigger Lux. That is not a commercial! 

The AcTING CHAIRMAN: Then what is it? 

Mrs. MacInnis: The fact is, you say, a person does not have to buy this 
(Indicating nail brush), but in this particular instance I had either to buy it or 
buy somebody else’s soap. The consumer does not have to take it away, but is it 
not true that the consumer has to buy this, in any event, because you pay for it 
when you are buying soap anyway? How much is this worth? (Indicating nail 
brush) 

Mr. Lockwoop: I will let Mr. Bates answer that question. 

Mr. Bates: Mrs. MacInnis, when you ask how much is it worth, you mean 
how much does it cost us or how much is it worth to the consumer? 

Mrs. MAcINNIS: How much does it cost you? 

Mr. Bates: I think that cost us somewhere around 6 or 7 cents a unit. I think 
its normal retail value would be about 295 cents. 

Mrs. MacInnis: It costs the consumer ultimately, when you say “us”. 

Mr. Bates: No, she paid the same price for the soap. 

Mrs. MacInnis: No consumer thinks that you are going around like fairy 
godmothers giving away little brushes for nothing. The consumer pays, is that — 
not true? 

Mr. Bates: No, not in that case, I do not think she does. 

Mrs. MAcINNiIs: Well, who does? 

Mr. Bates: To attract consumers to try this particular brand of product, 
which had just previously been quite substantially changed and improved, we 
employed this particular technique temporarily. We spent on that nail brush, let 
us say, 6 or 7 cents, which we then gave free to the consumer. There are other 
alternative methods open to us to attract the consumer. 

Mrs. MacInnis: I do not want to get to the others right now. I want to 
establish the fact that this cost the consumer 6 or 7 cents. Is that correct? 

Mr. Bates: No, I do not think it is correct. It cost us 6 or 7 cents. 

Mrs. MacInnis: But where did you get the money to pay for it? 

Mr. Bates: Out of our profits, which we spend on advertising and 
promotion. 

Mrs. MacInnIs: Where do you get your profits from? 

Mr. BaTEs: From selling our products. 


Mrs. MacInnis: To whom did you sell your products? 
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Mr. BATES: To retailers and wholesalers. 
Mrs. MAcInNnNIs: Who did the retailer sell them to? 
Mr. BATES: The consumer, presumably. 


Mrs. MAcINNIS: And in the ultimate result the consumer pays for this, so 
that is right, is it not? I guess I had better be more definite. Do you not agree 
that ultimately, no matter who is responsible for passing it on, the consumer does 
pay? 

Mr. BatTEs: I think ultimately, yes, the consumer does pay. 


Mrs. MacInnis: In the light of this, how do you account for the fact you say 
that in 1965 you saved the consumer, through premiums and cents off, almost $2 
million? 

Mr. BaTEs: Through price off, through cents off offers. I would like to point 
out with respect to that particular premium, in the normal course of events that 
premium, the nail brush, would have been tested in actual in-store tests with 
consumers having a free choice alongside perhaps a 7-cents off offer; and not 
until we were quite sure from those in-store tests in a number of cities across 
Canada, not until we were sure the consumers exercised their preference for that 
nail brush, would we use it to attract consumers instead of, let us say, a straight 
price off offer. 


Mrs. MAcINNIs: About this cents off. Have you any way of ensuring that a 
cents off offer will be passed on to the consumer? 


Mr. Bates: Yes, we think we have in the way we handle cents off offers 
normally. Here is one, for instance, on Dove Liquid. It says, “10 cents off.’ We 
bought this in Ottawa this morning ourselves. It is marked on the pack by the 
retailer ‘89 cents.” The regular prevailing retail price on that size of Dove is 99 
cents; it has been ever since this product has been on the market. That is the 
regular price you will find in virtually every chain store in this part of the 
country. 

When we want to make a 10 cents off offer we take the precaution of 
printing on the label “ the price shown is 10 cents off regular price.’’ And, lo and 
behold, there it is marked on the pack “89 cents,”’ which is in fact 10 cents lower 
than the prevailing normal retail price. 


Mrs. MacINNIS: Have you ever considered printing on your packages and 
bottles what it cost you people, the manufacturers, to produce that product the 
minute it leaves your factory? 


Mr. BAtTEs: No, I do not think we have. 


Mrs. MacINNIs: Would that have an influence on the retailer’s price, 
if you did? 
Mr. BATES: I do not see what influence it would have. 


Mrs. MacInnis: Would it let the consumer see how much it cost to produce 
that article? 


Mr. BaTtEs: I am not sure whether the consumer would really be any further 
ahead in knowing that. My own view is, based on a certain amount of experience 
with consumers over the years in this country, that the average consumer is not 
really concerned and does not really base her judgment on the number of cents 
worth of raw ingredients that go into any product. What she is looking for is 
satisfaction for her needs and wants. It is the end result of the product that 
counts for her and the sort of value it represents to her. 


Mrs. MacInnis: I know, but it is precisely this question of value, because to 
a great many consumers I know price is not a negligible factor. We are trying to 
get at what has been raising prices to the consumer. If the consumer knew how 
much it cost the manufacturer to make that product, would the consumer not be 
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in a better position and better protected against retailers tampering with the 
actual value they put on them? 


Mr. BatEs: The first thing I would be afraid of is that it might give a boost 
to an inefficient manufacturer who might, for instance, print on the pack that, 
“This product cost me 22 cents to make”; whereas a more efficient manufacturer 
might make exactly the same thing for 17 cents. What conclusion would she 
draw? That that is a better product? 


Mrs. MacInnis: I thought you would be in a position to handle that by 
means of advertising and other promotional means. 


Mr. BATES: Well! 


Mrs. MacInnis: Let me ask this question. If it were made illegal for all 
manufacturers to use such things—soap manufacturers, detergent manufacturers 
and so on—to use cents off and premiums in and out, and all these other 
gimmicks for selling, and you knew your competitors could not have access to 
those things either, would your sales be able to be kept up? 


Mr. Bates: It is very difficult to say. It is really a very hypothetical 
situation, one which is rather difficult to imagine. I would say it would be much 
more difficult to maintain sales; there is no question about that. 


Mr. Lockwoop: One of the great problems that such an action produces is 
crystallizing out the situation in the market place. As we said in our brief, one of 
the great values of promotional effort of various types and kinds is to induce in 
the market intense competition, and it is by this intense competition prices are 
kept down and quality improved. The minute you start tampering with the free 
play of the competitive market you get the kind of situation we saw during the 
war, that I so well remember in England. Nobody made the slightest change in 
any grocery product during the war because there was a price ceiling and a 
profit ceiling, and everything was regulated. As a result, even if the people had 
the time and energy to do it, nothing happened. Furthermore, you would ensure 
the leader in the market being in a nice safe position, and nobody can attack him 
because you cannot use the very weapons which competition allows us. We 
attack our competitors in order to try and increase our business, and in the 
process of doing that we have to produce better products at lower prices. 


Mrs. MAcINNIsS: Well, I think it is time that it was recognized that there are 
a great Many consumers across this country that would sacrifice a little bit of 
choice in the way of gimmicks and things like that in order to get prices that are 
lower. I am not at all convinced that all of these things do keep the costs down. I 
think they add to the costs. 


Mr. Lockwoop: Mrs. MacInnis, we tried the very thing you are suggesting 
twice, and at great expense. We tried it in London, Ontario and in British 
Columbia. We tried to follow the very policies you are suggesting, and the 
housewife turned us down. 


Mrs. MacInnis: How do you account for the fact that this business of towels 
in detergent is much more popular in Quebec and the Atlantic regions than it is 
in other provinces? There must be an explanation for that. 


Mr. Lockwoop: There are two explanations for that. The French-Canadian 
housewife is a very sharp buyer by nature. I do not know whether there are any 
French-Canadian ladies present, but there is no doubt but that in this area— 
Quebec—this kind of offer has been highly successful. There is also the fact that 
the value the housewife gets in Breeze is very good. The profits we take on that 
product are inevitably lower than those we take on the ordinary detergents. The 
housewife is getting extremely good value in the form of the tea towel and the 
powder, and this is sharp buying. The same applies to the Atlantic provinces. 
There they are very sharp buyers indeed. 
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Mrs. MAcINNIS: We had evidence given us this morning that it took quite a 
long time to convert women to the idea that soap was not as good as the new 
detergents. I remember that very well. We are now in the process of deciding 
another thing, with respect to which even the soap people do not agree, and that 
is to whether the suds are psychological or not psychological. From the evidence 
we heard today there seems to be a very good case for the psychological aspect of 
suds. There is also the suggestion that because these detergents work well in a 
washer they will work well in other places. Suppose women get it through their 
minds that this is true, would not a campaign in which you put a good product on 
the market as cheaply as possible, consistent with cost and reasonable return, 
pay dividends, if enough women tried it? 

Mr. Lockwoop: Mrs. MacInnis, we have done this. 


Mrs. MAcINNIS: You have done it with only one or two products, and then 
only regionally. 

Mr. LockwoopD: We have done it on a number of occasions, and we must 
allow the consumer to have a free choice. Women want to buy products of 
different types and kinds. Must we, because some people do not think it is a good 
idea, therefore deny the millions of women who have bought our product 
Breeze—and I think we calculated the other day that over 170 million purchases 
of Breeze with towels had been made in the last few years—the right to buy that 
kind of product if they want it? 


Mrs. MaAcINNIs: I am speaking of the millions of women who do not live 
in the Atlantic provinces or Quebec. You give freedom of choice to those women 
in respect to gimmicks. Would it not be possible to conduct a campaign to see if it 
is— 

Mr. Lockwoop: What about this? (Indicating box marked “Surf: Square 
Deal’’) 


Mrs. MacInnis: No, I know about Surf. You have tried that only regionally. 
Mr. LocKwoop: Yes, and in your province. 


Mrs. MacInnis: This is not 1962; this is 1966. We did not have agitations 
then about the high cost of living. 


Mr. Lockwoop: This, I might say, was put out in 1966—the first six months 
of this year. We have just taken it off the market. 


Mrs. MacInnis: May I suggest that it is only within the last six months of 
this year that we have had women concerned about prices. I think we will be 
hearing more about this until some effort is made towards realizing that for a lot 
of women freedom of choice consists of having a freedom of choice in respect of 
good products without any gimmickry. 


Mr. Lockwoop: Any woman who goes into a supermarket now has the 
largest choice ever in the history of mankind. Right here in the city of Ottawa 
she can choose from 25 different types of detergent that will suit and satisfy 
every possible need. Should we really continue to multiply that by offering 
things like this, (Indicating Square Deal Surf) which we have already proved 
are not attractive to the buyer? 


Mr. O’K&rEFE: But only in the rich provinces. 
Mr. Lockwoop: We have also seen this proved in other parts of the country. 


Mr. O’KEEFE: Which other parts? You have mentioned only Ontario and 
British Columbia. 


Mr. Lockwoop: No, we have not tested this in other areas, but we have used 
powder in cellophane bags. We had a splendid product called Sunny Monday 
with which we experimented in Alberta. 


Mr. O’KEEFE: Another wealthy province. 
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Mr. BATES: I think a good example of that is the one we quoted in our brief, 
Mrs. MacInnis—Breeze with towels and Breeze without towels. That campaign 
was national, from one coast to the other of this country. 

Mrs. MAcINNIS: One was blue and one was white? 

Mr. Bates: Yes, and I might add that at that time the consumer was 
expressing her choice as between blue and white detergent powder across the 
whole market of this country in the proportion of about 50-50. There was a 50-50 
preference between the blue and white powder. There was a classic freedom of 
choice. I have heard you in previous hearings asking manufacturers: ‘“‘Would you 
not try to let the consumer choose?” I will say that we were five years ahead of 
you, Mrs. MacInnis, and we almost went out of business on this brand. 

Mrs. MacInnis: And was the advertising comparable for the two kinds? 


Mr. Bates: It was an overall campaign on Breeze, and the White Breeze 
from which we took the premiums had its weight adjusted. 


Mr. Lockwoop: There was full weight. 

Mr. BATES: And its price was adjusted downwards. 

The AcTING CHAIRMAN: Were they identically the same product? 
Mr. BATEs: Yes, the same product. 


Senator O’LEARY (Antigonish-Guysborough): How did the consumer know 
it was the same product. The designation White and Blue was your own. 


Mr. Lockwoop: One product was blue and the other one was white. We had 
been selling both at that time, and the preference as between them was 50-50. 


Senator O’LEARY (Antigonish-Guysborough): Did you ever tell the consum- 
er that they were identical? 


Mr. Lockwoop: Yes, by our advertising. We said: “This is Breeze, and 
Breeze is the brand that guarantees performance’”’. 


Mr. BATES: You see, Senator O’Leary, there had been the brand Breeze 
available in either blue or white with identical premiums inside, and women 
could make their choice. 


Senator O’LEARY (Antigonish-Guysborough): So you assumed from that 
that the housewife knew— 


Mr. BATES: Yes, we are confident that she knew. 


Senator O’LEARY (Antigonish-Guysborough): But you did not put ‘White’; 
you put “Super” on there. 


Mr. Lockwoop: We put “Super” on the package in order to try to sell this 
without any premium in it. 


Senator O’LEARY (Antigonish-Guysborough): It seems to me that there was 
a certain amount of confusion with respect to it. 


Mr. ALLMAND: I am interested in knowing—I will accept the fact that 
nobody bought Four Square and the other product, but I am interested in 
knowing why. I am wondering if you have tried to investigate why in the city of 
London and in British Columbia where you had a cheap product which you 
advertised, and which gave a choice in respect of price to the consumer, that 
product did not sell. What conclusions did you come to? Did you come to the 
conclusion that consumers just like high priced products; that they knew there 
was a higher quality of product and they were willing to pay a higher price 
for the higher quality product? Did you investigate, and did you come to any 
conclusion as to why this product did not go? 


Mr. Lockwoop: I might answer your question as to why the product did not 
go by saying that here you get into the nuts and bolts of the business. We are in 
the business of selling things, and when you are persuading consumers to buy 
your products you have to use the technique of promotion and advertising, and 
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so forth. But, once you depart from that system, which has been tested over the 
years, you will find, in fact, that the consumer does not turn to your product. 
This is a fact of life, and the market place proves it. Otherwise, we would not use 
promotions; we would not use advertising. But, the market demands this. As 
soon as you change the rules and try to do this sort of thing then you cannot 
keep the interest of the consumer. 


Mr. ALLMAND: This is a great study in mass psychology. 
Mr. LocKwoop: Yes. 


Mr. ALLMAND: I have been to many meetings of consumers since these 
protests started and, as Mrs. MacInnis says, without a doubt all the women who 
go to these meetings say that they do not like these things. But, you say the fact 
of the matter is that they have not taken the low-priced product when they had 
the choice. This is hard to understand, but as one other witness said here, when 
the time comes to vote in the supermarket they vote for the towel. 


Mr. Lockwoop: Surely this is human nature. We are not dealing with 
computers. It is a complex reaction, and we have to study this. The psychology of 
advertising and selling has proved very conclusively that women, in fact not 
only women but men, when buying cigarettes or doing any kind of shopping 
have a reaction which is not necessarily logical. 


Mr. ALLMAND: Could it be that, let us say, even up to the middle of this 
summer consumers, both men and women—and in the supermarkets they are 
mainly women—did buy these things because they did not give enough thought 
to it or did not find the squeeze on their dollar such as there is now, but could it 
be there has been a lot of re-thinking on the part of the consumers and they may 
now be willing, because they see the squeeze on the dollar from all sides, to 
accept a product such as Square Deal Surf and so on? 

Mr. Lockwoop: We are certainly watching this, of course; and more than 
anyone else in the country I think we have made a very determined and costly 
effort to try to prove the validity of what you are putting forward; but so far all 
of the evidence goes against this; however we will continue to watch and if 
necessary make another investment. 

Mr. ALLMAND: The supermarkets have told us in recent months there has 
been an increase in the sale of private brands, which means a switch to the 
cheaper products, not with low suds necessarily, but with other types of prod- 
ucts. There has been a rise in the sale of private brands because it appears it is 
a matter of price, that is, from September up till now. 

Mr. Lockwoop: I would think we would say that it is still a very small 
movement and a very small percentage of the mass market which thinks that 
way in this country, and I do not see, and there is no evidence, for example, from 
the United States, where you have the most advanced and sophisticated market, 
that that move is taking place, or in Europe, either, in any marked fashion. 

Mr. ALLMAND: I want now to move to another area. It is surprising that Lux 
went down in price 12 per cent over the period of years we are studying when 
the costs of all kinds have been going up. How do you explain that? 

Mr. Lockwoop: I think here there was an important question of policy 
involved. We felt at the time that we dropped the price of Lux that it had been 
selling at the price of other leading liquids, and we decided to drop the price 
because we felt we could get a greater volume of sale at a lower price. We felt 
that the other products were, in our view, and perhaps wrongly, high priced and 
that here we had a good product that could achieve greater volume at the lower 
price. 


Mr. ALLMAND: And did it? 
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Mr. Lockwoop: Yes, it did, as a matter of fact, not entirely due to price, 
because the situation was complicated, because very shortly after we lowered the 
price we introduced a new element, Dermasil, to keep the hands soft, and it had 
rapid acceptance by the consumer. It is rather unfortunate that one was not able 
to watch the true play of price and volume because it was complicated on 
account of the improvement we made. 


Mr. ALLMAND: But you dropped the price. 
Mr. LocKwoop: Yes. 


Mr. Batrs: I think it is safe to say that the drop in price of fairly sizeable 
proportions on Lux liquid did not increase markedly the sales of the brand, and 
certainly not to the level of expectation that we had had before we dropped the 
price. In other words, when we dropped the price and this reduced our profit 
margin by so many cents a case we obviously had some idea of the additional 
volume we would have to get to make it pay, and we were not anywhere near 
that. Then realizing that, we made the next move which was to improve the 
product substantially, which we did, by incorporating into it an ingredient which 
actually can produce a beneficial effect on women’s hands. 


Mr. ALLMAND: And you kept the same low price? 


Mr. Bates: We kept the same low price momentarily, and then shortly 
after we put the price back up, not to its original price but about half way up. 

Mr. ALLMAND: And what happened? 

Mr. BaTEs: Then our sales started to climb. 

Mr. ALLMAND: But this 12 per cent reduction, is that an averaging down? 

Mr. BATEs: That is the present price relative to the price five years ago. 

Mr. ALLMAND: One final question. Many people wonder why all these 
different brands are necessary. I see in exhibit 6 you have under detergents 
about nine different products. You distinguish between ‘all’ and Omo, but could 
you tell us what really is the difference between Omo, Surf, Sunlight powder, 
Sunshine Rinso, Rinso “Blue Dot,” Breeze and Extra. 

Mr. Lockwoonp: I think I can give an answer to that. There is a difference in 
quality and pricing between Omo and Surf. Surf is a comparatively low-priced, 
inexpensive product. Sunlight Powder is a regional brand which we sell in the 
Maritimes, fairly low in price. Rinso “Blue Dot” was a test operation, a regional 
operation which we sell in western Canada. ‘all’ is a national brand. Dishwater 
‘all’ is for a dish washing machine. Each one has a different quality. 

Mr. ALLMAND: What about Breeze and Omo and Surf, as detergents? 


Mr. Lockwoop: Breeze is at practically the same detergent level, does not 
have the specialty ingredients such as the high fluorescing ingredients that we 
have in Omo, but they are very close. 

Mr. ALLMAND: As a product name really the main difference is in the towel? 

Mr. Lockwoop: That is correct. 


ie Mr. ALLMAND: What is the exact difference in price between Breeze and 
mo? 


Mr. Bates: The regular size Omo retails at 53 cents, in this part of the 
country, and Breeze at 55 cents. } 


. Mr. Scott (Danforth): I understood you to say that towels are very expen- 
Sive. 
Mr. Lockwoop: Less expensive than anybody could buy them, of course, at 
the retail store, and that is the advantage of the product, that it provides a bath 
towel at a price we can get when we buy millions of units. 
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Mr. BATES: As we said, the consumer can get the combination detergent and 
bath towel for a price slightly higher than the price of the detergent alone, and 
she recognizes this value. 


Mr. Scott (Danforth): I bought a box of Breeze this morning and now it is 
almost half empty and it has a towel. I bought Breeze because it was from good 
old Levers. When I got the box out the contents went down. The story we have 
been given by the manufacturers is that these boxes are really filled in the 
beginning, but they settle. If they are filled up in the beginning how do you get 
the box inside? 

Mr. Lockwoop: We have to accommodate. The box is put in first and the 
powder on top of it. 

Mr. BATES: In that one we fill the box upside down. We put the premium in 
first, and the powder right to the bottom, if you like. Normally it will settle a bit. 

Mr. LocKwoop: Yes, it will settle a bit, because the board tends to what we 
call “belly,” and you have to have very expensive board to prevent that, and it 
does not seem worth while. 

Mr. Scott (Danforth): I am still unconvinced. 

The ACTING CHAIRMAN: Senator Carter? 

Senator CARTER: Practically all of my questions have been asked by Mr. 
Allmand. In regard to Exhibit II, Profit after taxes, margarine, do you make a 
loss? What does the “(6.0)” mean? 


Mr. Lockwoop: That is a loss. We are making a loss on our margarine 
business at the moment. 


Senator CARTER: Do you attribute that to the heavy taxation? 

Mr. Lockwoop: We do not attribute the loss to the heavy taxation. Marga- 
rine prices are low. We are spending investment money in developing one of our 
lines and are deliberately taking a loss in the process. 

Senator CARTER: This is temporary? 

Mr. LocKwoop: We hope it is temporary. 


Senator CARTER: It is part of the development of a new product? 


Mr. Lockwoop: Margarine prices are extremely low. The margins of profit 
are extremely low from margarine, as you can see. 


Senator CARTER: Is it due to competition with butter? 


Mr. Lockwoop: It is partly due to the policy of subsidizing butter prices. If 
butter prices were allowed to reach normal level, butter might be selling at 80 to 
90 cents a pound; but butter is subsidized to a level where it makes it extremely 
difficult for us to make a reasonable profit in the margarine industry. We are 
prepared to do this, because we are international manufacturers of margarine 
and we look forward over the years to the ultimate development of a major and 
important industry in Canada. 


Senator CARTER: Which is your most important item, with respect to volume 
of sales? 

Mr. Lockwoop: In the entire business? 

Senator CARTER: Yes. 

Mr. Lockwoonp: Interestingly enough, Breeze is our largest seller and also 
makes the largest profit of any individual product, but it is closely followed by 
‘all’. 

Senator CARTER: On your experiment with the even weights for “Four 


Square’’, comparing that package of “Surf” there with that one on the supermar- 
ket shelf, as far as other brands were concerned, which still had the odd sizes, 
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the consumer, Mrs. Housewife, was no better off. Although yours had even 
numbers, all the others had odd numbers and odd ounces? 


Mr. Lockwoop: She could see the two pounds here. 

Senator CARTER: If everybody else had odd numbers she would still have to 
make a determination in comparison with yours. Your competition was mainly 
between your own products, was it not? 

Mr. Lockwoop: That is quite true. Our other products were packed in this 
way for a very good reason, as we have explained, it is the problem of package 
sizes. 

Senator CARTER: Could Mrs. Housewife make a comparison as to just how 
good a bargain this was? 

Mr. Lockwoop: We told her very clearly on the back of the package and on 
the front, how good it was, and we told her by advertising also. 


Mr. BATES: We spent a good deal of money on advertising this particular 
brand to the consumer and we said to her such things in our advertising. We also 
said, right here on the package, in bold type: 


We guarantee honest weight. Four Square is packed by the pound— 
in one pound, two pound and four pound sizes. No odd weight sizes. Now 
you can easily calculate the extra savings available with each larger size 
package. We guarantee honest price. There are no frills about Four 
Square. 


We also said that by buying Four Square she would be buying a good 
detergent at the lowest possible price, and we advertised this extensively. 


Senator CARTER: But it is only in terms of your own products and not in 
terms of your competitors? 


Mr. BATES: We could not do that. 


Senator CARTER: We are still up against the same trouble. She would be 
looking at the price tag and trying to make a comparison with the price tags on 
competitors’ products, and she would have to make a determination. 


Mr. O’KEEFE: I had a letter the other day complaining, from a storekeeper, 
who suggested that many people compelled him to stock a great variety of these 
special products, by your advertising. One storekeeper showed me a huge stock 
and when I commented he said “I do not sell much, but the man who sells to me 
sells a lot’. You said there are some 25 different kinds. Do you think all these 
kinds are necessary? 


Mr. LocKwoop: We have never been able to put a product on the grocery 
shelf and keep it there unless there is a demand for it. This is particularly true of 
the supermarket. In the old days of the corner grocery store, it was possible for a 
hot salesman to sell a small grocer a load of products. You cannot do that today. 
All the products you see on the shelves of the supermarket today are carefully 
checked by computerized inventory records and so on. We find from time to time 
with various products that they get delisted as sales fall. 


Mr. O’KEEFE: There are still at least 25 to 50 varieties in the supermarket. 


Mr. Lockwoop: That appears to be so and it is quite reasonably supposed to 
be a natural situation of sophisticated and affluent society in which freedom of 
choice is the hallmark of that society. 


Mr. O’KEEFE: I agree completely but it seems to me still a lot of varieties. 


BOS LROROT ANY are these temporary cents off deals? Are some of them perma- 
nent? 


Mr. Lockwoop: Generally speaking, they would run from four to five 
weeks, that is, we cover the trade every four weeks or so, and then the deals 
generally are sufficient to allow us four to five weeks. 
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Mr. O’KEEFE: Can a large supermarket buy as much of that dealer’s product 
as he wishes? 


Mr. Peter G. Townley, General Sales Manager, Lever Brothers Limited: We 
have an allocation of each cents-off offer when we bring it on the market, as Mr. 
Lockwood has said. It is generally enough to supply every customer that we 
contact in the four week cycle, and we feel that with a price off deal we have to 
be able to offer it to every customer, not just the chain stores but down to the 
smallest independent. 


Senator O’Leary (Antigonish-Guysborough): Would the general statement 
be true that the on pack premiums are free to the consumer and the in pack 
premium is paid partially by you? 

Mr. Lockwoop: I think in general that is a fair statement. 


Senator O’Lrary (Antigonish-Guysborough): Which Breeze did you have 
first, the white or the blue? 


Mr. BATES: We started with white. 


Senator O’LEARY (Antigonish-Guysborough): Then approximately how long 
afterwards did you introduce blue? 


Mr. BaTEs: I think the white was introduced in 1952 and the blue Breeze in 
1954 or 1955, about two or three years after the white. 
Senator O’LEARY (Antigonish-Guysborough): You have given us your pro- 


motional costs. Can you tell us approximately what it cost you to promote Blue 
Breeze? 


Mr. BATES: You mean, currently? 


Senator O’LEaRy (Antigonish-Guysborough): No, the time you introduced 
it, as opposed to the white which you carried? 


Mr. BaTEs: I can’t tell you now. We could look back into the records and 
find out. 


Senator O’LEARY (Antigonish-Guysborough): You gave us figures for pro- 
motional costs when you brought out this other weight package of white Breeze. 
It did not sell, but it had no bath towel or tea towel. Yet you spent a lot of money 
bringing out this white one. Is there any reason why you brought it out? Did you 
really want to give the consumer an economic package of Breeze? 


Mr. BATEs: In the first place I hope there has not been a misunderstanding. 
White Breeze had been available to the consumer since 1952 with towel premi- 
ums. We introduced in 1954 a blue version of the same product, with the same 
type of premium. 


Senator O’LEary (Antigonish-Guysborough): But a blue version. 


Mr. BATES: Yes, and they sold side by side in all the stores. However several 
years later, about 1961, we were conscious of a lot of criticism coming from a lot 
of groups such as the CAC. The women there were saying, particularly, that 
“we do not want premiums, we resent having towels in the boxes,” and so on. We 
responded to that and decided we would take the premiums out of one of those 
versions, to prove, and we took it out of the white product. We left the premiums 
in the blue product and we expected that the sales of both those versions of 
Breeze would be maintained. In fact, they were not. The white went down very 
very rapidly. 


Senator O’LEARY (Antigonish-Guysborough): Why did you not put them 
side by side, the one with and the one without? 
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Mr. BATES: We did. They continued to sell side by side. 
Senator O’LEaRY (Antigonish-Guysborough): At the same time? 
Mr. BaTEs: Yes. 


Senator O'LEARY (Antigonish-Guysborough): The blue without and the blue 
with? 
Mr. Bates: No, the blue with and the white without. 


Senator O’LEARY (Antigonish-Guysborough): Why did you not take the 
blue without and the blue with? 


Mr. Bates: I am sorry. You mean why did we not reverse it? 


Senator O’LEARY (Antigonish-Guysborough): Why did you not experiment 
with the same product, the same colour? 


Mr. Locxwoop: I think the reason really was that it would have been very 
complicated, in that we would have a white Breeze without premium, a blue 
Breeze with premium and a blue Breeze without premium. To ask any retailer 
to carry that selection of a single product would be very difficult. 


Senator O’LEARY (Antigonish-Guysborough): I quite agree, I ‘suggest, 
however—it is understandable, and I have no objection, and nobody has—that 
there was a competitive product at that time that was perhaps your main 
competition, that you were trying to meet. It probably suffered the same experi- 
ence as yours. As I say, there was nothing wrong with that. When you introduced 
blue Breeze, your promotional costs must have been considerable, and I believe 
you have been quoting those promotional costs. Then you suddenly decided that 
you were going to give the customer white Breeze— 


Mr. Lockwoop: I think, Senator, what you are really asking is why, if we 
launched white Breeze with a towel in it at great expense, did we eventually 
take the towel out. Is that the question? 


Senator O’LEARY (Antigonish-Guysborough): No. 
Mr. Lockwoop: No? 


Senator O’LEaRY (Antigonish-Guysborough): No. I sold this stuff for years 
and years, and I am not suggesting that there is anything wrong, except that I 
maintain that you did not want to sell the one that did not have the towel. 


Mr. Lockwoop: Senator, we tried very hard and we had every reason to try. 
We needed that business. 


Senator O’LEARY (Antigonish-Guysborough) : Competitively, yes. There was 
a product that was competing in there. This is what I was driving at. 
Mr. Lockwoop: We tried. 


Senator O’Lrary (Antigonish-Guysborough): Sure you tried, and for a good 
reason. 


Senator CARTER: When you took the towel out, was there a reduction in 
price? 


Mr. BATES: Yes, Senator. 
Senator CARTER: A significant reduction in price? 


Mr. Batges: There was an increase in weight and there was a reduction in 
price. 


Mrs. MacInnis: I am not prepared to accept the picture of women’s minds 
that is emerging out of this discussion. Is it not a fact that women have been 
conditioned for a long time by TV and other powerful forms of advertising to 
expect to get something for nothing, such, as these in-packs and on-packs and so 
on. Is it not logical to believe that when you took the premium out, therefore, 
they thought they would be getting less value. Is that not the explanation? 


CONSUMER CREDIT 1773 


Mr. Lockwoop: We know today that they honestly wanted the premium in 
the package, Mrs. MacInnis. That is why they bought the product in the first 
place. When we took the premium out of the package, we removed the very 
incentive that was in the product and they were no longer interested in it. These 
are the facts. 


Mrs. MAcINNIs: Could it not have been because they were conditioned by 
advertising to believe that they could get something for nothing? 


Mr. Lockwoop: I do not think our Canadian housewives believe that for a 
moment. They are very shrewd buyers. At least the women that I have met do 
not seem to me to be expecting to get something for nothing. 

Mrs. MacInnis: Mr. Lockwood, women are told that they get bonuses or 
premiums for nothing. I am suggesting that your failure in this matter was not 
unconnected with the fact that they had been led so long to believe they could 
get these things for nothing that, when you withdrew the premiums, they 
believed that they were getting something less valuable. 


Mr. Lockwoonp: That was certainly not the reaction we got in this situation. 
I could not subscribe to that. I would like to repeat the reason why—and this is 
not just our opinion; it is our experience—they did not continue buying the 
product without the premium. The reason was that they wanted the premium in 
the first place and when it was removed they went back to buying the other 
product which had the premium in it. 


Mrs. MAcINNIS: Why do they not buy a towel separately? 


Mr. Lockwoop: Because they are getting an extremely good value when 
they buy this product. We would not, as I say, have sold 170 million odd towels 
in the last few years across this country, if women did not believe that they were 
getting an excellent bargain. We can prove that at any time and will be delighted 
to do so. 


The ACTING CHAIRMAN: I believe our counsel has a few questions to put to 
the witnesses. 


Mr. Joya: I will be as brief as I can. This is just to supplement some 
information already provided in your brief and appendices. Would you be good 
enough to provide to the committee your auditors’ statements for the period 1960 
to your last fiscal period. 


Mr. Lockwoop: We will be pleased to do that, yes. 


Mr. JOYAL: Will you give us the balance sheets as well as the profit and loss 
sheets? 


Mr. Lockwoop: Certainly. 


Mr. Joyau: On Exhibit 2 you have provided us with a cost breakdown of 
your commodities. However, to be able to offer the committee a better basis for 
comparison—and this is also consistent with the information we are receiving or 
have received from your competitors—generally, would you read question No. 9 
in the suggested topics for discussion and, where it says to select 10 major com- 
modities, in each case detail the appropriate manufacturing and sales costs and 
50 on. Now, on your exhibit 9 there is a very useful list of nine different 
commodities or brand names giving the prices over the last 18 months. Perhaps, 
just to understand what we are looking for, you could use these various goods or 
commodities mentioned here and give us the percentage breakdown as to manu- 
facturing costs, promotion, and so on. 


Mr. Lockwoop: We would be pleased to do that. 


Mr. JoYAL: Would you also provide us with the dollar sales for each of these 
items. 


Mr. Lockwoop: Yes. 
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Mr. Athol P. McDiarmid, Financial Director, Lever Brothers Limited: In 
other words, you want the same breakdown we have but with dollar sales. 


Mr. Joyau: Now, respecting advertising, it has been alluded to in previous 
meetings of this committee that the cost of advertising is always of some con- 
cern to the consumer. In Exhibit No. 3 you have a breakdown of what your 
main commodities are, your liquid detergents and powdered detergents and 
your soaps. In view of the multiplicity of trade names under which, for ex- 
ample, liquid detergents are marketed, and assuming, of course, that you have 
separate and distinct promotion and advertising programs for each of these 
categories in each commodity, has any thought been given to reducing the cost 
of advertising or promotion by grouping your institutional advertising under 
three or four headings instead of under 15 or 20? 


Mr. Lockwoop: Of course, this is an old debate in the field of advertising 
and marketing. Our business has been built on marketing brands which stand on 
their own feet, with each brand providing a specific promise to the consumer. In 
order to insure that the consumer receives the message in its entirety, we find it 
essential to advertise the brand. We do not advertise Lever Brothers products. 
We advertise Lux liquid, Lux toilet soap, Breeze and so on. These are the 
products. This is how we sell them. This is a proven and successful method. 

Mr. JoYyAL: But you do not think that you could reduce the cost of advertis- 
ing if, for example, you used Lever Brothers as a heading and then included 
under it Lux and the other hand soaps and so on? 

Mr. Lockwoop: It might reduce the cost of advertising. It would definitely 
reduce the effectiveness. 

Mr. JOYAL: It would? Has it been tried at all? 

Mr. Lockwoop: It has. 

Mr. JOYAL: In any of your international operations? 

Mr. Lockwoop: It has not been tried in the detergent industry. It has, of 
course, been tried in other categories of products, but not in the detergent 
industry as such. 

Mr. BaTtEs: In a sense, Mr. Joyal, we already do this. I think it is safe to say 
that there is some reduction in the total expenditure on advertising for such 
products as those bearing the name “Lux”. Now, here is a case where we have 
used that brand name for a toilet soap, a liquid detergent and a powder. Now, 
undoubtedly we spend somewhat less. I do not think it is a great amount of 
money, but we spend somewhat less on all three of those brands together 
compared to what we would spend if they were totally different brand names. 

Mr. JoyaAL: You capitalize on Lux and use it for different products. 

Mr. Lockwoop: Yes, that is true, but that is as far as we would want to go. 

Mr. JOYAL: You are a wholly-owned subsidiary, are you not? 


Mr. Lockwoop: We are a wholly-owned subsidiary of Unilever Limited in 
London. 


Mr. JoYAL: Have you any subsidiary companies of your own here 
in Canada? 


Mr. Lockwoop: Yes, we do have some. 
Mr. JOYAL: Could you name them for us? 


Mr. Lockwoop: We have the Newfoundland Margarine Co. Limited. It 
manufactures and sells margarine in the Province of Newfoundland. We own the 
Hart Chemical Company of Guelph, which manufactures a wide range of chemi- 
cal specialties in the textile, paper, leather and other industries. This company 
also has a 50 per cent interest in Argus Chemical of Canada Limited. It sells 
plasticizers and stabilizers to the plastics industry. We have Woodbridge 
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Moulded Products Limited of Toronto, manufacturers of a range of injection 
moulded plastic products. We have Myriad Detergents Inc., of Quebec, manufac- 
turers of the liquid detergent Mir. And Hygrade Food Products Inc., of Montreal, 
meat processors in the sausage and luncheon meat field. These last two sub- 
sidiaries we acquired this year. 


Mr. JOYAL: Are their operations reflected in Exhibit 1? 


Mr. Lockwoop: No, they are not. I also should have mentioned the Success 
Wax Limited. 


Mr. JOYAL: Oh! you own that too, do you? 
Mr. Lockwoop: Yes. 

Mr. JOYAL: When did you take that over? 
Mr. Lockwoop: Several years ago. 


Mr. Joyau: The operations of any of the subsidiary companies you men- 
tioned are not reflected in Exhibit 1? 


Mr. Lockwoop: No, they are not reflected in Exhibit 1. 


Mr. Joya: Would they be reflected in your audited statements you are 
going to provide to the committee? 


Mr. LocKwoop: Yes, they will be. 
Mr. JOYAL: Consolidated? 


Mr. Lockwoop: Yes. 


Mr. JOYAL: Do these subsidiary companies provide base or other materials 
for your own production facilities? 


Mr. Lockwoop: Yes, to some degree. Hart Chemicals does. We provide 
material for the Newfoundland Margarine Co. 


Mr. Joyau: And, obviously, a company like Success Wax would have its own 
distribution outlets, and so on? 


Mr. Lockwoop: Our Lever sales force handles the Success line of products. 


Mr. JoOYAL: Have you any arrangements with your parent company with 
respect to payments to them for any services rendered by the U.K. company? 


Mr. Lockwoop: We have a nominal $25,000 a year fee which we pay to 
London. 


Mr. JOYAL: Is that all? 
Mr. Lockwoop: That is all. 
Mr. JOYAL: Are there any other services you have to pay for? 


Mr. Lockwoop: We pay $160,000 a year, roughly $160,000 a year—it varies 
from year to year—for services rendered by the laboratories of our associated 
company in New York. 


Mr. JOYAL: This is paid to the American subsidiary? 


Mr. Lockwoop: This is paid to the American company for specific services 
rendered in their laboratory. 


Mr. JoYAu: Is there a formula for that particular payment? 

Mr. Lockwoop: Yes, it is handled on the basis of invoiced time charges. 
Mr. JOYAL: It is not on a percentage basis of sales? 

Mr. Lockwoop: No, it isnot ona percentage basis of sales. 


Mr. Joyau: Have these payments you have made over the past five years to 
either the United Kingdom or your associated company in the United States been 
concurrently allowed by the National Revenue people as an expense? 


Mr. Lockwoop: Yes. 
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Mr. Joya: Are there any royalties you pay to the United Kingdom com- 
pany? 

Mr. Lockwoop: No. 

Mr. Joya: Any to your associated companies anywhere else? 

Mr. Locxwoop: Not that I am aware of. No, not now. I think the answer is 
“No”, However, I will check that. It is just possible there might be in this 
complex, but I do not think so. 

Mr. JoyAL: Would you also provide us with a breakdown of what payments 
have been made to your parent or your associates over the past five years? 

Mr. LocKwoop: Yes. 

Mr. Joya: This will probably be disclosed in your audited statement. Have 
there been any dividends paid by you to your parent company over the past five 
years? 

Mr. Lockwoop: Yes, there have. 

Mr. Joyau: Do you know the amounts? 

Mr. Locxwoop: I have not got the amounts with me. We will file those for 
you. They will show in the audited statements. 


The AcTING CHAIRMAN: What about your undistributed profits? 

Mr. Jovat: Your undistributed profits will be declining from year to year. 

Mr. Lockwoop: No, we have not paid any dividends in the last two years. 

Mr. JoyaL: Do you know the cumulative total over the past five years of 
dividends you have paid to the U.K.? 

Mr. Locxwoop: I do not think we have the figure here, but we will provide 
it for you. 

Mr. Joyau: As of your current statement—I am sure you must have a 
current statement with you. 


Mr. Lockwoop: Of the consolidated group? 

Mr. Joya: No, of the Canadian group. When does your fiscal year end? 

Mr. Lockwoop: December 31. We are just coming up to it now. 

Mr. Joya: Have you your statement up to December 31, 1965? 

Mr. Locxwoop: No, that is what we will send along to you. 

Mr. Joyat: Do you remember what you have in there of undistributed 


Mr. McDiarmiup: Around $12 million on a consolidated basis. 

Mr. Joya: This would include the subsidiary companies? 

Mr. McDIARMID: Yes. 

Mr. Lockwoop: Yes, it is consolidated. 

Mr. Joyat: I suppose we will have to wait to get your audited statements to 
get what has been the total of Lever Brothers, including your Canadian sub- 
sidiaries? 

Mr. Lockwoop: We published that figure last year, as you know. 


Mr. Joya: Yes, but we have not been able to trace them back over the six 
years. 


Mr. Lockwoop: We will do that for you. 
Mr. JOYAL: I might have just one more question— 


The ACTING CHAIRMAN: While you are considering that, all the undivided 
profits you have in your Canadian company, are they invested in Canadian 
securities, or what do you do with them? 


Mr. LocKwoop: They are invested in the business, generally speaking. 
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The AcTING CHAIRMAN: But you must have some profits that are in liquid 
cash form? 


Mr. Lockwoop: We have an investment ina company in Newfoundland. 


The AcTING CHAIRMAN: But what I am getting at is that you must have some 
cash reserves in your company? 


Mr. McDiarmoip: No, we have a $2 million overdraft at the present time. 
The ACTING CHAIRMAN: Your company is in the same position as mine! 
Mr. JOYAL: This other question has already been asked, thank you. 


Mr. SALTSMAN: Mr. Lockwood, as you have noticed, we have been trying 
to get at the role of advertising as it affects the consumer. It has been a very 
difficult proposition. I think it is an important thing to try and get the answer to 
this problem, since a large percentage of your costs, not only of your company 
but of any other company, are incurred through advertising. The question is: 
What happens if these advertising costs are reduced? How is the consumer 
affected by this sort of thing? If, for argument’s sake, in your particular industry 
all advertising were just cut off completely—in other words, there was just no 
advertising at all in your industry—which way would the consumer suffer a 
disadvantage? 


Mr. Lockwoop: I think one can sum this up very rapidly. Advertising is a 
vital method of passing information, and as soon as you remove advertising as a 
method of communication the consumer would not know anything about im- 
provements .or new products. For a period of six or nine months you probably 
would not notice very much difference, but after that the market would become 
static. We, as manufacturers, would not be able to make the investment in 
research and development to produce new products, and the consumer, there- 
fore, would not benefit from the trends of modern research and scientific ad- 
vance, and you would reach the sort of situation which happened during the 
war, as I said earlier. 


Mr. SALTSMAN: The situation in the war I really do not see is analogous 
because there were other problems involved there. 

We all have faith in the consumer; we have all said the consumer is very 
discerning and very intelligent, and is able to see and find values. 

Let us create a model where this advertising has not been conducted. You go 
past the six-month period to where there is no consideration of overflow effect, 
and you put the products we now have on the grocers’ shelves, and on your 
boxes you list the qualities of your product and the way your product is going to 
help the housewife do the dishwashing or various other chores. Are you saying, 
in effect, the consumer could not then make a valid judgment in her own 
interest? 


Mr. Lockwoop: If she could take the time and have the energy to study 20 
or 30 different packages and read in detail the advantages on each of these, she 
might, I suppose, be able to find out which appeals to her the most. But just 
imagine the problem for the housewife when she is shopping, going into a store 
and there is a mass of products, and she does not know anything about any of 
them, and she has to walk down shelf after shelf, not just for detergents but for 
everything that goes into her basket. She has got to make that kind of a study, 
and I think this is demanding more than human nature can stand. 


Mr. SALTSMAN: Is she not really making the same kind of study when she 
watches a television program or reads a magazine in which your company 
advertises each one of its products. Do you not make a similar demand on her 
time in asking her to examine all the arguments you are making? Is not her time 
really being occupied more significantly by the kind of study we are talking 
about than it is under the present system? After all, she still has to choose, and 
She still has to agree to purchase. 
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Mr. Locxwoop: I think the answer to that one, Mr. Saltsman, is that with 
television, newspapers and magazines we are able to present the benefits of the 
different products in an easily recognizable way for the housewife, with an 
appeal and a promise to her. We do this work for her. She does not have to do it 
herself. We tell her, and try to persuade her that these are the products she 
should buy, and we give reasons. This is a different thing from having to make 
that careful kind of examination, box by box, in the store. 

Mr. SaLtsman: One of the questions is this: Will the consumer be a little 
better off, perhaps, in not being persuaded as effectively as she is now, and 
entertained in the process, from what she was when she was in the position of 
making her own evaluation of these products? She does not have to do this every 
time she goes into a supermarket. I would point out that the consumer does this 
already with respect to such articles as shoes and gloves and other things. She 
makes what might be called a shopping choice. Why should she not make that 
kind of a shopping choice in respect of an item such as soap? 

Mr. Lockwoop: Because when you are buying gloves you can pick them up, 
try them on, and see if you like them. You cannot do that with products in the 
supermarket. You have to be told by advertising promotion what they will do. 
This must be brought to the attention of the housewife succinctly and easily. It is 
done in a very expert way, and she does not have to go through this job of 
evaluating. 

Mr. SaLTSMAN: How does the housewife discern which is the better product 
by watching the commercials on television or reading the advertisements in a 
magazine of three different soap companies? After all, they all make the claim 
that their product does the best washing job. They all make the claim that they 
are going to give her a cleaner and brighter wash. They all make these claims, 
although perhaps not in exactly the same words. I have not seen any soap 
company say: “Our product is second best to that of Lever Brothers Limited”’. I 
know that this is done in the car rental field, but it is certainly not done in the 
soap business. How does the soap business know which is best? 

Mr. LocKwoop: We tell her that we think our products are the best, and that 
they will give her the cleanest and whitest wash. We say to her: “Mrs. Con- 
sumer, buy a package of Omo and take it home, and you will find that it does, in 
fact, give the brightest wash”. 

Mr. SaLTsMAN: So, in the final analysis the consumer has to experiment 
before she can accept your evaluation of it. 

Mr. LocKwoop: Inevitably, because this is a personal choice. 

Mr. SALTSMAN: Why can she not do that without the benefit of advertising? 

Mr. Lockwoop: Because she would not know what the advantages of that 
product were unless we advertised them to her. 

Mr. SALTSMAN: This is very significant. Unless you told her what those 
advantages were she would not know about them. In other words, she would not 
know whether she was getting a clean wash unless she was pre-sold that it was a 
clean wash. 

Mr. LocKwoop: Just imagine your wife on a Friday— 

Mr. SALTSMAN: But my wiefe is a very intelligent woman. I am sure she 
could make an intelligent decision. Seeing all of this mass of packages would not 
throw her off. I think she would work it out in an organized fashion. 


_ Mr. LocKwoop: Maybe she would like to, but I do not think we could ask 
millions of housewives across Canada to make that kind of elaborate study every 
week. 


Mr. SALTSMAN: Do you feel that the reason you advertise is because the 
housewives ask you to advertise, or because you feel you are compelled to 
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advertise in order to sell your product? This is one of the things we have got to 
get at. Who initiates this decision to advertise? 


Mr. Lockwoop: Of course, we do. Our job in business is to use the capital 
provided by our shareholders to manufacture the product which we have the 
expertise to manufacture, and to get the product to the consumer we must get 
the consumer to use it by the methods of communication. As I have explained so 
often in the past, advertising has exactly the same role that was played by the 
man selling oranges in the market place in Rome two thousand years ago. He 
simply shouted out that he had the most beautiful oranges that morning. All we 
do in the market place is what that individual seller did in the past, although we 
do it much more cheaply using the methods of communication that we have. 


Mr. SALTSMAN: That has changed somewhat. We have self service stores 
today where theoretically goods are put on the shelf and the consumer is free to 
make her choice. Is not this the principle of self service—the giving to the 
consumer of the opportunity of going through and making her own decision? 


Mr. LocKwoop: Surely she can make her decision, but how do you get the 
products on the shelf in the first place? Is the retailer going to take an unadver- 
tised product? I can assure you that if you go to any chain store operator today 
and say: “I have a beautiful box of detergent, Mr. Chainstore Operator, and I 
want you to put it on your shelves’’, he will say: ‘“‘What are you doing about it?” 
If you say. “I do not like advertising because it is an additional cost’’, he will say: 
“Thank you very much, would you like to take it away?” 


Mr. SALTSMAN: I think, when we are talking about advertising, we can 
accept the fact that no one individual or no one group can make a decision 
regarding whether they are going to advertise or not. This becomes the structure 
of industry. But, we are talking about an industry, and we are trying to get—the 
reason why I am pursuing this line of argument is because it is important for us 
to understand the role advertising plays. So, I hope you will view the questions I 
am asking in that light. 


Mr. LocKwoop: Yes. 


Mr. SALTSMAN: You are a great advertiser. You know about human motiva- 
tions. What we are trying to get at is the role that advertising plays. The kind of 
thing you suggest about retailers not taking on soap is not quite the fact, because 
soap would still be soap whether it was advertised or not. I suppose people buy 
soap because they want to wash clothes, and not because the soap is advertised. 


Mr. Lockwoop: May I give you a facinating example. My colleague, Mr. 
Bates, knows it very well because he was there. It was interesting to study the 
detergent sales system in the Moscow chain stores. In Moscow up until quite 
recently there was no advertising, and the State provided Grade A and Grade B 
detergents. You could buy either Grade A or Grade B. It is intriguing to see that 
today the consumer is tired of Grade A and Grade B, and advertising people are 
now going to Moscow to teach the Russians how to advertise. They are setting up 
government advertising agencies, because the housewife under those circum- 
stances, has found it intolerable in having her freedom of choice dictated by the 
state. 

Mr. SALTSMAN: We are not drawing a very exact parallel because here there 
is far more than just Grade A and Grade B. 

Mr. Bates: May I try to answer your question, Mr. Saltsman? I think what 
you are suggesting to the detergent industry, which is dedicated to the develop- 
ment of products to satisfy consumer needs, having developed under a different 
set of economic and social conditions to its present point, is: “Enough, let us stop 
there. Let us not have any more. Let us not have any more development. We 
have enough brands. Stop advertising in the whole industry, and leave things 
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just as they are. There is enough choice”. That, I suggest, would be the ultimate 
result of what you are suggesting. 


Mr. SALTSMAN: Yes. 


Mr. BATEs: If I may continue for a moment I will say—and I speak only for 
Lever Brothers Limited of Canada; I cannot speak for Unilever around the 
world, but I feel this would be the result—that should we be deprived of the 
ability or the freedom to market our products with advertising and to develop 
legitimate sales promotion techniques, I am quite certain that we would stop 
spending all the money that we do on research laboratories around the world, 
and on development laboratories, because we would see absolutely no point in 
going on trying to develop increasingly better products for the housewife. That 
would be the result if we were deprived of the only techniques that are available 
to us for getting our products distributed and into the hands of the consumer. It 
is as Simple as that. 


Mr. ALLMAND: Do you not think that your sales promotion might take 
another form. Perhaps it might be more expensive. A witness this morning said 
that if advertising were cut out sales promotion would come in in some other 
way. Perhaps there would be door to door selling or— 


Mr. JOYAL: Post cards. 
Mr. SALTSMAN: Yes. 
Mr. Bates: I think Mr. Saltsman meant advertising generically—all forms. 


Mr. SALTSMAN: If you cut out advertising would you not find other ways of 
promoting your product? 


Mr. BATES: Unequivocally we would, and those ways would be more expen- 
sive. They would include going from door to door—and that we have done in the 
past. 

The Acting CHAIRMAN: I would point out, Mr. Saltsman, that it is now a 
quarter to six, and we have had a long afternoon. Perhaps you could bring your 
questioning to an end soon. 


Mr. SALTSMAN: I think all of us accept the necessity for innovation and 
the necessity for exploring new products. None of us wants to see any diminution 
of that, and I think it is quite helpful to the housewife. Also, I think we all want 
to see very lively competition between different producers. However, the ques- 
tion is, is there a more effective way of doing it, can it be done with less 
advertising expenditures. In Great Britain of course there have been some 
investigations into this field, particularly the soap industry, claiming that some 
of this advertising has gone too far, and they are urging a cut back on advertis- 
ing expenditures across the board. We are not talking about blacks and whites, 
but it is a question of degree, whether this whole process of your competing 
ferociously with other companies, one against the other, is perhaps not working 
completely to the consumer’s benefit, that you may all be spending far too much 
money unnecessarily. 


Mr. BATES: I do not agree with that observation, Mr. Saltsman. I think it is 
precisely in those parts of the world where advertising is used in this way that 
the consumer has unquestionably benefited from having a wide choice of better 
products, more sophisticated products, more advanced products, than in the 
other countries where advertising is restricted or hampered or used to a much 
lesser extent. 


Mr. SALTSMAN: I have a short final question. If advertising allowances, as 
has been suggested in Great Britain, were reduced by a certain percentage—for 
the sake of argument let us say 20 per cent, although I understand it was 40 per 
cent—which way would the consumer suffer? 
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Mr. Lockwoop: I think the answer to that is what Mr. Bates has just said, 
and what we are all saying, that a reduction of advertising to a point where we 
could not reach economically the consumer would tend to stabilize the market 
and deny the kind of development and investment we make in new product 
innovations. I believe it would have this inevitable effect. The money we spend 
today is very carefully watched, it is in our interest. In an attempt to make a 
profit we keep our advertising to the absolute minimum. We are in business 
to make a profit, and I can assure you that every nickel is counted, as we have 
stated in our brief. 


The ACTING CHAIRMAN: Mr. Scott. 


Mr. Scott (Danforth): Did I understand you to say that you distributed 170 
million towels? 


Mr. Lockwoop: Yes, over some 15 years. 
Mr. BATES: Give or take a million. 


Mr. Scott (Danforth): What’s a million. So that is the equivalent of eight 
towels for every man, woman and child in Canada. 


Mr. Lockwoop: Over a period of 15 years. 
Mr. Bates: And don’t ask me what they do with them. 


Mr. Scott (Danforth): Either they do not last long, or the bathrooms are 
over stocked with them. There is one question I would like to ask because of the 
requests we have had from a large number of women. It deals with your soap. 
Take Dove, for example. You sell two bars of Dove white for 55 cents, and sell 
two bars of Dove bath size for 65 cents. The complaint we have received is that 
there is absolutely no marking whatever on the box to indicate to the 
housewives—I presume it is the same soap—or nothing to help her judge 
whether one is a better buy than the other. I have received this complaint on 
numerous occasions, and we raised it the other day, and I believe the reply we 
got was that there is no way to mark a soap box so that the housewife can have 
any meaningful basis of comparison. The same applies to Lux soap. I just 
wondered if there is no way you can consider marking these boxes so that some 
comparable reasoning can go on in the mind of the buyer. 


Mr. Lockwoop: I think you heard the remarks of the witnesses this morning 
on this subject. I think our attitude would be this, that if the consumer really 
would find it helpful to have these weights marked on the toilet soap boxes, 
although we see that there are disadvantages in the shrinkage and the change in 
weight, nevertheless, if it would be helpful to say on the packet “Five ounces as: 
packed’’, we would have no objection to doing it. It is not done in other countries 
because of the reasons given, that there is this very considerable loss of weight. 
However, if we felt this would be of real help to a housewife, then Lever 
Brothers for one would have no objection to doing so. 

Mr. Scott (Danforth): Well, that is as fair an attitude as anybody could 
give. . 

The ACTING CHAIRMAN: I hear a motion to adjourn. Before leaving, I wish to 
thank the witness, Mr. Lockwood and his associates for the brief they have 
presented to us, and for the helpful answers they have given us. 

The committee adjourned. 
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EXHIBIT I 


LEVER BROTHERS LIMITED 


COMPARATIVE STATEMENTS OF SALES AND HARNINGS AT DECEMBER 31, FOR 
THE Six YEAR PeRiopD 1960 THROUGH 1965 


($000’s) 
1960 1961 1962 1963 1964 1965 
$ $ $ $ $ $ 
CROSS SARE SC gs a ee ios sea eee ire anilauanes 54, 674 56,403 54,179 52,695 Spiny as 56, 040 
Less— 
Outward freight and warehousing........ 2,923 3,059 3,059 3,130 2,739 2,842 
Redieralesales taxess van) oe ene eer ere 4,567 4,514 4,240 4,205 4,118 4,455 
GCashydiscounts ee. coc Pee oie ee Soe 424 436 408 405 404 424 
*Trade and other allowances.............. 3,692 3,653 3,425 Be Oe: 2,944 3,229 
11,606 11,662 11,4132 10, 965 10, 205 10, 950 
INetiaAles Pie. See Stas ORL ck 43,068 44,741 43,047 41,730 41,366 45,090 
Less— 
Cost of sales: 
Panchased materials: -- oo cect, «ive, cues 18,171 19,995 18,999 18,489 18,531 20,416 
Packaging imaterials, 3.0... 2 Shih I: 4,409 4,357 4,045 3,695 3, £98 3,836 
Plant ip boutier 4). 3 see. ats. ees 1,833 1,925 1,981 1,925 1,813 1,802 
Paar Ur Gh Gtr a6 Ata My eine aie cue eis 2,848 3,105 3, 060 3,146 3,069 3, 004 
27,261 29, 382 28, 805 21,200 27,011 29,058 
Croce DrOloy st ucmiae at Cae eae s 15, 807 15,359 14,962 14,475 14,355 16,032 


OprERATING E:XPENSES: 


Marketinnidecut St a? Si ite ts ee 3,148 3,386 3,380 3,040 3,607 3,827 > 
AC Vertisings. onc 22 Sas: ose see ae 5,093 5, 092 4,104 3,312 3, 608 4,275 
Sales Promigtwony 08.6 ot ck: Ale auees en 1,075 110 1,545 1,754 1,288 1,396 
Administration rig oct, tyre 3,035 3,020 3,419 3,428 3, 262 3,515 


12,351 12,608 12,448 11,854 11,765 13,018 


PROS Wh Ue oc. ah oe dormer ecko 3,456 2; (ok 2,514 2,621 2,590 3,019 
Other income or (expense)..........¢0s..06- 137 208 id 63 43 (295) 

Protre betore taxes. ..-0 2. see. 3,593 2,959 yaya 2,684 2. 0a0 2,724 
income tareahe. Acraveiatl - fos an £907 to, A600; lod 806is } 15445 uy 135i 

Profit aftermMaxesin,.. 4 age are 1, 686 1, 353 1,219 F289 PORE 278 1,306 
Uo SAROSE DALES Lanne Cotte ce ae a meee ee a 1% 2.4% 2.3% 2.4% 2.5% io 2.3% 


* . . “y1° . . . * < ! 124 
This caption covers billing credits or reductions in connection with co-operative advertising and mer- 
chandising allowances and ‘‘cents off’’ offers. 
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EXHIBIT II 
LEVER BROTHERS LIMITED 


Cost BREAKDOWN OF PRINCIPAL CommopitTy Grovurs YEAR 1966 


Detergent Liquid 
Powders Detergents Bar Soaps Margarine 


% % % % 
BeOS 5 AUIS SO ote 0 ch cee ita PhP tata ois me pele os 100.0 100.0 100.0 100.0 
Outward freight and warehousing.................. 6.4 5.4 320 5.6 
Beeern! sales taxes... 4) Ria: «oe. os. Mel Bek... 8.9 8.8 9.0 8.8 
(Cagh @iscouns 3). meet te... Ske ee | ol 8 Pi 8 8 
“Trode'and other allowantes.....o.....S Jiu. ees 6.1 10.5 ous 8.5 
OS a ee) Sey a oe | eo ee ee 77.8 74.6 80.9 76.3 
Purchased materials... tase tl. -. Meas 0 ek co 34.3 20.0 20 RC. 40.9 
Packaving materials...) Wee 4. Ms ol B Pm os. ny oak 736 15.0 5.2 Sek 
Poke G Sat OUT tes le ed eo ee ee BORN hal fie 2.9 2418 Sy tis 6.4 
Bre CCOI ade lt ie ge Se el bo eee eee ee DS 3.9 7.5 8.2 
ESRC Ai ss 2 iss SO, . Bend a . ee. 7.8 OnE: 8.0 8.3 
PVE CUE SED fo icc 4.55 « eee PO, A ee A i 7.8 T7e4 11.4 6.4 
Beles PPORIOGIOMS = ¥ 55... Beenie: Mleox Mates a: 2.3 4.5 2a 3:6 
PML ISE EA GION 3 0h eect 4 olg bed 55,4 Were doo ale vio ee EE 645 6.8 e2 6.0 
Ler Grponse.es< ~~. \ AR a ee... 10 1.0 1.0 1.0 
Income Taxes... .. . 5 Ae ae ee ees 1.4 (5) 6.4 (6.6) 
OE RSP se ceustoivan & cascu 122 3) 5.9 (6.0) 


a 


*This caption covers billing credits or reductions in connection with co-operative advertising and 
merchandising allowances and ‘cents off’ offers. 
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EXHIBIT III 


LEVER BROTHERS LIMITED 


ADVERTISING AND CO-OPERATIVE ADVERTISING EXPENSES— 
1960 through 1965 


($000’s) 
% of Co-operative % of 
Advertising Gross Sales Advertising Gross Sales 
LOG Ure Freee $5,093 9.3 $698 13 
TOG Teen es hee eee: 5,092 9.0 Loe j Wes 
OGRE i. UR ks 4,104 10 689 res 
POG re cic Woe eto Dole 6.3 688 Leo 
TONY le ee a eee 3,608 (Ea) 611 j ep’ 
LoG5ae ee 4,275 76 599 jo 
EXHIBIT IV 
LEVER BROTHERS LIMITED 
COST PER OUNCE COMPARISON BY PRODUCT SIZES 
Ontario Rep. 
Chain Store 
Brand Size Retail Price Per Ounce 
OZ. $ ¢ 
CO 5h Dee amar eS ee ey ae 20 a 2.65 
42 1:05 2.50 
80 1.85 21 
These price relationships clearly show the considerable saving 
available to the housewife when she purchases larger sizes. 
A home that uses 40 oz. of Omo per week for laundry, can 
save $7.07 per year by buying the 80 oz. size rather than the 
20 OZ, "Size, 
EXHIBIT V 
LEVER BROTHERS LIMITED " 
PACKAGING MATERIAL COSTS—1960 through 1965 | 
($000’s) 
Annual % of 
Cost Gross Sales 
PND fo iis bine dig RE ea ee ee ee $4,409 8.1 
A] ) eT eee eRe Re ae ee 4,357 Tel 
OG2 i yo se dd yoee eee eee 4,045 Tio 
TRUG "pais ce ae pale oe eee 3,695 7.0 
HUGS: “viv atites date So eee eee eee 3,598 1.0 
LOGO. UiN.6 boise os doe ee pee ee 3,836 6.9 
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EXHIBIT VI 


LEVER BROTHERS LIMITED 


Propuct List 
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Product Name 


Pack 


Net 
Weight 


per 


Soaps and Synthetic Detergents 


Sunlight Powder......... 


Sunshine Rinso.......... 


Breeze (with in-pack 
premiums) 


Extra (with in-pack 
premiums) 


Dishwasher ‘all’......... 


Reg. 24 
Giant 12 
King 8 


Reg. 24 
Giant 12 
King 8 

10 


Reg. 24 
Giant 12 
King 8 


Reg. 14 
Giant 12 
King 8 


Reg. 24 
Giant 12 
King 8 


Reg. 24 
Giant 12 
King 8 


Reg. 24 
Giant 12 
King 6 


Soap Powders 


winso Powders... swes. 


MoE OWAE OP eee sa-sciee eee 


Reg. 24 
Giant 12 


Reg. 24 
Giant 12 


1 lb. 


2 lbs. 


Unit 


4 oz. 
10 oz. 


5 lbs. 


rib: 


2 lbs. 


4 oz. 
10 oz. 


5 lbs. 
4 Ibs. 


1 |b. 


2 lbs. 


4 oz. 
10 oz. 


5 lbs. 


1 lb. 


2 Ibs. 


4 OZ. 
10 oz. 


5 lbs. 


1.lb, 


2 Ibs. 
5 lbs. 


1 |b. 


3 lbs: 


Dib. 


3 lbs. 


1 lb. 


4 lbs. 
9 lbs. 


5 OZ. 
12 oz. 
3s OZ. 


15 oz. 
143 oz. 
3 OZ. 


15 oz. 
143 oz. 
3 OZ. 


9Joz. 
11 oz. 
6 OZ. 


20 lbs. 


ilisc 


1 1b 


2 lbs: 


1 1b. 


4 OZ. 


4 oz. 
9 oz. 


2 lbs. 


Product Name Pack 


Dishwashing Liquids 


Pare Tat ae Reg. 24 
Giant 12 
King 12 


Reg. 
Giant 
King 


Reg. 
Giant 
King 
Reg. 
Giant 
King 


Reg. 


24 
12 
12 


24 
12 
12 


24 
12 
12 


24 


Swan Liquid....... 


Sunlight Liquid.... 


Dove Liquid....... 


Verve Liquid....... 


Heavy Duty Liquid 


Wisk hiquids:: 27 Reg. 24 
Giant 12 
Kang == 6 
Cleaners 
Big Jim‘‘D’’ Liquid Reg. 24 
Giant 12 
Bar Soaps 
Sunlight Twin Bar.. 50 
Lux Beauty Soap... Reg. 72 
Bath 48 
THLEDUOY 5.8 |. eels ste Reg. 72 
Bath 50 
PTOIEO Ine cc eo ene Reg. 72 
Bath 48 
Dove Beauty Bar... Reg. 72 
Bath 50 


Net 
Weight 
per Unit 


12 o2. 
24 oz. 
32 OZ. 


12°07; 
24 oz. 
32 OZ. 


12 oz. 
24 OZ. 
32 OZ. 


12 oz. 
24 OZ. 
32 OZ. 


12 oz. 


16 oz. 
382 OZ. 
64 oz. 


16 oz. 
32 OZ. 


7.50 oz. 
00 OZ. 
.30 OZ. 


.50 oz. 
.00 oz. 


.50 oz. 
.00 oz. 


hier 
.00 oz. 
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EXHIBIT VII 


COMPETITOR’S DATE SEEN BRAND 
ACTIVITIES REPORT 

AS REPORTED BY FIELD SALES 

FORM 714 (R4) 


CITY NFL 


DESCRIPTION DEAL 
VALUE 


(Factory 
Pack) 


SIZE 


$$ NAME 
CASE 


SS ee CONTENT 


BEST 
PRICE 


SHELF 
—Ma tS. SSI 2 aS) Oo | ee ee ee ea PRICE 


SALESMAN’S COMMENTS: (LocaTION SEEN, INVENTORY LEVEL, DISTRIBUTION ETC.) 
patie gr ee a aes eA pI ee 


UE ENDS EEEERSEEEEREEERREEEEEE 


SALESMAN TERR. 


| ee 


DIVISION OFFICE COMMENTS: (fxTEnT OF DISTRIBUTION, TEST MARKET CONFIRMATION ETC.) 
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EXHIBIT VIII 


DIVISION SALESMAN 


PRICE CHANGED SINCE 
LAST REPORT 


DEAL 
PRICE] @ W/E SPECIALS — 


——_— BY CHAIN NAME 
STD.BEST ACTUAL @® DEAL OR ALLOW- 
PRICE * | CHAIN |X ANCE DETAILS 
PER LB. RETAIL 


CORN OIL BRANDS 


CITY 


PRICE CHANGED SINCE DEAL 
LAST REPORT PRICE 
STD.BEST ACTUAL 
PRICE * | CHAIN | X 
PER LB. RETAIL 


PRICE BRANDS 


IMPERIAL 1 SOLO 1 
FLEISCH- 1 2 
MANN — |] ]——————_ | — — — 
2 3 
KRAFT 1 ROSE 1 
MONARCH 1 3 
TULIP 1 
3 
MONARCH + 
SOFT BRANDS 1 
GOLDEN 
GLOW 1 MOM’S 1 
BLUE 
BONNET 1 3 
SOFT 
PARKAY 1 GEM 1 
RUTTER GOLDEN 
CUP 4 DEW 1 
PARKER- 
HOUSE i NUCOA 1 
2 
DELMAR 1 
3 
ALLSWEET 1 
PENNANT 1 
3 
PREMIUM BRANDS 
GOOD 1 
LUCK — | | — | ——_— | — 
2 PARCHMENT BRANDS 
3 SOLO 1 | 
BLUE a ROSE 1 
BONNET — |——  — |} ———— | = am a 
1 TULIP 1 
ELGIN, §=—|/————]—_ |__| — aa ae 
3 MONARCH 1 
SQUE,E 1 MOM’S 1 
PARKAY 1 PARKAY 1 
r ALLSWEET 1 


ee ee fe ee ee 


OWN & COMPETITORS’ ACTIVITIES—MaARGARINE 
SELLING PRICES 
FORM 338 (R3) 


PENNANT 1 


BUTTER 


1st GRADE | | | | | 
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w/E 


@ w/E SPECIALS — 
BY CHAIN NAME - 

@® DEAL OR ALLOW 
ANCE DETAILS 


€Z'Ol €2'OL £6°6 £66 £66 £6 °6 $9 °6 $9 °6 $9 °6 $9 °6 $9 °6 €9°6 €9°6 £96 €9°6 €9°6 £96 OLS aE ote Ad eee Ue 
*318W MONT GOOD 

COSI G9°ST SO°ST GOST GOST GOST GOST GO°ST GO°ST GOST GOST GOST GOST GOST «GO°ST §=6S9°ST GO°ST «GOST “ZO. GLE XK BL 
iensey AAO 

S36 96 °6 936 G36 926 G66 G26 $6 °6 S66 G6 G66 G2 °6 G2 6 93 °6 93 °6 G3 6 98°8 98°8 °° "20 ¢°o KX 8F—TE 
deog Aynvog xX NT 

90°ST” 90°SE | 90°ST 90°ST 90°ST 90°QT 90°9T 90°ST IF'Fl IF FE Tht TPT Te PE: THT THOT) WHHL: IPE 15 ab 2 um ieee mis Wik | 
iegq UAT LHOIINOS 
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ey quel —M SIM 
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| queiy—pmbryT XNT 
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First Session—Twenty-seventh Parliament 


1966 


PROCEEDINGS OF 
THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND HOUSE OF COMMONS ON 


CONSUMER CREDIT 


/ 
‘ Ms . 
: ~~ O/7} Ot y 
_ 4 Py *. 


TUESDAY, DECEMBER 6, 1966 


JOINT CHAIRMEN 
The Honourable Senator David A. Croll 


and 


Mr. Ron Basford, M.P. 


WITNESSES: 


Consumers’ Association of Canada: Dr. H. E. English, Executive Vice-President; 
Professor R. E. Olley, National Director; Mrs. W. M. Auld, National Director; 
Dr. David MacFarlane, Professor of Economics, McGill University. 


The Canadian Manufacturers’ Association: Mr. R. A. Engholm, Vice-President; 
Dr. M. W. Farrell, Chairman, Industrial Economists’ Forum; Mr. J. C. White- 
law, Executive Vice-President & General Manager; Mr. H. B. Style, Immediate 
Past President; Mr. C. A. Pollock, Chairman, Tariff Committee; Mr. Richard 
Lang, Manager of Tariff Dept.; Mr. H. J. Hemens, Chairman, Committee on 
Corporation Law; Mr. W. D. H. Frechette, General Secretary; Mr. Peter Bartha, 
Economic Research Director; Mr. Charles Perrault, Member, Executive Council. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
CTTAWA. 1966 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


Carter, 
Cook, 
Croll 
Hastings, 


Allmand, 
Andras, 
Basford, 
Cashin, 
Choquette, 
Clancy, 
Code, 
Crossman, 


(PRICES) 


For the Senate 


Hon. David A. Croll, Chairman 


the Honourable Senators 


Hollett, 

Inman, 

McDonald (Moosomin), 
McGrand, 


For the House of Commons 


O’Leary (Antigonish- 
Guysborough), 
Thorvaldson, 
Urquhart, 
Vaillancourt—(12). 


Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


Duquet, 

Horner (Acadia), 
Irvine, 

Leblane (Laurier), 
Lefebvre, 
MacInnis, 
Mandziuk, 
McCutcheon, 


36 members 


Quorum 7 


McLelland, 
O’Keefe, 

Olson, 

Otto, 

Ryan, 

Scott (Danforth), 
Smith, 
Whelan—(24). 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep-~ 
tember 9, 1966:— 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 


Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’’. 


And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 


By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House 
on Friday, April 1 and Thursday, October 6, 1966 be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 
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Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 

“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 

That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
lems: of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 


Resolved in the affirmative.”’ 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 
vember 22, 1966:— 


The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 


The question being put on the motion, it was— 


Resolved in the affirmative. 


J. F. MacNeill, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, December 6, (1966 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Croll ee a Chairman), 
McGrand and O’Leary (Antigonish-Guysborough) .—4. 


For the House of Commons: Messrs. Allmand, Basford ome Chairman), 
Lefebvre, MacInnis, McLelland, O’Keefe and Ryan. —7, 


In attendance: Dr. R. Warren James, Special Assistant:'’ Mr: John” J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Ascociate Counsel; 


The following were heard: 


Consumers’ Association of Canada: 


Dr. H.E. English, 
Executive Vice-President. 


Professor R.E. Olley, 
National Director. 


Mrs. W.M. Auld, 
National Director. 


Dr. David MacFarlane, 
Professor of Economics, 
McGill University. 


At 1.00 p.m. the Committee adjourned. 


At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
McGrand and O’Leary (Antigonish-Guysborough).—4. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis, McCutcheon, McLelland and O’Keefe.—6. 


In attendance: Dr. R. Warren James, Special Assistant. 


The following were heard: 
The Canadian Manufacturers’ Association 


Mr. R.A. Engholm, 
Vice-President. 


Dr. M.W. Farrell, Chairman, 
Industrial Economists’ Forum. 


Mr. J.C. Whitelaw, 
Executive Vice-President & General Manager. 


Mr. H.B. Style, 
Immediate Past President. 
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Mr. C.A. Pollock, Chairman, 
Tariff Committee. 


Mr. Richard Lang, 
* Manager of Tariff Department. 


Mr. H.J. Hemens, Chairman, 
Committee on Corporation Law. 


Mr. W.D.H. Frechette, 
General Secretary. 


Mr. Peter Bartha, 
Economic Research, Director. 


Mr. Charles Perrault, 
Member, Executive Council. 


At 6.25 p.m. the Committee adjourned until Thursday next, December 8, at 
9.30 a.m. 


Attest. 


John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 


THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, December 6, 1966 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: I will call the meeting to order. We have with 
us this morning the Consumers’ Association of Canada. On my left is Dr. H. E. 
English, Executive Vice-President of the Consumers’ Association of Canada, 
Director of the School of Commerce and Professor of Economics at Carleton 
University, Ottawa. On his left is Professor R. E. Olley of Saskatoon, National 
Director and Assistant Professor of Economics at the University of Saskatche- 
wan, Saskatoon. Next to Professor Olley is Mrs. W. M. Auld of Winnipeg, who 
is a National Director of the Consumers’ Association of Canada. She is also the 
Chairman of the Consumer Problems Committee. And on her left is Professor 
MacFarlane, Professor of Economics, McGill University, Montreal. 


Professor English will present the brief. 


Dr. H. E. English, Executive Vice-President, Consumers’ Association of Canada, 
Director of School of Commerce and Professor of Economics, Carleton University, 
Ottawa: Thank you, Mr. Chairman. Ladies and gentlemen, first of all, I wish 
to thank the Committee for this opportunity to appear on behalf of the 
Consumers’ Association. I wish also to apologize for the lack of a French 
language copy of the brief. The Consumers’ Association publishes its regular 
Canadian Consumer magazine in both languages, but, unfortunately, we have 
not had time to prepare the French language version of the brief. 

My associates have all been introduced. I would add only one word: two of 
them, Professor MacFarlane and Professor Olley, are members of the Economics 
Policy Committee of the Consumers’ Association, which, is made up of members 
right across the country, who serve the Association on occasions such as this, 
when economic expertise is required. 


I will now proceed with the reading of the brief. 


PREAMBLE 

We are pleased to have the opportunity to appear before this committee. 
Work and inquiry of the kind being done by this committee is of value to all 
Canadians, and is actively welcomed by the consumers who are members of the 
Consumers’ Association of ‘Canada. 

In presenting our brief we wish to call the committee’s attention to our 
assessment of the problem which underlies consumer unrest across the country. 
We do not intend to cast blame on particular groups nor to make unfounded 
charges. Summarizing our own later comments within the brief, we can say that 
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consumers are unhappy because rising prices are lowering the real incomes for 
many of them. Even the tax structure affects the real value of incomes in ways 
which we believe have not heretofore been sufficiently recognized. A number of 
problems about which the Consumers’ Association of Canada has often spoken in 
the past make the whole situation even worse. We shall review those problems to 
put them into the context of the Committee’s terms of reference. 


Recognition of the difficulty of explaining fully the problems which give rise 
to consumer dissatisfaction, leads directly to our recommendation for an ade- 
quately staffed federal government department of consumer affairs. We contend 
that problems affecting consumers require much, more deeply researched an- 
swers than can now be provided by voluntary organizations or departments 
concerned mainly with other things. We recognize that simple answers will do 
only for simple problems and have, in this case, avoided offering such solutions 
for the complex issues at hand. 


THE NATURE OF THE CONSUMERS’ ASSOCIATION OF CANADA 


1. The Consumers’ Association of Canada is a national organization serving 
the interests of Canadians as consumers. It is an incorporated association; 
non-profit, non-sectarian and non-political in its outlook and objectives. Thus it 
is independent of any particular region, business or industry. Funds are raised 
mainly from the membership dues of persons, and supplementary government 
grants. 


2. The Consumers’ Association of Canada has several objectives. First, the 
Association seeks to obtain, and provide for consumers, information and counsel 
on consumer goods and services. Research and testing is carried out to help to 
accomplish these objectives. In addition, it seeks to discover and represent an 
informed consensus on public policy issues affecting the consumer. To this end, 
the Association studies consumer problems with a view to recommending solu- 
tions and brings the views of consumers to the attention of government and 
industry. In short, the attempt is to provide services to and a voice for Canadian 
consumers. 


3. The Association elects annually a national board of directors made up of a 
president, three vice-presidents, a recording secretary, a treasurer, sixteen direc- 
tors and ten provincial representatives. This board is given counsel by a national 
advisory committee made up of past national presidents of the Association, 
selected other appointees and (at present) sixteen other representatives, one 
from each of the participating organizations. The national association receives 
information and advice from similarly organized CAC provincial associations, 
which are in turn representative of CAC local associations. Through this struc- 
ture the national association gathers information and views from local groups 
all over Canada. No officer anywhere in this structure is paid any fee, salary or 
honorarium. 


SUMMARY OF STATEMENTS AND RECOMMENDATIONS 


4. It is not our intention, in presenting a brief to this special committee, to 
make accusations or call for drastic reforms. Rather, we are identifying the kinds 
of problems which worry the consumer. We are also attempting to show that 
there are genuine and substantial reasons for consumer concern, whatever the 
manifestations of it. 


5. Our main arguments may be very briefly stated. First, we review some of 
the indicators of price and income changes in recent years, and point out the 
extent of improvement of the average Canadian’s real income, and some of the 
implications of this change (paragraphs 7 to 13). Second, we note that one of the 
principal adverse consequences of inflation is that some people suffer much more 
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from it than others. We illustrate how uneven income effects can even result 
from the nature of the income tax (paragraphs 14 to 18). Third, we point out the 
special importance of increases in food prices. We comment on the instability of 
agricultural prices and on the inadequacy of competition in the processing and 
distributing of food products. Finally, we contend that costly and confusing 
merchandising practices have made rising prices even more harmful to consum- 
ers (paragraphs 19 to 29, and appendix). 


6. We would like to make two broad recommendations. First, we recommend 
that the government act to ensure that the burden of inflation is not permitted to 
fall in a highly discriminatory fashion on particular groups in the economy, and 
that the benefits of prosperity which normally accompany pressures on prices 
should be enjoyed by all Canadians. A change in the exemptions system of the 
income tax is cited as one example of the sort of adjustment in public policy 
required to meet the consequences of inflation. Secondly, fully aware that the 
problems in this field are complex and require much research, we request the 
establishment of a federal department of consumer affairs. We believe that such 
a department is urgently needed, not just because of rising prices, but also 
because of the myriad of other consumer problems which require well-informed, 
extensive research. I might add it will continue to require that for a time after 
inflation has passed. 


THE GENERAL NATURE OF PRICE AND INCOME CHANGES 


7. In any examination of the impact of recent price increases on Canadians, 
there is a tendency to exaggerate the immediacy of the problem, and to seek 
drastic policy moves to counter the apparent sources of the problem. We shall 
resist these temptations first by examining the scale of our present inflation and 
relating it to past trends in the Canadian economy. In addition, we shall attempt 
to indicate the process underlying current inflationary pressures so as to make 
prescriptions that will not, in the name of anti-inflationary policy, impose serious 
long-run costs on Canadians. All too often the economic implications of arrest- 
ing inflation are too short-sighted for the ultimate consequences for consumers 
have proved to be quite perverse. 


8. The most appropriate measure of the rate of price increase as far as 
consumers are concerned is the Consumers Price Index. While there are short- 
comings in that index, such as the static view of consumer purchases and the 
failure to account adequately for quality improvements and service prices, the 
orders of magnitude are reasonably accurate for short-term changes in prices. 
Examination of that index reveales a steady acceleration in the rate of price 
increase since 1963. The year percentage changes have been: 


1963-64 .... 1.8 per cent 
1964-65 .... 2.4 per cent 
First 10 months 1965-66 .... 3.8 per cent. 


The most recent price increases have been substantially above the long-run price 
trend, which reveals an average annual rate of price increase of 2.1 per cent 
between 1949 and 1965. The evidence then does confirm the present concern over 
inflation as such; both because of the high absolute rate and because of 
acceleration in that rate in the recent past. 


9. Our concern here is the extent to which this increase in prices paid 
by consumers has served to erode the gains in income in the economy. The 
record reveals the following rates of growth of personal income in the period 
1963-66: 

1963-64 .... 6.7 per cent 
1964-65 .... 11.1 per cent 
First half 1965-66 .... 11.0 per cent. 
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To place this into perspective, the rate of increase in personal income since 1949 
has averaged 7.3 per cent per year. Thus, the growth, of aggregate personal 
income recently has been far greater than the trend rate in the postwar period. 
Needless to say, the aggregates fail to deal with the growth of income of 
individual Canadians. As a result, we have calculated the growth of personal 
income per capita over this period, and the following rates are found: 


1963-64 <.°. ~47e per cent 
1964-65 ....° 9. 4° per cent 
First half 1965-66 .... 9.2, Der Cen, 
Long run 1949-65 .... 5.0 per cent. 


One can only conclude from this that average personal income has been growing 
at an extraordinarily high rate, both compared to past rates and compared to 
price changes. Since the bulk of personal income goes towards the purchase of 
consumer goods, we can calculate the changes in the purchasing power of 
personal income by eliminating the price changes. The rate of increase in “real” 
consumer income over these periods are: 


1963-64...,.s: 423. l.per. cent 
1964-65. «ws... | 1. Unperrcens 
Long run. 1965-66 ..,.... 5.4, per cent 
First half 1949-65 .. 2.9 per cent. 


The gains in average real income have been particularly great in the past two 
years when the Canadian economy was returning to full employment and 
experiencing increased pressure on prices. 


10. It is impossible to attempt a full explanation of the complex forces 
which give rise to inflationary pressures on prices, and not really appropriate for 
the Consumers’ Association to undertake this task. However, the Association 
wishes to call attention to certain evidence introduced by Professor E. P. Neufeld 
of the University of Toronto in his submission on September 29. I might say this 
was an individual submission, but Professor Neufeld is a member of our As- 
sociation’s Economic Policy Committee. He was not speaking for the Association 
at that time, but we respect his judgment. He noted that Canadian price changes 
have normally been a response to general demand and supply pressures which 
have affected both Canadian and U.S. economies. He further noted that Cana- 
dian policy makers might well concentrate on efforts “to keep Canadian prices 
and costs in line with U.S. prices and costs,” because “to try to insulate Cana- 
dian prices from U.S. price increases would probably lead to increased unem- 
ployment and slower economic growth in Canada.” In his brief there was a set 
of very important tables which I believe was published later in No. 9 of the 
series. I would urge your attention to these again because I believe they help to 
explain the importance of international sources of inflationary pressure. 


11. He also noted that the increase in prices in Canada had been somewhat 
faster than in the United States, and attributed this primarily to ‘‘the Canadian 
dollar devaluation and the more rapid move in Canada, until recently, toward 
full capacity including low unemployment.” This is best seen in the decline of the 
unemployment rate from a high of 7.1 per cent of the labour force in 1961 to 5.5 
per cent in 1963 and to 3.9 per cent in 1965, with no substantial change 
thereafter. This rapid tightening of labour markets invariably leads to inflation- 
ary pressures. But the benefits from re-employing a large proportion of our 
labour force, together with the large impact of expansion on average incomes, 
far outweighs the cost of price rises. 


12.°It is also true that some recent wage settlements raised doubts about 
the prospect for keeping price increases in check, but again this may have been 


CONSUMER CREDIT 1797 


due more to government intervention than to expansion of demands or even to 
the process of wage bargaining as such. In addition, the general lack of competi- 
tion in our economy, as a result both of the fewness of our producers and their 
protection from foreign competition, has permitted administered price increases 
that have added to the inflationary process. 


13. However, as Professor Neufeld stressed, during 1966, the period during 
which there has been a growing awareness of increased prices, Canadian and 
U.S. prices have kept in step. Thus the problem of inflation is not one which can 
readily be solved by Canada alone. Were the rates of price increase to continue 
at the rate of the recent past, it would be a cause for serious concern in both 
countries. However, recent statements by public authorities, particularly those of 
the Economic Council, raise doubts about the continuity of price pressures, and 
remind us that the government’s task consists in keeping price increases to a 
minimum while ensuring high levels of employment and sound economic growth. 


THE PARTICULAR EFFECTS OF INFLATION 


14. The foregoing discussion should not be interpreted as indicating that 
the Association is not concerned about inflation, but rather that it may be to the 
particular, rather than the general, aspects that the principal attention of public 
policy should be directed. These relate to the fact that inflation affects some 
consumers much more adversely than others, and that prices and processors and 
distributor margins for food products have tended to increase much more than 
those of other products. 


The unevenness of changes in the real income of different groups in the 
population can be illustrated in various ways. In the attached table a comparison 
of real wages by city is included. 


15. There are numerous instances in the table where the real wage has fallen 
from one quarter to another. Some of these may reflect seasonal factors but it is 
hardly likely that they all do. The cities of Halifax, Winnipeg, Saskatoon and 
‘Calgary all experienced virtually no rise in real wages from the first quarter of 
1965 to the second quarter of 1966. For ‘Canada as a whole the rise in average 
real wages was less from the first quarter of 1965 to the first quarter of 1966 than 
it had been the previous year, while the gain in real average GNP per person 
was considerably greater that year than the previous one. Of particular interest 
are the movements in average real wages from the first to second quarters in 
1966. In Ottawa, Toronto and Vancouver they actually fell, whereas they usually 
rise quite markedly. These have been cities in which some of the most serious 
consumer unrest has occurred. 


16. It is not clear why the average real weekly wage has remained so low in 
Saskatoon and Winnipeg. However, it seems reasonable to argue that this reflects 
differences in the composition of the labour force. Possibly there is concentrated 
in these cities relatively more workers who, for one reason or another, cannot 
secure rapid wage increases. This leads to an important point. When the average 
worker is not much more than holding his real wage in face of price increases, 
large numbers are probably experiencing a decline in real wages as a result of 
price increases. 


17. There is no doubt that many of those with lower incomes in Canada, 
namely pensioners and others relying on fixed incomes, do find their security 
eroded by inflationary trends. But we must not lose our sense of perspective on 
this issue. Since the vast majority of our population has gained so substantially 
during this period, it would be wrong to take the kind of anti-inflationary action 
which would arrest this improvement while endeavouring to protect the groups 
which are particularly vulnerable to inflation. It would surely be most rational to 
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tax a small part of the gain in real income of the majority to achieve the security 
of the less fortunate rather than to keep everyone’s income stable by restraining 
the process of expansion. 


18. Government transfer payments, such as the old age pension, and revenue 
gathering techniques are both affected by inflation. It is well known that the 
incomes of pensioners are eroded directly by inflation, and that adjustment of 
such incomes is made necessary if discriminatory effects are to be avoided. But 
the effect of inflation on tax burdens is also important. Under our present income 
tax structure it would be true that even if wage increases exactly matched price 
increases the consumer would become worse off in terms of his real purchasing 
power. A simple example will make the point. Suppose a consumer had, in 1949, 
an income of $4,000, on $1,000 of which he paid income tax at, say, 15 per cent. 
Suppose prices and wages increase by 40 per cent, that is the C.P.I. rises to 140 
and his money wage to $5,600. At first glance he looks to be no worse off. But, let 
us calculate the tax. With, unchanged deductions he would now pay 15 per cent 
on $2,600. Prior to the price and wage increase his after tax income would have 
been $3,850. After the increase in prices and wages his after-tax income would 
be $5,210 ($5,600 - .15 x $2,600). Thus while prices have risen 40 per cent, 
after-tax income has risen by only 35.3 per cent and the consumer is worse off by 
about 4 per cent. Since our income tax rates are graduated this erosion of a wage 
earner’s real disposable income is even greater than the example indicates. The 
decrease in real disposable income can be shown to be greatest for the lowest 
income groups. Thus price increases introduce a hitherto unsuspected erosion of 
real incomes which is regressive in nature. Such regressiveness violates part of 
the intent of our income tax structure. We believe that some correction for this, 
in the form of altered basic deduction schedules, should be introduced. We 
realize that this would entail an adjustment to all income tax rates if the total 
tax yield is to remain the same, but we are deeply concerned about the relative 
shift in tax burden to the relatively less well off in Canada. 


FOOD PRICES 


19. The most serious aspect of the recent inflationary trends has been the 
rise in food prices. Food makes up so much higher a proportion of the budgets of 
those with lower incomes. Indeed it is largely because of recent popular action 
that food prices have become the subject of special attention. The main point 
here is that all consumer prices have risen in such a way as to erode the share of 
income going to consumers. We do not have the resources to determine precisely 
why this has happened or who have been the principal gainers. We do have an 
idea who have been the principal losers. A recent study (Urban Need in Canada, 
1965: A Case Report on the Problems of Families in four Canadian Cities, Section 
1, Overview, The Canadian Welfare Council, Ottawa, 1965, P.15) notes that low 
income families spend 43 per cent of their incomes on food and 29 per cent on 
housing. These have been the most rapidly rising elements in the C.P.I. in the 
last two and one half years. Whatever we say about the average wage-earner- 
consumer is much more true for these people—and much more serious for them. 


20. Rising retail prices for food are the result of a complex of international 
and domestic forces over which little short-run control can be exercised. At the 
international level growing populations and rising standards of living in less 
developed countries place additional demands on available supplies of food 
products. 

Furthermore, a number of particular factors have been cited as contributing 
to high food prices during the past year—a 7.5 per cent increase from August 
1965 to August 1966. Demand for certain types of meat products in North 
America has grown more rapidly than the supply of these products. Unlike many 
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manufactured goods, production of such food items cannot readily be increased 
to meet this kind of increase in demand. Thus food prices tend to fluctuate more 
than other prices. 


21. Domestically, the fact that 60 per cent of the final retail price of food is 
made up of processing, packaging and marketing costs, opens the retail price of 
food to inflationary forces wherever they arise in the economy. Excess demand or 
rising costs will tend to drive up food prices by their influence on the prices of 
labour, capital and materials used in processing, packaging or merchandising. 
Against the more general pressures on price little specific action can be taken. 
However, there are elements in the 60 per cent which seem to have risen 
unnecessarily rapidly. It is primarily these elements with which this section of 
our brief is concerned. 


22. The CAC agrees that the consumer can in many cases protect himself for 
a while against rising prices by increased care in shopping practices. However, a 
number of current food merchandising practices so operate as to make such 
selectiveness difficult. We cannot offer statistical proof, but it is our impression 
that these practices have become more extensive in the last two years or so. The 
increased number and type of complaints we received, samples of which are 
presented in the appendix to this submission, form the basis for our statement. 


23. Careful food buyers have long complained about packaging. Often the 
packages are unnecessarily elaborate and expensive. Price conscious consumers 
usually want the product not the package. Processors could help mitigate rising 
prices by selecting more economical packaging from the wide variety of pack- 
ages available, though we are well aware of the reasons processors have for 
using more elaborate packages under present market conditions. 


24. Furthermore, careful choice is made difficult if not impossible by the 
rapidly growing variety of sizes in many product packagings. We simply do not 
believe that myriads of package sizes are necessary or desirable. Although we 
know why they are used we object to them as confusing, unnecessary and 
inhibitive to the careful choice consumers are urged to make when prices begin 
to rise, either for particular groups of products or in general. 


25. Wise choice is often made very difficult by packaging which conceals 
rather than reveals the contents. We have great difficulty understanding or being 
patient with the reasons offered for not putting on packages clear, readable and 
accurate statements about the ingredients and quantity of the contents. 


26. Selling activities may take many forms, varying from mass media 
advertising to sophisticated packaging and gimmicks. The cost of all these 
promotional devices is included in the costs of processors and retailers and is 
passed on to the consumer in the final retail price. Promotional activities are all 
designed for the sole purpose of increasing or at least maintaining the existing 
business share enjoyed by a company or a corporation. The repeated expendi- 
ture of large sums on advertising and other promotional activity serves to raise 
barriers to competition by new producers and distributors and to stabilize the 
relative shares of the market supplied by established suppliers. From the eco- 
nomic point of view a large part of such expenditure is wasteful and would not 
take place if some way could be found for all firms to limit their promotional 
expenditures. Furthermore, such expenditure tends to be accentuated in periods 
of inflation when firms are profitable and are tempted to spend more on efforts to 
increase individual shares of the market. In a report on the work of the U.S. 
National Commission for Food Marketing, it was stated that: 


: The high costs occasioned in some parts of the food industry by 
intensive promotion, superficial proliferation, and expensive distribution 
methods—all tracing back to the incentive to influence the consumer 
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—were the principal shortcoming the Food Commission found in the 
industry’s efficiency.... 


More then two billion dollars is spent annually in advertising food. 


In an extreme case, breakfast cereals, about one-fifth of the money 
the consumer spends goes to pay the cost of persuading her to buy a 
particular brand rather than another and to buy it in a particular store 
rather than in the one a block or two away. 


At the other extreme, two products often sold by grade, fresh beef 
and frying chickens, have only about 3 per cent of the sales price repre- 
sented by promotion costs, mostly by retailers. 


Promotion—advertising, trading stamps, games—ordinarily is under- 
taken to increase volume of business, but any successful promotion by one 
firm tends to be countered by competitors. 


Thus the firms often end up merely by maintaining volume rather 
than increasing it, and promotion costs must be covered by higher sales 
prices. 


One way to reduce the volume of such costs would be to set some limit to 
the amounts which could be deducted for tax purposes. 


27. We note with alarm the increase in advertising and promotional tech- 
niques which are being adopted in food merchandising. Without denying that 
every manufacturer and distributor has a right to promote his product or service, 
we consider certain practices to be largely self cancelling. Therefore we believe 
that they should cease since they further obscure the information necessary to 
careful choice, as well as increasing costs. We refer in particular to trading 
stamps, contests, give-aways and similar devices—and cite the A&P experience 
already presented in evidence to support our view that these devices do increase 
costs, hence do increase prices. These practices show a tendency to become more 
prevalent when times are good but prices are rising. Probably growing markets 
tempt merchandisers to try harder for a larger share of the market. Since the 
bulk of these devices are apparently self-cancelling it would seem more appro- 
priate to induce processors and merchandisers to try lower prices, better quality, 
more complete and factual labelling, and more honest advertising (e.g. A&P’s 
new policy) as a way of gaining sales. 


28. Merchandising procedures seem, from the complaints received, to have 
taken on a misleading character in recent months. Two devices which tend to be 
deceptive have come to concern us. Firstly, there has developed a tendency to 
display merchandise away from its regular location in the store with a sign 
suggesting that the price is “special”. Comparisons with regular merchandise 
have shown a number of instances where the “‘special’ price was above the 
regular price, or at least no lower. All such technique achieves is to confuse the 
consumer. Secondly, the practice seems to be growing of describing contents in 
terms of servings which may mean different things to different packagers, or 
even to the same packager at different times. This is an unnecessary and 
confusing way of describing a package’s contents. 


29. Problems of the above types are serious and their increase is a matter of 
considerable concern to consumers as they make rational choice more difficult 
just when it needs to be made easier. It is desirable to develop curbs to these 
unsatisfactory practices before they become too deeply rooted into processing 
and merchandising techniques. 


NON-FOOD FACTORS IN RISING CONSUMER PRICES 


30. Regrettably the Consumers’ Association of Canada has accumulated little 
data for this presentation on other areas than food where prices are rising. 


1802 JOINT COMMITTEE 


Nevertheless, we observe rises in housing costs, household furnishings, municipal 
taxes, credit costs, transportation costs and automobile prices with great concern. 
In the 30 months from 1963 to June 1966 prices have risen for housing by 6.0 per 
cent, clothing by 7.7 per cent, transportation by 7.7 per cent, health and personal 
care by 11.6 per cent, recreation and reading by 6.7 per cent and tobacco and 
alcohol by 5.9 per cent. Though exact statistics are not available to us we believe 
that municipal taxes have risen more sharply still. Credit charges have risen so 
much and become an area of so much abuse that this committee was the result. 
From the types of complaints we receive we have reason to believe that prob- 
lems and abuses of the kind we have noted in food and related products, are 
prevalent also in these other areas. 


CONCLUSIONS 


31. In preparing this submission we have been impressed with the magni- 
tude and complexity of the problems before this committee. We do not have the 
resources to conduct the necessary extensive and intensive study which would be 
required for a full representation of the consumer interest, especially in non- 
food areas and with respect to the complex of economic interrelations affecting 
retail prices. We cannot, for example, determine the precise relations between 
fiscal and monetary policy and consumer prices. Nor can we adequately study 
transportation policy, credit costs, municipal taxing or tariff, patent and trade 
mark influences on pricing and merchandising practices. Even with respect to the 
problems we can easily identify, specific recommendations for regulation have to 
be left to agencies not primarily concerned with the consumer. Groups inter- 
ested in consumer goods markets in different ways make varying and often 
contradictory claims about what could or should be done with respect to these 
and other problems. We believe that the answers to these problems can only 
be determined on the basis of research—-comprehensive and impartial research 
on a continuing basis which no private group has the resources or personnel 
to undertake. 


32. Recognition of these facts leads us to recommend that the establishment 
of a department of consumer affairs be given the highest priority. The complex 
economic, legal and technical factors behind the price and quality of goods finally 
offered for sale, as well as the terms of the offer to sell, must be studied by 
fulltime professionals. Moreover, only a branch of government could succeed in 
bringing about the long overdue co-ordination of legislation affecting consumers. 
And, a department of consumer affairs would provide a specific place in govern- 
ment to which we could address ourselves as consumers, and would have 
primary responsibility to take action on such representations. 


33. With respect to the technical subject matter discussed in this submission 
intelligent specific recommendations are difficult to make. There are abuses in 
the merchandising, advertising, and packaging of food which could be curbed 
—such curbs would probably be welcomed by most responsible packagers and 
merchandisers. Here we are not advocating control of food marketing or process- 
ing. Rather we are looking for the prevention of wasteful, misleading, or cost 
increasing practices. These would still leave everyone free to pursue his own best 
interests, but with less misuse of resources. 


34. Although a number of suggestions are included in the body of the 
submission we have only two formal recommendations. The rapid rise in prices 
seems to make necessary a revision in basic deductions for personal income tax 
calculations and adjustments to fixed incomes to remedy the hardships imposed 
by inflation on certain groups; we therefore urge that measures be adopted to 
achieve these purposes. Our other pressing recommendation is for the establish- 
ment of an adequately staffed department of consumer affairs, specifically 
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charged with the responsibility of inquiring into, and proposing necessary 
changes with respect to matters concerning consumers’ wellbeing. 


Co-Chairman Senator CROLL: I think it would be well if the appendix was 
read. There may be a bit of repetition in it, but it will explain nevertheless some 
of the matters that will be further elaborated when the questioning com- 
mences. It is only a few pages, and I think reading it would be worthwhile. 


Dr. ENGLISH: I might say that this brief is truly a joint effort. The appendix 
material is a summation of ideas relating to consumer practices. It has been 
primarily the responsibility of Mrs. Auld and Professor Olley, and they are 
preparing to back up these summary remarks with specific examples concerning 
present practices. 


APPENDIX 
PROBLEMS IN BUYING CAREFULLY 


The purpose of this appendix is to describe in some detail the kinds of 
problems which face buyers of foods and other products. For most of these 
problems we have relied on our own files and experience. However, we would 
like to call to the committee’s attention to the publication Food From Farmer to 
Consumer, Report of the National Commission on Food Marketing, (U.S. Gov- 
ernment Printing Office, June 1966, especially Ch. 10-12). This commission 
found, and reported as serious, many of the problems we discuss. The problems 
were cited as important even in the huge U.S. markets where, in the Commis- 
sion’s view, competition was efficacious in removing many of the worst abuses. If 
these are substantial problems in such a setting they are apt to be even more so 
in the Canadian market. 


PACKAGING 


One of the most frequent forms of complaint received by us involves 
packaging. Very often the packages are elaborate (hence expensive). They come 
in all kinds of odd sizes and shapes, virtually eliminating the chance of intelli- 
gent comparisons. In many cases the package is positively deceptive as to its 
contents. It may be only partly filled, or filled with “gifts,” or it may actually 
mislead, as for example 120 oz. bottles of vinegar offered as ‘small gallons” or ‘4 
quart” baskets of a variety of sizes. Illustrations on packages are a related source 
of complaint. They often fail to accurately depict the contents hence mislead the 
buyer. Adequate technical information on what the package contains is often 
obscure and sometimes missing. 

What is actually in the packages creates further problems. Contents come in 
a bewildering number of fractions of standard weights. We can determine no 
technical reason why so many different sizes are necessary. (See Canadian 
Consumer—our regular publication—Sept/Oct., 1964 and Jan/Feb., 1965 for 
examples from toothpastes and detergents.) A growing practice is the use of the 
term servings to describe contents. This term seems to mean different things to 
different manufacturers (See Canadian Consumer, May/June, 1966, on fish and 
chips). We have not had a chance to check thoroughly but we wonder if this 
measure is even legal. In any case it is misleading and ought to be prohibited. 
Packages very often contain premiums or bonuses. These are often not related to 
the product and increase cost. For the industry as a whole they do not increase 
sales, but add to costs and limit consumer choice. Similarly coupons in packages 
also appear only to add to industry and consumer costs. Since the bulk of these 
practices seem to offset each other more than informing or aiding the consumer 
they should be stopped. 
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ADVERTISING AND PROMOTION 


Advertising and promotional costs are often a matter of consumer concern. 
Lavish expenditure on media advertising is all passed on to the consumer as 
costs. We do not accept the argument that the promoter is paying the bill. He is 
getting the funds from some other product in his line, or will recover the costs 
from future sales of that or some other product. The consumer pays for the 
advertising which is directed at him. No attempt is being made to deny the 
necessity of advertising but we feel that the lavish scale of it goes well past the 
point of diminishing returns to the consumer, hence it ought to be curbed. 


Another problem with advertising, aside from its sometimes misleading 
general nature as to the character of products, arises out of the way sales are 
announced. We receive many complaints about multi-page ads, describing a 
“sale,” which turns out to list a large proportion of products at regular prices. 
Since no regular price comparisons are given the consumer is rarely able to 
determine the truth of all of the statements in the “sale” ads. 

This leads directly into a very important question—that of promotional 
devices. Trading stamps, contests, coupons, give-aways, bingos and so on, all add 
to costs, and lead to increased prices. The users of these devices argue that such 
promotions increase sales, reduce per unit costs, and hence save the consumer 
money. No doubt there was some truth to this claim during the early post war 
years when supermarkets were growing and gaining sales at the expense of ‘mom 
& pop’ and corner grocery stores. However, such gimmicks do not take sales away 
from’ other supermarkets. Thus, it is now more likely that such devices do not 
gain sales for any store (since the chains are strong enough to fight a battle in 
any one region for a long time). What promotional gimmicks do is to raise costs 
to everyone and these costs are passed on to the consumer. Because of the, now, 
self cancelling nature of promotional schemes of the kinds noted above, they 
should be prohibited—they have outlived their usefulness. 


MERCHANDISING PROCEDURES 


A number of merchandising procedures, originating with both retailers and 
processors have given rise to numerous complaints and considerable concern at 
C.A.C. In stores one often runs into subtle attempts to convey the notion that 
regular prices are specials. Such terms as “everyday low price” or “special price” 
are often used to refer to products not on sale. While neither term is technically 
dishonest, each is misleading. 

Related to the foregoing is the growing practice of setting up displays of 
products far away from their regular location or at cash registers. These are 
often labeled to indicate or suggest that the product is offered at a sale price. 
However, in many cases they are not. But the trouble in going back, or losing 
one’s place in a check-out line, is great so buyers make choices under false 
impressions in pressure situations. 


Charges in package sizes create another merchandising problem from the 
consumer’s point of view. Often package sizes (and contents) fall with no 
decrease in price. This is a way of surreptitiously increasing price, with little 
chance for the buyer to notice it. Standard package sizes at significant differ- 
ences in size would prevent this from happening. 


The practice of marking packages with “cents off” has grown considerably. 
In some cases this device may be a method of inducing people to try a product at 
something under its anticipated regular price. In many other cases the motive for 
its use is less straightforward. It may be used as a way of introducing a 
once-for-all price cut, in which case it is not a legitimate sale. Or it may be used 
to condition buyers to a coming in price; the number of cents-off is slightly more 
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than the price increase is to be, thus inducing consumers to buy at a reduction 
but subtly conditioning them to the coming new price. We do not approve of this 
practice. 


OTHER PROBLEMS 


Modern supermarkets carry an enormous range of products. This range 
conveys market power to the retailer both with respect to the consumer and the 
processor (although a successful brand gives the processor considerable power. ) 
Since the retailer controls shelf space be can bargain with any processor for use 
of that space—both as to amount and location. A recalcitrant processor will find 
himself with little, and poorly located, shelf space while the co-operative one 
will be better situated. Perhaps this suggests an explanation for the enormous 
variety of some brands in some stores and the total absence of some products like 
economy lines of meat, cereals or produce. The same consideration may lead to 
especially co-operative suppliers being able to persuade the retailer not to 
allow any space to competing, and perhaps cheaper, lines. We do not know 
whether processors have to buy shelf space, in one way or another, but we 
wonder why so much time is spent by high priced detail men, for the processors, 
arranging shelves and displays when lower paid clerks could do it. 


The retailer’s power arises out of his close contact with the consumer and his 
ability to juggle indefinitely the prices and conditions of sale for his many 
products. Two points concern us here. First, the retailer can use price-compari- 
son items to keep the consumers coming in by pricing them low. He then makes 
up the losses on less sensitive items, often staples which loom large in the 
budgets of poorer people. Second, we have now had three reports from careful 
and knowledgeable people suggesting that food retailers know the items in the 
D.B.S. for price index, and keep prices low on these, marking up the loss 
elsewhere. None of the reporters has had the opportunity to fully verify his 
findings. We urge this committee to check this practice. If retailers are using the 
power their great range of products provides them in this way then the rise in 
food prices, as officially compiled, understates the problem. We do not know to 
what extent, if any, retailers abuse the power they have. Accusations are 
frequent. We urge this committee to investigate further, for the health of this 
important industry as well as for the safeguarding of consumers. 


CONCLUSIONS 


We do not have any specific recommendations to make as a result of our 
appendix presentation. Some would seem to be evident in what we have said, 
especially with regard to self-cancelling but cost-increasing practices. It would 
seem appropriate to urge the committee to request an investigation on a much 
larger scale than has so far been undertaken. We believe that most of the 
participants in the food industry would like to have the air cleared. We know 
that consumers need protection where necessary and re-assurance where it is 
not. 

It is by now trite to say that the consumer is sovereign. If the consumer has 
full information, knows how to act on it, and can count on being fully served, 
such sovereignty has meaning. However, much of the burden of these comments 
is to argue that the consumer is not well-informed or fully served. Increased 
reliance on price and quality competition would remove or reduce many of these 
obstacles which prevent the consumer from obtaining full value for his or her 
dollar. 

Co-Chairman Senator CroLt: The committee has an opportunity this 
morning to give the universities a good going over. Here is your chance now. We 
have a representative from each of the three great universities, Carleton, McGill 
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and Saskatchewan, and those institutions are well represented. We will start 
with you, Mr. Allmand. 


Mr. ALLMAND: I do not intend to give the universities a good going over, Mr. 
Chairman, especially McGill. Dr. English, in your brief one of your recommenda- 
tions is that we have a Department of Consumer Affairs. Do you insist that this 
be a department, or are you more concerned with the job of getting it done? In 
other words, would you object if the same functions were carried out by a 
commission or something other than a department? When we heard from the 
Canadian Federation of Agriculture recently here they recommended these 
things be done but not by a department, that they would be more properly under 
4 commission or a board or something that was not under a minister. May I have 
your comments? 


Dr. ENGLISH: First of all, let me say that Iam expressing a personal opinion, 
that I think that the royal commission system, if that is what you have in mind— 


Mr. ALLMAND: Oh, no, a commission such as a permanent commission. 


Dr. ENcLISH: The first point I want to make is that whatever is done should 
be done on a continuing basis. I think that royal commissions are an expensive 
way of doing something once and for all, and which become out of date in a few 
years time. 

On this question, I think the difficulty with a commission is that the 
consumers’ interests spreads over a very wide range of goods and services, 
obviously, and that no one commission is likely to have analysed, defined so 
broadly or has expertise in the various subject fields involved. 


Let me illustrate. The present Registrar General’s department has brought 
together at least two departments relevant to the consumer, namely, the com- 
bines law and its administration, and the patent law, which is long overdue for 
treatment as something affecting consumer interests and I think it will now 
receive that. It was not done in this case, for example, by bringing it within the 
combines law. The Food and Drug Directorate was not brought in, The Food and 
Drug Directorate I think should be brought into such a department, as we asked 
at the time, and that is quite a different sort of operation from the combines law. 
If you can put all those under a consumers’ commission, you might say it has 
almost a departmental status already, if you bring the three together. 


Mr. ALLMAND: The suggestion is that it would be more independent of 
politics than a department to come under a minister who is in the Government, 
that something like National Research Council, Science Council, or more in- 
dependent boards or councils are more independent and separate from politics. I 
am not condemning either side, Iam just asking your comments. 


Senator CARTER: Do you mean they would not be bound by policy? 


Mr. ALLMAaND: No, that they would be more independent. A board or council 
is more independent. 


Dr. ENGLISH: But is this necessarily a good thing? If agriculture and indus- 
try and labour have departments in which their particular concerns are dis- 
cussed and analysed and the focus placed upon them, it seems to me that there is 
just as good or better reason to have a formal Cabinet representative of a 
department looking at the same range of issues, from the consumers point of 
view. 


I would say this, however, that there is one important problem about having 
a department of comsumer affairs, and that is that not everything concerning the 
consumer can be brought under that department or there would be only one 
department of government. 


Our other recommendation made at the time that we asked for a department 
of consumer affairs, was that there should be an interdepartmental committee on 
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this question. For instance, the tariff is of very great importance to the consumer, 
but really cannot be brought under ia department of consumer affairs because it 
is a tax and part of the normal responsibility of the Department of Finance. It is 
not necessary to bring everything within the department, but certain things are 
primarily consumers’ business, such as Food and Drug Directorate, along with 
other items in the Registrar General’s department. 


Co-Chairman Senator CROLL: But at the present time are there not four 
departments dealing with consumer affairs, namely, the Privy Council, the 
Registrar General, which has the responsibility of dealing with the matter of 
combines and patents, food and drugs, under the Department of National Health 
and Welfare. The Department of Fisheries has a department dealing with con- 
sumer affairs, and the Department of Agriculture has one. Do you know any- 
thing about them? 


Dr. ENGLISH: Yes, I was not aware of the part the Privy Council plays. Do 
you mean the Advisory Council? 


Co-Chairman Senator CROLL: The Registrar General, you would call it. 


Dr. ENGLISH: In the sections of those departments, the Agriculture and 
Fisheries departments, devoted to consumer questions, I think the purpose of 
those divisions is somewhat different from what we have in mind. They want to 
take account of consumer interests. The consumer is a buyer of agricultural and 
fisheries products, but our concern is that the consumer be represented for 
himself, for his own sake. I am not sure, even in the departments of Agriculture 
or Fisheries, that this can be achieved at the same time as one has to look at it 
from the point of view of fisheries and agricultural communities. I think a 
department of consumer affairs could coordinate more effectively with the 
purchasers of food, including fish and agriculture, better than these departments. 
Those who represent consumer interests could do it better. With the best of 
intentions, these departments are still departments of agriculture and fisheries. 


Mr. ALLMAND: Have you given any consideration to the constitutional 
difficulty of setting up a department of consumer affairs at the federal level? Let 
me make clear I am not opposed to the idea. I want to get the different 
viewpoints. The Federation of Agriculture gave us a different viewpoint. Have 
you considered the constitutional difficulties one might have in attempting to set 
up such a department? Have you made a study of that? 

Dr. ENGLISH: No. 


Mr. ALLMAND: Does your association have any opinion with respect to 
setting up a permanent price review agency or price review board which would 
continually take consumer prices under review whenever they were considered 
out of line? 

Dr. ENGLISH: The association has not, at least as long as I have known it, had 
any position on that question. In fact, the general summation of the opinions we 
have expressed is that it is not wise to attack prices by control but rather by 
increasing competition and of course by the necessary corrective measures of 
fiscal economic policy. 


Co-Chairman Mr. Basrorp: As an economist, what is your own personal 
view? 

Dr. ENGLISH: My own personal view is in accord with that. I do not believe 
one could effectively control prices by a price control board. 


Mr. ALLMAND: Some people have suggested a prices review board, that 
would not control but would make people explain prices, such as this committee 
does. We bring witnesses before us from manufacturing, wholesale and retail 
levels and we ask them to explain their prices and costs. 
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Dr. ENGLISH: This is all right. It is the sort of thing that the Economic 
Council is able to do also and has been doing. Prices, as I am sure is well 
recognized, are a surface phenomena that reflect a lot of different kinds of forces. 
Some of these are general demand forces which create inflation in wartime and 
sometimes in peacetime because demand exceeds supply. 


In other cases, the price phenomena is the result of individual wage or price 
pressures resulting from the lack of completely competitive markets. There are 
two very different kinds of sources for price increases. What you are saying, 
when you are thinking of a price review board, is that this body would be 
concerned with all of the economic phenomena that arise to cause price increases 
or difficulties, and then you are back again to the Economic Council. To focus 
particularly on prices seems to me to be a little artificial. 


Mr. ALLMAND: With respect to packaging gimmicks and sales promotion 
methods, all the criticisms that you have brought this morning we have put to 
most of the witnesses in the trade who have come before us. All of them have 
said that the only reason they have these things is because, when one competitor 
went into them they found they began to lose business if they did not. We had 
Gerbers and Heinz who came. Heinz said they tried to stay in tins in baby food 
and Gerbers had gone into jars. Heinz found their sales were falling off so they 
had to go into jars to bring the sales up again. 

Last week, one of the soap companies told us they had tried to put out a low 
cost detergent called Four Square, which had no gimmicks and which was in 
standard sizes, with an even number of pounds in each pack, one pound, two 
pound, four pound. And they found it would not sell and the people were 
buying the fancy package instead. 


Another witness had a product called White Breeze and another called Blue 
Breeze, They took the towel out of the White Breeze and immediately the 
sales fell down while those of Blue Breeze stayed at the same level. 


What all these people were trying to tell us was that the consumer really 
wants these things, and that the consumer expressed the choice, when they were 
given that choice on the market, for the fancy product or the product with the 
gimmick and so on. 


I am suspicious of these things, but these witnesses have had facts to 
counteract our criticism. Now, what is your comment about this? 


Mrs. W. M. Auld, National Director, C.A.C., Chairman, Consumer Problems 
Committee, Consumers’ Association of Canada: I would particularly like to speak 
about the incident of Four Square. Unfortunately, I was en route here and I have 
not really seen the accurate transcription of this, but I feel I should tell you my 
personal involvement in it. We heard from the Consumers’ Association at na- 
tional, that this product was to appear and we in the west alerted our members 
and said that when this comes, this is our opportunity to support standard size 
packaging. You might be interested to know that it did not ever appear in the 
west; it was sold only in one small test market, in London, Ontario. 


Mr. ALLMAND: That is what they told us, but they said that wherever they 
sold it on the test market—in this case in London, Ontario—which was the only 
test market—it did not sell. 


Mrs. AULD: Did they tell you how much they spent on advertising? 


Mr. ALLMAND: Yes, they did, but I cannot remember this figure. They said 
that whenever they launched a new product—and this is reasonable—they have 
to try a test market because to produce for the whole country would be rather 
expensive in the case of a new product. They said that they tested two products 
—Four Square in London, Ontario and another product in British Columbia. 
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Mrs. MacInnis: Surf. 


Mr. ALLMAND: A special kind of Surf called Square Deal. That and the other 
product called Four Square were tried in these test markets and they found very 
few people bought it so they had to take it off the market. 


Mrs. AuLD: I feel that I cannot comment on this because they really have 
much more material than I have. But other competitors are presently putting 
detergents up in 5-pound packages in quality packs and I think this has some 
bearing. If you look at our bulletin, of which there are some copies here, you will 
note a number of them are available now in even five pound packs. I think this 
has some bearing. 


Mr. ALLMAND: Several of the detergents people had detergent in a sort of 
plastic bag, much cheaper than the detergent in the pack. I admit I have seen it 
in the supermarket myself and it is rather cumbersome for the housewife to open 
and close it and deal with it but it is much cheaper. People say they have a very 
difficult time marketing this type of detergent in the cheap, cheap container. 


Mrs. AULD: You may be interested to know that I have been looking for this 
in Winnipeg, to try to find it. One of the problems they have to deal with and 
which exists is the problem of retail resistance. I admit it is a bit cumbersome 
to stand it on a shelf and the retailer really wants the package. 


There are two things we have to bear in mind. Sometimes the consumer is 
not honestly given an opportunity for a very long time to get something, because 
there is this retail resistance and I do not think this is always recognized. 


Mr. ALLMAND: What is your opinion of private brands, as opposed to 
national brands? 


Mrs. AULD: As an association, I think perhaps we have not done any testing 
of private brands of detergents. We feel that as far as consumers are concerned, 
and we have consistently said so, they should be good shoppers and they should 
be willing to try the cheaper products. We feel they should not always buy the 
one product, that it is their duty as purchasers for their homes, to do what they 
would have to do if they worked for business, that is, they would have to try 
different products. We think that if private brands can give the consumer a 
better value for the dollar, the consumer should consider this. Does that answer 
the question? 


Mr. ALLMAND: Yes. However, I want to know whether you did any actual 
testing on the private brands. In the case of fruit and vegetables, where you have 
fancy, choice, and standard quality gradings, you will find the fancy quality ina 
national brand standing side by side with the same in a private brand, but the 
national brand will be five to six cents more expensive. I have been trying to 
test them myself. It is true that both seem to be a good product. I am not in a 
position to tell whether one is better than the other, although there may be some 
preference as to taste. I wonder if your association has done any testing? 


Mrs. AuLD: I do not think we have. We have not been able to go into much 
food testing. Another thing you could bring out is the little known brands as 
opposed to the national brands. There are national brands, private brands and 
little known brands. In our own area in Winnipeg these little known brands 
are sometimes merchandised, not by large supermarkets but by smaller inde- 
pendent stores, to the great advantage of low income consumers. This is some- 
thing which I had brought out very strongly last week when I was speaking to 
a low income group. They commented that they could no longer afford to shop 
in a supermarket, but that there were special stores, competitive stores, in their 
area with managers who had their best interests at heart and who were 
producing, and providing for them, little known but good products. 
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Mr. ALLMAND: In your magazine, do you mention the names of little known 
brands, if you feel that they are good products? 


Mrs. AULD: We have not, up until now, but I may say that we are giving this 
very serious consideration at this time. This is something which has really been 
brought to our attention by the hundreds of letters which have come in, and we 
have done quite a lot of work at local levels across Canada. We have asked our 
local organizations to get close to the problems in there regions, and we do find 
that there are regional problems. 


For example, I am surprised to find in the area where I come from that you 
cannot buy anything but red or blue brand beef in a supermarket. I understand 
that this does not apply in Ontario and Quebec. However, in Winnipeg, the meat 
counter is the pride of the supermarket. Supermarkets wish to have a very fine 
meat counter because this is the backbone of their business. They are concerned 
about bringing in brown and commercial grades of beef, because they feel that 
perhaps they will have problems with it. These grades of beef are nutritious. The 
officials of the Department of Agriculture say that they are nutritious, have good 
protein value and that there is nothing wrong with them. They are Government 
graded. But we cannot get them in supermarkets in Winnipeg. 


Therefore, many people who are in an area where only a supermarket exists 
are deprived of the opportunity of getting better value for their dollar because of 
the corporate chains’ national policy of carrying only the blue or red brand beef. 


Mr. ALLMAND: That is all, Mr. Chairman. 


Senator CarTER: Mrs. Auld, perhaps I might just continue where Mr. 
Allmand left off. Does your Association provide labels similar to Good- 
housekeeping labels, which would mark a product for the consumers so that such 
products would have your approval? 


Mrs. AULD: No, we do not, sir. 
Senator CARTER: Has the Association given any thought to doing so? 


Mrs. Autp: I do not know whether you realize how closely this type of label 
is tied in with advertising and very high cost testing. You know that we are just 
a volunteer organization with a very limited budget. We are concerned about this 
kind of label which is tied to advertising. We feel that the independent test is the 
better way, and we just hope that we can get enough members to be able to do 
some more testing of this kind. 


Senator CARTER: I would like to be clear on that. You do not think that the 
Goodhousekeeping label is a good thing from the consumer’s point of view? 


Mrs. AuLtpD: I think that it is a bad thing, in a way. I think that sometimes 
people count too much on that type of label without putting enough effort into 
the purchase of the product to find out what they are buying. 

For example, last week I processed a letter from the Maritimes in which a 
lady said that she bought a certain product, which I will not name, because it had 
this particular label. Well, she has had nothing but trouble with the product. In 
answering her letter I suggest that she write to the organization who guaranteed 
the product, because, obviously, she depended more on them than on really 


researching the product herself. She felt that the guarantee they had offered 
really was not worth much. 


Senator CARTER: I was thinking of the little known brands to which you 
were referring when you were answering Mr. Allmand’s question, because the 
consumer might be reluctant to buy an unknown brand. If the consumer has 
never heard of a brand and does not know much about it, he will probably 


conclude that he had better not experiment with it and, therefore, he will not 
buy it. 
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Mrs. AULD: Many times it may be just 15 cents, 30 cents, 35 cents. I think 
the consumer really has to do just a bit of work, because even though we tested 
it, there is still the question of individual taste. You and I know that I might not 
like the same quality of peaches that you like. I think that individual testing in 
this regard is really quite important. 

Senator CARTER: I gather your funds are rather limited for your Association 
so that you could not indulge in advertising on behalf of the Consumers’ 
Association. 

Mrs. AULD: I guess we are one of the groups in Canada who owe a great deal 
to the advertising which the press gives in its news coverage. We are grateful for 
that, but as for advertising ourselves, you are quite right, it is too expensive for 
us. 

Senator CARTER: You mentioned that there was retailer resistance to the 
large, 5-pound size packages of detergents. You suggested that this probably had 
an effect on the consumers’ chance to buy them. 

Perhaps some other witness would like to answer this question, but have 
you any knowledge of individual cases where shelf space has been rented to 
certain manufacturers or processors? 


Mrs. AULD: I can tell you one place that I have been told of, but I must say 
that I have not been able to check this out. This information comes to us only 
from a letter and I suppose that is hearsay evidence. However, I was rather 
shocked at something I saw in an Ottawa store yesterday, when I was doing 
some purchasing for the Committee hearing. People write to me to tell me that 
they cannot see the charges going up on the cash register because there are 
magazines in the way. Coming from the West, I really did not know what they 
meant until I went into a store yesterday. I gather that this particular selling 
device, which, is used for magazines, is rented to another outside agent by the 
store. The result is that the consumers, coming along with loads of groceries, 
cannot see the cash register properly. 

A great complaint is that when there are specials they often are not marked 
on the cans, because this is an expensive thing and the retailer does not want to 
put two markings on his merchandise, so that often the merchandise is not 
marked. We have dozens of letters coming in telling about this situation and 
suggesting that the stores are being deceptive and are advertising goods for sale 
and then putting goods out unmarked and charging more for them. I do not 
really go along with that. I think it is a clerical error. The clerks do not know 
what is on sale. They should, but they do not always. 

In the West, the corporate chain policy is that the clerk must call out the 
price and the cash register must be in full view of the consumer so that she can 
check every item as it comes out, and the clerk handles the items. This is her 
responsibility. Each consumer is supposed to stand there to see that she is 
charged the correct amount. 

I have wondered about this problem reported from Eastern Canada, and I 
could not really understand why consumers could not look at the cash register 
until I went into this store yesterday in Ottawa, when I was so shocked. 


Senator CARTER: Well, this particular shelf that was rented was rented to 
Magazines. 
Mrs. AULD: Yes. 


Senator CARTER: I was referring to the ordinary shelf where the food 
displays and consumer articles are. 


Mrs. AULD: Perhaps Dr. MacFarlane could answer that. 
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Dr. David MacFarlane, Professor of Economics, McGill University: I believe, 
sir, that the testimony given by Steinberg was to the effect that a sizeable 
part of their total advertising outlay is really, in effect, a contribution from, 
essentially, makers of national brands. I am just citing from memory, but 
I would ask you to check back to see if that is not in the Steinberg evidence. 


Senator CARTER: I asked the question because I do not recall any of the 
companies that have appeared admitting that they actually rented space. We 
have asked that question practically every time, but I do not recall anyone 
having admitted that they actually rented space on a retail shelf. 


Co-Chairman Senator CROLL: My recollection is the same as yours, Sen- 
ator Carter. They have all denied it. 


Dr. MacFar.ane: It gives the same effect. If some part of their total 
advertising outlay is in one way or another met by national brands, it is in effect 
a rental, call it what you will. 


Senator CARTER: May I ask another question. Perhaps Mr. English will 
answer this one. You would like to see these gimmicks curbed or eliminated if at 
all possible. That goes for all premiums, in-pack and on-pack, coupons, promo- 
tional gimmicks and so on and so forth. Your argument is that they add to the 
cost. If we could find some means of eliminating them altogether by regulation or 
by law, how could we ensure that the savings would go to the consumer? 


Dr. ENGLISH: Well, I think the point is very well taken. Of course there are 
two or three things to consider in this regard. We think we can see the problem 
and how to achieve a solution. The result was simply to increase their profits 
and if their profits are known—and they should be known because I think in 
most cases of this kind of business they are knowable—it is a source of embar- 
rassment if the public find out they are making much larger profits which were 
in fact being hidden by promotional activities. Many of them feel that promo- 
tional activity does not get them very far and they would like to be relieved of 
this in many cases. That is one of the reasons for the implication that they are 
getting larger profits, they are getting rid of costs but at the same time have not 
reduced prices. As a secondary consideration they require less tariff protection. 
If you reduce tariff protection at the same time as you reduce their costs through 
limiting promotional activity you will achieve this. 

Co-Chairman Senator CROLL: The Economic Council in their report men- 
tioned this question of tariff protection. Let me follow what you have been 
saying by asking your views on this point. We have had evidence before the 
committee that a great number of people go for these gimmicks. Now, have you 
any idea of the cost of these stamps and these gimmicks? Can you give us an idea 
of the cost percentagewise? Have you made any attempt to find this out? 

Dr. ENGLISH: There is no general answer to that because they are used more 
extensively in some products than in others. You can see the difference in 
American sources; the difference is 20 per cent for breakfast food cereals and 3 
per cent for certain meat products. It is not a consistent thing. 

Co-Chairman Senator CrRoLL: But can you come up with a general figure? 


We have heard that these add two to three per cent to the cost of food. Have you 
any ideas on that? 


Dr. ENGLISH: I think they add a lot more to the cost of some foods than 
others because they are used more widely in some than others. There is no 


general answer that would have much meaning because certain lines of produc- 
tion do not use them at all. 


Co-Chairman Senator CrRoLL: I am building up to ask this question; if it 
costs 2 or 3 per cent— let me put it this way; one witness before us said “If they 
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want to play games, give them games to play,” but those that want the 3 per 
cent, why can’t they have the 3 per cent? What is your view on that? 


Dr. ENGLISH: I think the problem is one of doing anything we can to inform 
the consumer. In effect we have a very haphazard system of consumer informa- 
tion on this. If you compare the whole range of products which the consumer 
buys, you find a very wide variety and some products lend themselves to 
promotional activities more than others. For those that do not, the tendency is 
not there to rely on informing the consumer but on persuading him to buy these 
devices. Of course the producer may not always gain by this because they all do 
it—they have to do it to stay in the market with the others. To me there does not 
seem to me to be any way of reducing the heavy burden in these lines without 
some formal limitation. I think we are moving into the situation where we will 
have to impose some tax limitation on selling activity. 

Co-Chairman Senator CROLL: The cost of these is passed on to the consumer 
in the final retail price. This has become evident to the members of the com- 
mittee. What is your view as to the extent to which prices are increased by this? 

Dr. ENGLISH: In some cases it will be 20 per cent and in others it would be 5 
per cent. In other cases it would be 1 or 2 per cent—it depends on the product. 
On most consumer goods I do not think it will be more than 5 per cent. 

Co-Chairman Mr. BAsrorD: Going back to the question of promotional 
gimmicks, the Stewart Commission in regard to stamps said that the purchaser 
should be allowed a cash rebate on price? 

Dr. ENGLISH: I think this is fine, if you can achieve it. But I think the 
evidence cited here about Breeze and other things indicates that from the 
producer’s point of view he gets more results from the gimmick than from the 
cash rebate. If you can engage in a massive consumer education program, I think 
more money should come from government towards the cost of consumer re- 
search. Think of the millions spent in this? In the United States $2 billion are 
spent on this kind of activity. How much can the Government put out to 
counteract that? I am tending towards the view that some kind of formal 
limitation on what can be deducted from taxes for promotional activity will have 
to be considered. The consumer is not given a great deal of choice. You don’t get 
as much attention paid in advertising to the rebate as you get to the towel. From 
the individual producer’s point of view it is quite impossible for him to make the 
break from the practice. It is difficult for him to say “I am going to be the one to 
break the practice,” particularly if the rest are going to continue. That is why in 
my view we are moving to the position where we will have to limit tax free 
promotional activities. 


Professor R. E. Olley, National Director, Consumers’ Association of Canada: 
I would like to read a quotation from a speech made by Mr. R. D. Wolfe, 
President, The Oshawa Wholesale Limited. He was referring to supermarkets 
when he said, “Many offered as additional incentives, prizes, premiums and 
contests and ensured that all would be aware of these attractions by saturation 
advertising in all local media.” This supports the point Dr. English was making 
that very often the consumer does not know about the alternative of lower prices 
because most of the producers are drawn down to the lowest common denomina- 
tor in this regard. They cannot afford to let their competitors have the one jump 
ahead. 

Co-Chairman Mr. BAsrorp: I take it you regard the Stewart recommenda- 
tions as minimal? 


Dr. ENGLISH: I think they probably expect too much. 
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Dr. MacFarLANE: On the question of gimmicks, I think it is quite clear that 
many of these things are ending the competitive framework for the food distri- 
bution food industry. The gimmicks are clearly non-competitive and I think it 
would be within the competence of this committee to say that it believes in a 
competitive market and to recommend that something should be done to abolish 
certain of the more notorious practices. 


Mr. UriE: I had a supplementary question I would like to ask with regard to 
the comments by Dr. English. This is not intended to be critical, but looking at 
page 13 of your brief you say “The repeated expenditure of large sums on 
advertising and other promotional activity serves to raise barriers to competition 
by new producers and distributors and to stabilize the relative shares of the 
market supplied by particular suppliers.’”” Now I would have thought, and you 
can correct me if I am wrong, that this would have tended to direct the consumer 
to the larger advertisers and therby even further limit the possibilites of the 
smaller firms coming in, unless, of course, you intended to say there would be a 
blanket sum of ““X”’ dollars permitted to be expended on advertising promotion 
by anybody in the industry. 

Dr. ENGLISH: Something like election expenses, is it not? 


Mr. URIE: Yes. 
Co-Chairman Mr. BASForD: We do not want to get into that! 


Co-Chairman Senator CROLL: All I can say is it would work about the same 
way. 

Dr. ENGLISH: I think there are two types. From Professor Olley’s remarks, I 
think I should make it clear that there are two types of promotional activity 
here. One is the whole range of gimmicks—cents off and this sort of thing— 
which could easily be banned, I think. That is the obvious solution to that. In 
fact, in some cases they are moving in this direction now—in the case of cents 
off. The other sort of thing is advertising. In the case of advertising it is clear 
that it serves an informational purpose, but I do not think you should draw too 
big a distinction between advertising and the other, because it favours the larger 
producer, and what you want to do is not to cut out all advertising but to limit it 
in such a way that the potential newcomer has a chance of overcoming the 
enormous advantage that the established firm has. This is also good in prompting 
the established firm to be more competitive. 


Mr. Urie: How do you limit it? 


Dr. ENGLISH: By setting a limit on the amount to be deducted from income 
tax. 

Co-Chairman Senator CrRoLL: Let us consider that—by setting the amount 
you can deduct from income tax. From the evidence we have gathered here, it is 
my impression you could set any amount you liked with respect to deductions 
from income tax, and in order to carry on their promotional activities they would 
spend the rest on their own and add the cost to the product. That has been my 
reaction to the evidence here. : 

Dr. ENGLISH: Yes, if they can. There are other ways of limiting the amount. 
After all, you are suggesting they can raise prices indefinitely. If that is the case, 
we have a real monopoly situation, and that calls for tariff reductions, and so on. 

Mr. JoYyAL: A price raise would reflect the demand push or pull all the time. 

Dr. ENGLISH: Well, that is another factor. 

Mr. UriE: I do not think, with respect, Dr. English, you have really an- 
swered the problem. If, for example, a new company called “X” wants to enter 
the market and it has $300,000 to spend on promoting its products in the first 
year, are you suggesting that of that $300,000 it has it should be limited to 10 or 
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20 per cent for purposes of promoting; and that its competitor, which has been 
in business for a long time and has $2 million set aside for the same purpose, 
should be limited to 10 or 20 per cent of this $2 million for purposes of 
advertising? That seems to be putting it right into the hands of the large one. 


Dr. ENGLISH: You do not need to design it that way, but in terms of the 
amount which is free of this kind of limitation. If you set that limit at 
$500,000—and this is a large amount of money, and I am not suggesting that is 
appropriate, but if you do, the man with $2 million would certainly be affected 
more than the newcomer. 


Mr. URIE: That is exactly what I was driving at. 


Senator CARTER: I have two more short questions. You mentioned, Professor 
English, about the impact of our income tax structure on the real income of 
people within certain income brackets—that it weighed more heavily on some. 
You implied there should be some sort of adjustment in our income tax struc- 
ture to offset that. Could you give a little more detail as to what you have in 
mind? 

Dr. ENGLISH: Perhaps Professor Olley would answer that. 


Professor OLLEY: What we had in mind was—if I can start a little behind 
your question—that it is difficult to say precisely what are the principles of 
public taxation, but evidently they are a combination of ability to pay and ability 
to extract in some way. One of the principles which seems to be embodied in our 
tax structure is that every citizen of the country is entitled to certain sorts of 
minimal amounts of income free of tax, beyond which he will begin to pay a 
progressive rate of taxation. It seems to be combined equity and ability to pay in 
some sense. When the tax exemptions were set up they were set up in an 
environment in which the structure and prices were at one level. The level of 
prices has risen while the tax structure has remained unchanged, which means, 
in effect, what is creeping into the taxation system, and is creeping in without 
being noticed, is the idea that the minimum level of exemption should be 
steadily reduced in real terms. In other words, the quantity of goods the $1,000 
basic exemption would have bought back in 1949 is now reduced, in terms of 
1949 goods, to something like $640. We are, in effect, saying, or the tax structure 
is, in effect, making us say, that we are willing to reduce that basic exemption to 
which we feel all people are entitled for the reasons the Canadian Government 
holds or has held. 

The appropriate revision, to correct back to the original real exemption that 
was intended, would be to increase the basic exemption so that the real 
buying power of the basic exemption would be the same now as at the time it 
was introduced, if, in fact, it is our intention to maintain that degree of tax 
equity in the structure. To do that would be fairly simple conceptually, but 
mechanically difficult. It would be a simple solution. All the tax people would 
have to do would be to calculate the appropriate change in the exemption to 
restore the real purchasing power of the exemptions to that which they were at 
the time they were originally struck, and set up new tax schedules. 


Senator CARTER: You are saying you would increase the basic exemption by 
the equivalent of the rise in the cost of living? 


Professor OLLEY: Yes. 


Senator CARTER: But I do not see how that would take care of the problem 
that you cite in your brief—and you give two examples there—because it does 
not matter at what level you set it, because the problem arose from the fact that 
the increase in the price level was faster for some income groups than their 
increase in real income, and no matter what level you take, that would obtain. It 
is the change in the price structure that causes the problem. 
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Professor OLLEY: I think you have two problems here. In the first place, 
there is the question of the maintenance of the original intent of the tax 
exemption structure. We may or may not wish to maintain that as a nation, but 
it is my view that our thinking about those exemptions has not changed, and we 
still do feel there are certain exemptions to which people are in some sense 
entitled. The real value of those exemptions has now changed. The points I made 
earlier apply to that question. 

The other question I think you are also raising is that there are some groups 
of income earners who find their incomes rising at different rates from other 
groups of income earners. That is to say, people who earn incomes from indus- 
tries whose wages are highly price sensitive—either unionized or because work- 
ers are highly mobile—their incomes rise more rapidly than those of people in 
less price sensitive industries. 

Senator CARTER: The group you refer to in your brief is that particular 
group whose income did not keep pace with the rise in prices because of the tax 
structure. 

Professor OLLEY: But that is only one problem. That problem can be cured. I 
think that problem could be cured by—I am not sure of the mechanics within the 
Government, but by a change in the basic deductions permissible under the 
Income Tax Act. The other problems, the problem of income earners whose 
incomes do not rise as rapidly as the price level for some reason or another or 
whose increase has come after a considerable lag, that is a separate problem and 
not one I am sure we can do anything about in a direct legislative sense. If the 
economy were perfectly competitive in every sense of the word, if all workers 
were mobile and perfectly informed and through their training were perfectly 
transferable between jobs, there would be no workers of this kind. But, of 
course, these criteria of perfect competition does not apply, and that problem of 
increasing mobility and the generality of skills is in the province of the Man- 
power Department and not of the CAC. 


Mr. O’KEEFE: Dr. English, do you know that some of the larger American 
supermarkets, particularly Safeway, have decided to abolish games, gimmicks, 
stamps and all that kind of thing? 

Dr. ENGLISH: Yes, I happened to read in the Montreal Star last night— 


Mr. O’KEEFE: I understand that this was brought about by the boycotts and 
effective consumer groups, such as this? 

Dr ENGLISH, Yes. 

Mr. O'KEEFE: Have you any comments to make on this? 

Dr. ENGLISH: As you know, the consumer protest movements in Canada 
were not at first associated with the Consumers’ Association, although many of 
our locals have co-operated in the protest movement. But, I would like to say 
that the protest movements have been quite effective in causing the distributors 
to think again about some of their practices, and more effectively so than some of 
us would have expected earlier. I am very pleased to say that the consumer 
protests have been working out so well. I hope this encourages them to go on, 
and to support the work of the C.A.C. in the longer term. I would like to say that 
because I think it is important that we relate ourselves to that particular activity 
which has been so effective, and which we have supported in our local organiza- 
tions. 

However, I think it is important to understand that consumers, like every- 
one else, just cannot constantly be at protest meetings, and that is why we have 
legislation and other government action to ensure that certain practices do not 
come creeping back in when you look the other way for a while. This is a 
relationship I would like to establish. 
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Mr. O’KEEFE: I would like to know what will happen to the value of those 
games and gimmicks. Do you think it will be passed on to the consumer? Have 
you any way of ensuring that, in your group? 


Dr. ENGLISH: I think there is a good chance that a lot of the benefit will be 
passed on. I noticed in the article in the Montreal Star of last night that there are 
two paragraphs, one following after the other, which are rather amusing. The 
first one says referring to the games: 


“They’ve run their course,” said Robert A. Magowan, Safeway chair- 
man. “We don’t think they have raised prices, but if the housewife thinks 
that, we won’t fight her.” 


Then on the next one says: 


Purity Stores Inc., an 84-store chain in northern California, dropped 
its sweepstakes games earlier, and offered a choice of blue chip stamps or 
a cash rebate of slightly more than 15 cents on $10. 


That seems to be a clear refutation of the statement by the Safeway 
chairman. This is, I think an encouraging sign, and I hope it becomes more 
general as time goes on. 


Mr. O’KEEFE: On page 2 of your appendix, in talking about those same 
gimmicks, you say: 


For the industry as a whole they do not increase sales, but add to 
costs and limit consumer choice. 


Have you any proof of this, because we were told the very opposite? 

Dr. ENGLISH: Where is that? 

Co-Chairman Senator Crow: Is it on page 2 of the appendix, Mr. O’Keefe? 
Mr. O’KEEFE: Yes. 


Dr. ENGLISH: I have some thoughts on that myself, but perhaps Mrs. Auld 
would like to speak to it. 


Mrs. AULD: I did not get the question; I am SOrry. 


Dr. ENGLISH: The question is: Do we have any proof of the statement here 
that gimmicks as a whole do not increase sales but add to costs and limit 
consumer choice. 


Professor OLLEY: May I speak to the question? 
Co-Chairman Senator CROLL: Yes. 


Professor OLLEY: The point we were making—and this is a point on which 
the U.S. National Commission on Food Marketing has spent considerable 
time—is that during the time that the American supermarkets’ methods of 
merchandising food were being finalized it was possible for any given supermar- 
ket and the supermarket industry as a whole to increase its sales through the use 
of all sorts of things that attract customers away from the more traditional 
_merchandising media. However, once the bulk of food merchandising is concen- 
trated in the hands of the supermarkets then it is no longer possible for that 
industry to increase its sales through the use of gimmicks. I believe that the U.S. 
commission came up with a similar conclusion. It is not possible for any in- 
dividual supermarket to increase its sales through the use of gimmicks because 
if the gimmick works then every other supermarket will use it, and that will 
Simply offset whatever gains that supermarket made from the gimmick—that is, 
if all the supermarkets use the gimmicks, 


The gimmicks, of course, have costs, and these costs are somewhere recov- 
ered in the structure of prices that the consumers have to pay. So, when the 
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industry’s costs go up with no gain in sales, or a very insignificant gain in sales, 
then these costs must be handed on to the consumer if the supermarkets are to 
remain in business and earn reasonable profits. 


Mr. O’KEEFE: That is an answer, but it does not completely satisfy me. On 
page 5 of your appendix, in connection with the retailer, in the second paragraph 
you say: 

He then makes up the losses on less sensitive items, often staples 
which loom large in the budgets of poor people. 


Have you any instances or proof of this? 


Mrs. AULD: We have received from across Canada many inquiries about this. 
It is felt by many consumers that when the advertisements come out on a 
weekend—and some of the people have pointed this out to us—that often the 
staples that they are interested in are not included. 


Mr. O’KEEFE: Would you mention two or three staples? 


Mrs. AuLD: Well, one of the things that has kept coming in and coming 
in—and I really cannot answer this because I have not the background knowl- 
edge available—one of the products that has been mentioned, I suppose, 20 times © 
in the letters I have received is rolled oats—just ordinary cooking porridge oats. 
I have not got the price details at my hand, but I have found from the letters that 
come in that there is an agreement among them. One woman pointed out that 
they were 42 cents for five pounds in 1961, I think she said, and they are now 83 
cents. If you look at the D.B.S. figures with respect to corn flakes and some of the 
other cereals you will notice that they are not really going up by as much as that. 
The consumers want to know about this. 

One woman has written in to say—and this points up another question, if I 
may speak to it—wanting to know how much she is paying in the price she pays 
for ordinary rolled oats of the promotion costs of instant oats, and all these new 
sorts of developments that have come on the market. 

We have no access to this sort of information, but there is a very deep-seat- 
ed feeling among many consumers that this is happening. They talk about flour 
and ask what has happened to the flour prices. Of course, we are selling a lot of 
wheat, as you know, but on the other hand it is interesting to note that the prices 
of other products have not gone up as well. They are asking: Is our milling 
industry efficient? Are we getting full productivity out of the milling industry? 
Is the productivity in respect of rolled oats decreasing? Is it because that rolled 
oats are not popular that we have gone into prepared breakfast cereals which are 
now getting all the attention in the advertisements? Have the manufacturers of 
rolled oats found themselves in a declining market to the point where they are 
no longer producing an efficient product? 

These sorts of things affect the lower income consumer, and some of these 
people who have been in the protest group in our area comment on the very 
great increases in macaroni in the brown box, as they keep saying. This is not 
advertised. It comes in five-pound and ten-pound boxes. The consumers are 
disturbed about the increase in price of this product. They cannot help but have 
the feeling that somehow or other it is connected with the promotions of other 
more fancy product lines. 

We talk about the dollar being a vote. This is a slogan we use in our 
organization. We say: ‘Use your dollars wisely. Vote for the product which you 
want to win. If you keep voting then this is what will happen’’. But, if you look 
at it from the point of view of the low income consumer then you will see that he 
has not as many votes as the affluent consumer who can wheel his shopping 
basket up and down the aisles of the supermarket, pouring everything into it. 
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The affluent consumer has got the votes, but what happens to the low income 
consumer. He has not got the votes in dollars sufficient to keep his product on the 
shelves. 

Then, we have this kind of thing. This is a product which I use in my own 
home. I like it. It is Borden’s Hot Chocolate. The price of this product is 69 cents 
for one pound. Now, in a small store, not a supermarket, in my area a gentle- 
man brings it in for his customers and it is two pounds for 49 cents—one pound 
for 69 cents, two pounds for 49 cents. 


Mr. O’KEEFE: The same product, the same brand? 


Mrs. AULD: I can hand it to you. It is Borden’s Instant Hot Chocolate. I have 
not discussed it with Bordens, but it seems to be the same thing. It is a good 
product for low income families, because it is not like one to which you have to 
add milk, but you add water. This is a low income family need. I have shown this 
at various meetings, and people are shocked and say, ““‘Why can’t I get it? There 
is not one supermarket in our area which has seen our product.” Perhaps it is 
because the customers like the canned one. 

Now, we have to have the five pound package of oats which is rapidly 
disappearing in favour of the three pound box. Before we talked about the soap 
falling over, and other things, and this business where we have a box as I am 
showing you. This is Lipton’s Chicken Noodle soup, which used to come in a 
little package on the shelves, and we think it is less expensive, and we can’t 
believe this outer carton is necessary. The retailer says that it takes up more 
self space. He says, “Don’t ask me to put in another line, don’t ask me to put in 
instant cocoa, because I have already put in the other one.” But look at the 
packaging magazines. They say, “This is the package for your product, it takes 
up twice the space on the shelf and gives you twice as much room for you to 
look at.’”’ We have big boxes coming in, more expensive like this one. 

Mr. O’KEEFE: What is the difference in those two sizes? 

Mrs. AULD: This is the one we like, 12 ounces, 12 biscuits (Nabisco Shredded 
Wheat). I was shocked when I came to Ottawa, because we haven’t this new size. 
We now have 18 biscuits weighing 15 3/4 ounces. It is a smaller biscuit, even 
though the picture remains the same—note closely. The box is bigger. You think 
it is a giant economy pack, but it costs more per ounce, more per biscuit even 
though the biscuit is smaller. I just don’t know what they are doing to us and 
how they are trying to confuse us. There are all sorts of merchandise tricks that 
bother me. 

Mr. O’KEEFE: I notice some tinned salmon— 


Co-Chairman Senator CROLL: Let us not get into that for a moment. Are 
there any more questions? 

Mr. O’KE£FE: There is one more. Do you not think it would be perfectly fair 
that the consumer take some responsibility? 

Mrs. AULD: Absolutely. 

Mr. O’KEEFE: For instance, even in the rolled oats business on the same shelf 
you see the ordinary rolled oats which must be cooked overnight, and also the 
other which is ready for breakfast in the morning. 

Mrs. AULD: I would really like to challenge you on an income level. I am not 
talking about the affluent consumer, because I think the affluent consumer is able 
to look after herself in the market, but I found that I really learned a lot last 
week when I spoke to a group of consumers. They certainly taught me things. 
There was not one in that audience who didn’t know about that five pound bag of 
Oats, and they knew where to get commercial brand meat. These women are 
good shoppers because they have to be, and we just need to help them get more 
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information because it is not getting down to them. They need help, help from 
the Government. When we have products that are going to be in big supply, let 
us get it right down to their level where they can take advantage of it and not be 
guessing as to what they should buy. 


Mr. O’KEEFE: One last question. Have you any evidence to suggest that 
prices are now being maintained by agreement? For instance, I went shopping 
this morning, and I think that I am a fairly careful shopper, and I am proud of Tt. 
I went to a drug store to buy some perfume. I asked if there was any discount, 
and the retailer said no, that he signed an agreement where the price could not 
be cut. They did give me 10 per cent. 


Co-Chairman Senator CROLL: Do you mind leaving that, because there was 
a reference to the committee, and I intend to cover that. Mr. Klein? 


Mr. KLEIN: It seems to me, Mr. Chairman, that what we might be suffering 
from is too much intelligence. Perhaps it is not the high cost of food but of 
intelligence. If I were to put the thing in a single phrase it would seem to me that 
to try to determine who is making a profit and causing a rise in the price of 
food, it would have to be the competition of the consumer with Madison Avenue. 
When I say Madison Avenue, I mean Madison Avenue in all its ramifications, ~ 
which really makes the big profit and causes the rise in the cost of living. I think 
we need to have more common sense to combat the intelligence of the bright 
young men who are employed by Madison Avenue to think up all these gim- 
micks and deceptive advertising. 


There seems to be one angle that is overlooked with respect to trading 
stamps and gimmicks, etc., etc. I am not so much concerned about the other 
aspects, although I am concerned with the added cost of the games to the 
product. But the games and the stamps do more than that, they make captive 
customers, and captive customers reduce competition, do away with competition. 
The person who is seeking a particular colour of stamp is not going to go to 
another supermarket that gives another colour of stamp. Therefore, the competi- 
tion between supermarkets in my view is between stamps and not between the 
products. For instance, you will see a particular brand of tea is the same price in 
all supermarkets, but in one week one supermarket says that with this 
particular brand they will issue 50 stamps, and the other supermarket says it 
will issue 40 stamps with the same brand of tea. It would seem to me, too, Mr. 
Chairman— 


Co-Chairman Senator CROLL: Could you come down to a question, Mr. 
Klein, please? 


Mr. KueEIn: I would like to ask the committee whether it has given any 
thought to the idea that the stamp itself aside from increasing the cost, or the 
game aside from increasing the cost, is actually cutting down competition by 
creating captive customers? 

Mrs. Auup: This is one of the things that the Consumers’ Association has 
always tried to tell the customers. We have made some headway in this regard, 
because we do a great deal of speaking, and this is one of the things we try to 


show people and we are trying to encourage them a little further along in this 
line of thinking. 


Mr. KLEIN: Has any thought been given to the isolated purchases made by a 
person who might go into one supermarket and on an isolated purchase gets 
stamps and throws them away? How many of such stamps have been thrown 


away which actually go to the profit of the stamp issuing company? Has any 
study been made of that? 


Mrs. Autp: I think perhaps there is somewhere. But we worry about this 
and we tell people that if they do have to shop in a store that gives stamps for 
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some reason or other—we hope they don’t, but if they do, they must take the 
stamps and be sure that they are used. We feel this is important. 


Senator O’LEARY (Antigonish-Guysborough): The committee has obtained 
some information on this from several companies in respect of the number of 
stamps not redeemed. 


Mr. KLEIN: I believe it is possible to return trading stamps for cash in most 
cases, is it not? 


Co-Chairman Senator CROLL: Not on all products, not in Canada. 


Dr. ENGLISH: In some cases it is, and this of course is a practice that the 
Consumers’ Association has encouraged people to follow wherever possible. 


Mr. Kirin: I am asking about thousands of two dollar purchases in which 
the stamps should be of no consequence, but when you add those thousands of 
inconsequential purchases that are thrown away, this runs into a lot of money. 

Co-Chairman Senator CROLL: Mr. Klein, the committee has some informa- 
tion on that subject and will have it before it. 

Mr. KLEIN: I want to ask this question. Some reference has been made to 
selling at standardized prices. In order to illustrate this I want to go out of the 
supermarkets and food area, to indicate what develops. For example, when a 
gasoline company increases its price by two cents a gallon, every gasoline 
company makes a similar increase. Has any study been made of that? Surely this 
is an area, gasoline and oil, which has not yet been looked into and I hope this 
committee will look into it. If we think that food pricing is scandalous, I think 
the gasoline and oil companies should be looked into. 

Co-Chairman Mr. BASForRD: It has already been suggested that we inquire 
into the price of tigers. 

Mr. KLEIN: Has any thought been given to why, when increases are made in 
a particular industry such as that, the price is adopted by every single company 
and therefore there is no competition whatsoever. 

Professor OLLEY: There was a study of that kind recently in British Co- 
lumbia, an extensive inquiry into gasoline and oil pricing, which provided 
relevant information on these prices. The report is easily available. 

Co-Chairman Senator Crouu: It was issued by the department less than a 
month ago. 


Co-Chairman Mr. BAsrorp: The witness is referring to a different one, a 
royal commission in British Columbia, the report is available from the provin- 
cial Queen’s Printer in Victoria. 

Co-Chairman Senator CROLL: The inquiry I was thinking of was made by 
our own Combines branch. 

Mr. KLEIN: Was there a finding as to why they all increased at the same 
time? 

Co-Chairman Senator CROLL: They had some observations. 

Mr. KLEIN: Who made the observations? 

Co-Chairman Senator CROLL: The Combines branch. 

Dr. ENGLISH: In the United States, this industry has been considered by 
those who study it and there is what is called price leadership, when one 
company raises prices and the others follow. In the United States and Canada 
this is not an illegal practice at present and it would be very difficult to make it 
illegal, because that sort of phenomena is related to fairly normal competitive 
practices. Price leadership is normal. 
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Co-Chairman Mr. BASFoRD: In your appendix, you say: 
_..We have now had three reports from careful and knowledgeable 
people suggesting that food retailers know the items in the D.B.S. food 
price index, and keep prices low on these, making up the loss elsewhere. 


I find that a very alarming statement, if that is the case. How well founded is 
that statement? 


Mrs. AULD: This is one of the things that come to light when the Press is 
good enough to give us some publicity. We find that individual consumers on 
their own have been carrying on research. Apparently, this lady made this study, 
which I have here. She became suspicious of the D.B.S. index back in 1962 and 
decided that while it may be talking the Government it was not talking her in 
her food budgeting. 

She wrote to the government and got their list of prices. Since 1962 she has 
been working on this and has sent me her findings and I have them here. 


We have tried to do something on this but as laymen we were told we could 
not do anything, because D.B.S. figures are weighted. She said she found many of 
these products maintaining a level and other things changing. This lady has 
concentrated on this and you are welcome to this study. What it tells her is that 
there is less competition on the ones on the list. If a cut of beef is on the list, it 
stays the same. She comments that it is amazing how chuck beef has been the 
exact same price from January 1, 1965 to January 1, 1966. It is the same with 
some of the others. At the same time, all of us notice in the papers that the prices 
seem to run “all over the lot”. These things could only be investigated by a 
statistician. 

Co-Chairman Mr. Basrorp: I would like to give that to Dr. James, whom I 
would call a statistician. (Document passed to Dr. James). 


As you have undoubtedly seen, the members of this committee have con- 
cerned themselves very much with the standardization of weights and packages. 
One of the problems we found ourselves confronted with is that one can have 
standardization either in weights or in package size but not in both. That is to 
say you can have a standard size package in breakfast food or a standard weight 
package. If you have a standard weight package, the size of the package will be 
different, because of the differing density of the product inside. If you 
standardize the pound weight of cornflakes, all bran and cheerios, it will mean 
different sizes of package in each case. 


Mrs. Autp: Yes but I have one example here which really involves the 
Government. We in the west call this exercise: ‘Do you want the small four- 
quart basket, or the medium size four-quart basket, or the large size four-quart 
basket?” 


When you talk about standards, there is one method which slipped through. 
A consumer in Manitoba a year ago bought two baskets of peaches, this one and 
one like this (indicated). She bought them at different times and in different 
stores. Having consumed the contents, she took the baskets out to the garbage, as 
any housewife might. As she did so, she became conscious that they did not seem 
to be quite the same size. She brought them down to us. When we inquired into 
this, we were told at first that it was really a consumer’s optical illusion. 


We were not so sure about this. At that time we did not know how to 
measure but since then we have learned what to do. You put polyethylene inside 
and fill with rapeseed. As I say, we did not know what to do at that time, so you 
can imagine us with our rulers, trying to measure the volume and we did not 
come up with anything by that means. 


Finally, in January of this year, we persuaded the Government inspectors 
that we really were not fooling and we wanted them measured. They picked up 
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four baskets from the trade and the four baskets came back about May. It 
took about four months to get them done. However, they got it done and they 
came back and these are the measurements of the four baskets: 

209 cubic inches 

239 cubic inches 

267 cubic inches 

299 cubic inches 


They should be 270.5 cubic inches. Therefore, the consumer buying by 
volume—which is something we consider should be done—you have to get a well 
packed one to make a buy in a volume pack—when she bought the smaller ones 
she was not getting her money’s worth, as you See. 

In June, we found this occurring again. Finding it once was bad enough, but 
finding small baskets back on the market was irritating. This time I phoned the 
manufacturer. He said he did not have any idea that he was manufacturing too 
small a basket. In fact, he was a little concerned that I should call it “‘the small 
basket’. I referred him to the Government and within a couple of weeks this 
basket (indicated) was produced—which, as you can see, was a bit larger. 

We went on from there and thought we would never see the small one 
again. However, in September we saw it again. This time I brought a Weight and 
Measures man with me and we shopped for this size basket. This basket (in- 
dicated) had four pounds, 124 ounces, at $1.49; while this other basket (in- 
dicated) had six pounds 8 ounces, again at $1.49. 


Senator O’LEARY (Antigonish-Guysborough): At the same time? 

Mrs. AULD: On the same day. This is pretty tough for the consumer. 

Senator McGRAND: Was there any difference in the quality of those peaches? 

Mrs. AULD: I would be something less than fair if I said I thought there 
was. I do not think there was anything on the package that indicated that. 
However, as I was not happy about this, as you can imagine, I took this right 
to the person who packed it and he assured me he had sold me really good 
quality peaches and that they were worth $1.49. How about stores that get the 
small basket sent to them? This is not really fair to them. This happened a 
few years ago in Winnipeg. We had a real rash of this. We honestly did not 
realize that we were dealing with a small basket. We just could not understand 
why the Ontario peaches shipped across the interprovincial border always: 
weighed so much more than the ones packed locally. 

Co-Chairman Mr. Basrorp: Do you know whether those cases were reported 
to the Department of Agriculture and whether any action was taken or any 
prosecutions made under the Agricultural Products Stabilization Act? 

Mrs. AULD: They certainly were reported. 

Co-Chairman Senator CROLL: To whom were they reported? That is what 
Mr. Basford wants to know. 

Mrs. AuuD: We reported to our local government representative. Then it 
came through to Ottawa to their head. I do not think there were any prosecu- 
tions. 

Co-Chairman Mr. BASFrorD: Whose head? 

Mrs. AULD: Was it Mr. Eardley? 

Co-Chairman Mr. Basrorp: Oh! Mr. Eardley. 

Mrs. AuLD: Mr. Eardley of the Fruit and Vegetable Division of the De- 
partment of Agriculture. But the weights and measures people are really the 
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ones who have now taken some interest in this problem. This is an interdepart- 
mental responsibility really, and that is how it slipped by. 


Co-Chairman Mr. BAsForpD: I think Dr. James should check with the De- 
partment and find out what happened in that case. 


Mr. URIE: The interprovincial one, I gather, Mrs. Auld, from what you said, 
was the one closer to the proper size because, apparently, that is under the 
jurisdiction of the Federal Department. Is that right? 


Mrs. AULD: I would like to say so, but at least one of the Ontario baskets 
was 239 cubic inches. However, they did not really ever tell us. They only sent 
us a covering letter saying that we were right. We never did get the information, 
but it will be in the files of the Department of Agriculture. We do think that 
interprovincial commerce was carried on with a basket perhaps 10 per cent less 
than it should have been. 


Co-Chairman Mr. BASForD: I am glad my question brought that information 
out, but that is not the answer to my question, which concerned densities. What 
suggestions or recommendations would you have on what is, to me anyway, a 
very perplexing problem? It would seem to me that you cannot standardize. You 
have to have standardization of either weights or packages, but you cannot have 
both. 

Mrs. Auup: I cannot answer that. Really. I have not got the competence to 
do so. 

Dr. MACFARLANE: It would be pretty obvious to choose weights rather than 
volumes for such things as dry cereals. 

‘Co-Chairman Mr. BasrorbD: The problem put to us by the manufacturers of 
breakfast cereals is that, if you are going to insist that all breakfast foods be put 
out in one pound boxes, they are going to have to have 17 different packaging 
machines putting up 17 different sizes of packages, all of which will weigh one 
pound. Because of the different densities of the products inside the packages, 
the result will be 17 different sizes of packages. 

Dr. MACFARLANE: That is about the number of packages there are now. 

Co-Chairman Mr. BASForD: No, that is not correct. 

Dr. ENGLISH: I think that it would be better to pay for a package not quite 
full, knowing that it had a standard weight, and have fewer sizes of packages, 
than to have 17 sizes of packages on the one hand and a wide variety of weights 
on the other. There should be a compromise. One can have three or four sizes of 
packages and have standard weights as a means of compromising these two 
positions. 

Co-Chairman Mr. BASForD: Another problem I will put to you is that under 
the Agricultural Products Stabilization Act the sizes of frozen fruit packages 
have been standardized, but the weights vary between 9 ounces, 10 ounces and 
11 ounces. They are all the same size packages, but because carrots have a differ- 
ent weight from corn, for example, you have 8 ounces of carrots and 11 ounces 
of corn in the same size package. That is the situation under the Act. To 


standardize the weights is going to make three different size packages rather 
than one. 


Mrs. AULD: I think we will have to give and take a little on this. I do not 
think we can be adamant about this. I do not know if this Committee has looked 
at the soap package sizes, but we just do not understand why in the same size 
box of heavy duty detergent one company has five pounds, another has four 


pounds and a third has four pounds six ounces. It is the same size box that I am 
referring to. 


CONSUMER CREDIT 1825 


‘Co-Chairman Mr. BAsForpD: They say it is cheaper to make the same size 
boxes, because then they only need one packaging machine and one labelling 
machine. Then after they put the product in it ends up with different products 
having different weights and this is their explanation. I would like your answer 
to that. 


Mrs. Auup: Actually, these three products that I mentioned are the same 
product, you see. They are heavy duty detergents. 


Co-Chairman Mr. BASFORD: But their densities might well be different. I do 
not know what specific products you are referring to, but I suggest that this is 
the case. For example, cornflakes has quite a different density from all-bran. 
This is a problem I think the Committee is going to be faced with. There is a 
limitation to the amount of standardization there can be. 


Dr. ENGLISH: This assumes that you have to use boxes to package every- 
thing. Perhaps that is one question that needs to be raised. The Lipton’s case is 
a good one to illustrate this point. If you use bags you do not have this problem. 
You can fold the bag over once and it will make quite a difference in the volume 
that you get into it. If you standardize the weight, people will not know what 
they are getting. 

I think the tendency to use the box is partly creative of this problem. Boxes 
are used for everything, including things they are not appropriate for in terms of 
convenience and cost. I think this is one of the answers. 

Professor OLLEY: May I add a comment, Mr. Chairman. 

Co-Chairman Senator CROLL: Yes, go ahead. 

Professor OLLEY: I think, with all respect to the question that was put, there 
is a bit of a red herring in it. 

Co-Chairman Mr. BASsForD: I want to determine whether there is a red 
herring, because this is what has been put to us. 

Professor OLLEY: Because it applies to inter-product standardization. I do 
not think the C.A.C.’s position has ever been that it wants automobiles and 
ginger ale in the same size package. The sort of problem that gives rise to 
concern is when you go to the pork and beans shelf, for example, and find that 
the package sizes vary considerably. There is a great variety of quarter ounces 
and single ounces between cans, that are obviously used by the manufacturer as 
a means of raising his price per unit of weight without raising his price per unit 
of sale, but which would make comparisons between different brands of the same 
product or different can sizes of the different product very difficult indeed. 

For example, right here, looking at these Nabisco shredded wheat boxes, the 
consumer is faced with these two packages, one being a 15 and three quarter 
ounce package, and the other being a 12 ounce package, would have to be quite 
learned to be able to compare them and get an accurate comparison. If he did so, 
he would discover that the large box was more expensive per ounce. 

We feel that discreet sizes at a significant difference would help mitigate this 
problem; but we do not want inter-product standardization by any means. 

Co-Chairman Mr. Basrorp: Mr. Chairman, I have quite a number of ques- 
tions, but I will pass on. 


Mrs. MacInnis: Mr. Chairman, I am very much interested to see that both 
the brief and the witnesses have expressed great concern over the fact that there 
are low-income groups on whom this whole matter of prices bears most heavily. 
I note that low income groups are not necessarily wage earners. As a matter of 
fact, the Canadian Welfare Council is now conducting a survey into patterns of 
consumer spending and other matters in connection with low income groups. I 
would like to find out just what, if anything, your Association has in mind, other 
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than trying to change the tax exemption, which does not really hit the bulk of 
the lowest low income groups. What other mthods have you for the protection 
of the low income consumer? 


Dr. ENGLISH: Well, I think this is a very difficult problem. I think this is one 
of the reasons we have not been too specific on it. The obvious group which 
comes to mind is the old age pensioners. 


Mrs. MacInnis: Or people on welfare. 


Dr. ENGLISH: Or other people dependent on welfare or transfer payments 
from other sources. The method in the past was a crude one, namely periodic 
adjustment upwards of the payments, and is probably the minimum require- 
ment needed to meet this situation. That is, periodically, there should be a 
review of the meaning, in terms of real goods and services, that the payments 
made to these people involves. 


Mrs. MAcINNiIs: Would you then favour a recommendation that pensions and 
social allowances should be geared to a cost-of-living rise or otherwise? 


Dr. ENGLISH: I think this is hardly an administrative problem. 


Mrs. MacInnis: But does your Association think that this is a necessary 
form of protection for the low income group? 


Dr. ENGLISH: The Association as a group has not taken a view on that 
specifically, because the techniques present real problems. However, I think the 
principle of adjusting the fixed incomes upwards in response to changes result- 
ing from inflation is a principle which has to be adhered to. 


Mrs. MacInnis: Let me be a little more specific. Dr. English, you made 
reference to the consumer branch of the Department of Health and Welfare. As 
you know, they have a food guide in which they set out those elements of milk, 


fruit, vegetables, bread, cereals, meat and fish which are required to make a good 
diet. 


Are you familiar with that? Or perhaps I should direct my question to Mrs. 
Auld. Do you believe these low income groups with today’s prices are able to get 
all the food necessary to ensure a full and adequate diet? 


Mrs. AULD: I am not sure that I can answer that question in its entirety. If I 
cannot, perhaps one of the gentlemen can elaborate. I did endeavour at our level 
to discuss this with the Family Bureau and asked them what they were doing or 
what was being done in this area, because they have families under their care. 
They did indicate that it was very, very difficult at times especially when there 
were four or five children, particularly where milk needs were concerned. Now I 
am speaking not as a consumer because I happen to be connected also with the 
Family Bureau and I know of the concern of the people there. 


Mrs. MacInnis: Some people have said that women instead of buying wisely 
buy frilly things like potato chips and pop or something like that. Have you 
formed any conclusion as to whether low income people instead of getting good 
solid food go off and mostly waste their substance on riotous frills? 


Mrs. AuuLp: As in any other place there is no such thing as an average 
consumer. The group I spoke to last week were perhaps more average of their 
group but I felt very strongly that they did this, and they knew for example an 
apple drink was not as nutritious as an apple juice and that it took twice as 
much to make up the required amount of vitamin C. I think you will realize it is 
difficult to reach some people whether they are affluent or on a low income. It 
isn’t easy sometimes to get across to them. 


Mrs. MacInnis: Have you come to the conclusion as an association or 


otherwise that there was need for supplementing the food or income to get food 
for low income people? 
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Mrs. AULD: Well, I think Dr. MacFarlane could answer this. 


Dr. MAcFaRLANE: In the Montreal Diet Dispensary which works with al] 
welfare agencies and is concerned with low income people who are not of 
necessity on welfare, it was proved beyond any possible doubt that low income 
groups cannot get an adequate diet. If you want a witness to that you can have 
Mrs. Aggie Higgins of the Dispensary. 


Mrs. MAcINNIs: Your association has not come to any conclusion as to what 
could be done about this situation? 


Dr. MACFARLANE: No, the association expressed the wish that there should 
be a Department of Consumer Affairs, and that this should be one of the issues 
taken up. Perhaps because of the lower education standards among the low 
income groups they cannot do as good a job in shipping as others can do. That is 
why it was suggested that there should be a Department of Consumer Affairs 
which would research the situation and provide information as the D.N.H. & W. 
is doing and to emphasize, especially in schools, what is a minimum nutritional 
diet. This is good but it doesn’t go far enough. There are many other things such 
a department could do, but this is one. 


Mrs. MacInnis: Do you yourself believe that for the protection of low 
income groups it is desirable to limit advertising and to outlaw some of the 
abuses in packaging and gimmicks? 

Dr. MAcFaRLANE: It is especially important for low income groups that 
deceptive practices and practices that mislead rather than help the consumer 
should be ended. They are more confused even than affluent people. 


Mrs. MAcInnIs: I would like to say that there has been a great contrast in 
the briefs we have had before us. When manufacturers and processors have been 
before us we have had solid balance sheets and the type of evidence to build up a 
case. Today we have had an entirely different approach. However, the thing that 
struck me is the very great weakness of consumer organizations, and I am 
thinking now of consumer education. I am wondering whether your organization 
thinks that a consumer department could do the whole job or whether there are 
other methods of consumer education that should be thought about by this 
committee. 


Dr. ENGLISH: Can I make a comment on this? It has always seemed to me to 
be well worth while considering giving the kind of support to an independent 
body such as the Consumers’ Association that will enable it to produce a list of 
products available in any particular line with the essential particulars so that 
people could have information on which to make a choice. This should receive 
wide distribution so that people could, as a starting point, see which products are 
in fact lowest in price. This does not mean that one can always tell people 
everything they want to know about quality. It is very hard to give all par- 
ticulars about quality because some of it is a question of taste which varies from 
individual to individual. But if you had basic information about price and weight 
for particular brands of products available which could be circulated to consum- 
ers, this would be a starting point particularly for the low income consumer. 
They could do a counteraction against the advertiser and producers who adver- 
tise extensively because they would be less effective in persuading the consumer 
to buy things where it was the gimmick that counted if the consumer had ‘access 
to this essential information. I think only the first steps have been taken in 
giving the consumer basic data about products. 

Co-Chairman Senator CROLL: How many members have you in your or- 
ganization? 

Dr. ENGLISH: The direct membership is about 20,000, but the indirect mem- 
bership through other organizations like Womens Institutes, I would not know. 
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Co-Chairman Senator CROLL: And grants come from where? 


Co-Chairman Mr. BAsrorD: You mentioned in your brief about supplemen- 
tary government grants. 

Dr. ENGLISH: We receive a grant from the federal Government to the 
national association and some other provincial governments give grants to the 
provincial associations. 

Co-Chairman Mr. Basrorp: Provincial associations get grants from some 
of the provincial governments? 


Dr. ENGLISH: Yes. 
Co-Chairman Senator CROLL: What is the federal grant? 


Dr. ENGLISH: The federal grant is $30,000. Two years ago it was increased to 
this amount. 

Co-Chairman Senator CRoLL: And the provincial grants amount to what? 

Mrs. AULD: We don’t havea provincial grant in Manitoba. 

Dr. ENGLISH: A thousand, in some cases. 


Mrs. MacInnis: What will be your answer to the groups who come before us 
and have said that by greatly increased volume they can make savings to the 
consumer and, of course, the greatly increased volume has to be secured by 
advertising and promotional gimmicks. 


Dr. ENGLISH: Well, I think the first point is that for any particular new 
product this is, of course, true. You have to get a certain volume of the product 
before you can get the price down so that it is competitive with those products 
already on the market. It is not a question of a whole organization, but simply a 
question of ‘an individual product. A second point to be considered is that the 
kind of advertising necessary to make that initial impact is nowhere near the 
total cost of advertising. It is not that advertising that we have objection to, put 
rather the kind of continuing advertising which, as they all do it, is only there in 
order to keep them from slipping back, because no one dares stop it. 


Mrs. MacInnis: What do you think of the legitimacy or otherwise of using 
these high-pressure TV shows on children in the homes usually in connection 
with day breakfast foods or Christmas toys? 


Co-Chairman Senator CroLLt: Mrs. MacInnis, you have not been reading 
Maclean’s! 


Mrs. MacINNIs: Well, let us take Christmas toys; it is equally good. Is it a 
thing we should call an abuse or a natural fact of life that cannot be dealt with? 


Mrs. AvuLD: It is a very difficult thing to deal with, and I think it would be 
very hard to legislate, really. We find that some parents can actually cope with 
this better than others. I do not know if I can answer that, because this is 
something which has given us a great deal of trouble. I would like to say one 
thing, that the Consumer’s Association, starting December 1, asks all members to 
watch this advertising, to monitor it and report to us any that they think is, shall 
I say, grossly deceptive—I think some of it is a little deceptive. But we would 
like to know, and we have managed on a couple of occasions a few years back 
to bring something to bear on a company whom we felt promoted his vehicle 
somewhat more extensively than it would do in actual practice. 

Senator O’LEARY (Antigonish-Guysborough): I will be very brief, Mr. 
Chairman. 

My first question is supplementary to those that have already been asked. 
Dr. English, we were discussing a moment ago federal grants and provincial 


grants—dues and grants. Are these the only two sources of revenue for the 
national organization? 
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Dr. ENGLISH: Yes. 


Senator O’LEARY (Antigonish-Guysborough): Are there any municipal 
grants to local branches that you know of? 


Mrs. AULD: I doubt that; we do not know of any. 


Senator O’LEARY (Antigonish-Guysborough): To your knowledge, there are 
no grants made by any type of industry—I am thinking particularly of the dairy 
industry—to any local groups? 


Mrs. AULD: No. 


Co-Chairman Mr. BAsrorp: The soap manufacturers do not give you a 
grant? It would be awfully good public relations! 


Dr. ENGLISH: We do not accept support or advertising for our magazine. 


Senator O’LEARY (Antigonish-Guysborough): My final question. Assuming 
you were provided with more funds—which I know you could well use—in 
what direction would you put these funds to use at the present time? What 
would you consider your priority objective? 

Dr. ENGLISH: I think increased testing would be the biggest; this is the most 
expensive factor. The testing activities of the association got under way with the 
increase in grants before, and there is still so much more that could be done in 
increasing the amount of testing; and, perhaps just as important, getting the 
information out to a wider variety of consumers. If we had more such informa- 
tion and could get it out to a wider variety of consumers, it would not only 
build up our membership, but it would do more of the job. 


Senator O’LEARY (Antigonish-Guysborough): What do you think would be 
the best media for disseminating this information? 


Dr. ENGLISH: Our own Canadian Consumer is the first medium; but I think 
our participating organizations would be very important in this area. I think 
ultimately it would be desirable if, at least on an experimental basis, a wider 
group could be reached, partly for membership purposes. After all, if the 
Canadian Consumer were available to a larger number of people the cost per 
Magazine would be lowered. That is one place where I could guarantee the 
contribution scale would be operative. If we had 100,000 copies going out, we 
could certainly sell them for less than we sell 20,000 copies. 


Senator O’LEARY (Antigonish-Guysborough): If you had the budget would 
you use radio or television—or do you use them now? 


Dr. ENGLISH: Usually our use of it is on a gratis basis, as a public service. 


Mr. McLELLAnpD: I think most of my questions have been asked. However, I 
was interested in those peach boxes. I understand the weight is determined on 
the boxes. Was there a study done as to the number of peaches in each box, or 
was it made possible because there were new varieties and in order to get 11 or 
12 peaches in the box they had to increase the capacity? 


Mrs. AULD: I think I can answer this question. Apparently, the design of the 
box, which is used for apples as well, particularly the small one, had no 
relationship to the growing of the fruit. 


Mr. McLELLAND: It was not determined by the size? 


Mrs. AuLD: No, because within a week they made a larger basket. I think 
they had worked out they had strength and also utility. I have some photographs 
of them, as they existed, with the peaches in them perhaps this might help but 
there were certainly more peaches in the bigger ones, of course. 

Mr. McLELLAND: I believe we have had some witnesses before the committee 
who said about some servings of fruit, where the consumer has halves or 
quarters. I wonder if this had anything to do with the number of peaches in the 


1830. JOINT COMMITTEE 


boxes. This is the canned fruits I am talking about now. We had so many 
servings in the can. I wonder if that has had any relationship to it, with regard 
to the fresh fruit. In order to determine that, we have to have a standard num- 
ber of peaches in the box in order to get the standard number of servings. 


Mrs. AuLpD: I do not think so, and one of the problems in declaring the 
weight is that spys do not weight the same as McIntosh apples. 


Mr. McLELLAND: Has the association made a study as to where the most 
discriminatory or misleading packaging practices are being carried on? Is it 
mostly in the manufactured lines of food, such as cereals, fruit and so on, or is it 
just as noticeable in produce that comes practically directly from the producer, 
such as fresh meats, roasts, potatoes and so on? 


Mrs. AULD: Could I have the first part of that question again? 


Mr. McLELLAND: I was wondering if your association has made a study of 
where the most misleading packaging practices are being carried on, in what 
variety of foods, the fresh or the manufactured lines. 


Mrs. AULD: I am not sure I can answer that directly. With meats we have a 
continuing problem which I think is disciplined by the corporate chains them- 
selves, in that we have been assured at the Consumer Association level that if we 
have reports of packaged meats, for example, which are a source of great 
concern to some people, that the best side of the meat is up, and if the side 
hidden is not really as good as the one on top, they would like to hear about it. 
We have this concern by the corporate chains to protect the consumer in this 
way. 

We have some concern about the packaging of fruit, and we are not too sure 
just to what extent the shape of the basket affects this. It is interesting that you 
bring up this question of shape, because some peach and apple baskets are 
shaped with the sides going in, and the producer tells us naturally they have to 
put all the small items in the bottom because the bottom layer is smaller. This is 
something which some consumers find deceptive. In other words, the bottom 
layer of the peach or apple basket has some fairly small fruit which is not 
representative of the ones on the top layer. Whether this curve of the basket is 


by design or accident, I do not know. These (indicating samples) are straight 
sided, so this would not apply to them. 


Co-Chairman Senator CROLL: I have two questions, and then we will get 
back to the second round of questioning. 

One of the things that troubles me—and I think it is troubling some 
members of our committee—is that we have had a very healthy and active and 
concerned protest group in the country consisting mostly of women. Why have 
not their protests been funnelled and channelled through your organization? 


Dr. ENGLISH: To some extent they have, of course; but the membership of 
the association is not by any means universal. It is a very small membership by 
comparison with that of other organized groups. The consumer is more difficult 
to organize than any other individual, probably because there are more consum- 
ers than there are members of other groups. It is difficult to get them all in. We 
go to every part of our population. We would certainly not attempt to assert that 
we have had all the success we would like to have in organizing the consumer. 
People tend to think of themselves as producers first, and to go for higher 
incomes before they go for lower prices. I think many consumers have realized in 
the last few months that they should be active on both fronts. They have formed 
groups in areas, particularly among the lower income consumers. Some of these 
people have not been as aware as they should have been of the opportunities 
there are through the Consumers’ Association work. I think they are much more 
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aware of it now because of the co-operation of local chapters of the C.A.C. with 
local protest groups. The tendency has been for them to take direct action, and 
then find that other people have been working along the same lines. 


Co-Chairman Senator CroLL: When you find them in the field do you make 
an attempt to have them join in with you? You have been in the business for a 
long time. 


Dr. ENGLISH: I think the answer can be best given by the ladies who are now 
present, sitting along that side of the room. 


Co-Chairman Senator CroLL: But I am thinking of those outside of Ottawa. 
Dr. ENGLISH: Mrs. Auld has been doing the same thing in Winnipeg. 


Mrs. AuLD: In the Winnipeg situation we held very early an informal 
meeting when our national president was in Winnipeg. The national president 
and myself went to meet with the executive or the core of this protest group in 
Winnipeg, and we had a most interesting evening. We really found that they 
perhaps did not quite understand some of the economic situations that were 
involved, and this was not surprising because I think most people are quite 
confused about the economics of what brought on these price increases. The 
Consumers’ Association arranged a consumer forum and we invited them to 
attend it, which they did, and they subsequently indicated that they had ob- 
tained a good deal out of it. This forum was carried on by members of the 
university staff, and it really was an exercise in consumer education. It was for 
our members as well as the others. 

Co-Chairman Senator CROLL: There are some protest groups in Toronto that 
seem to be on their own. Have you approached them? They are coming before 
this committee, and they want to be heard as well. We would like to have some 
clarification as to what you have made available to them so that the story is told. 

Dr. ENGLISH: We find, Senator Croll, because we are a voluntary organiza- 
tion, that we really cannot continue on unless we have membership money. This 
is the way we go. We have not very much money, and they have found that the 
$3 membership fee is something that they could not pay. They felt that they 
could not as a group join this Association, although many of their people have 
actually joined C.A.C. since learning of our existence. 

Co-Chairman Senator CROLL: They find $3 pretty high? 

Dr. ENGLISH: Yes, much too high. 

Co-Chairman Senator CROLL: You cannot do it for less than that? 

Dr. ENGLISH: It is pretty hard, especially when we are producing a maga- 
zine. This is a big part of the problem. If we had 100,000 members then the 
magazine costs would be much lower. 

Co-Chairman Senator CROLL: If you got 100,000 members at $1 apiece then 
you would be getting a little more powerful? 

Dr. ENGLISH: That is right. 

Senator O’LEArRY (Antigonish-Guysborough): As an association you have 
not engaged in the boycott technique, have you? 

Dr. ENGLISH: Well, it is hard to say. The national association is just an office 
of people with a board of directors that meets once in a while. They are from all 
over the country. It would have to be a decision of the local groups, and I could 
not say that the local groups have not engaged in it. 

Senator O’LEARY (Antigonish-Guysborough): You have had no national 
policy favouring boycotts? 

Dr. ENGLISH: That is right. The feeling was that our method which we have 
been practising for nearly twenty years, although more actively in the last five 
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years, is a better continuing method for the national association. But, we have no 
objection to the local associations engaging in whatever methods will represent 
the consumers’ interests. If they feel that boycotts do this then that is their own 
decision as local chapters. We have not been against it, but we have not been 
fully supporting it as a national association. 


Co-Chairman Senator CROLL: Let me refer you to page 6 of your submission, 
where in paragraph 12 you say: 

In addition, the general lack of competition in our economy, as a 
result both of the fewness of our producers and their protection from 
foreign competition, has permitted administered price increases that have 
added to the inflationary process. 


Would you deal with administered price increases, because that. is. quite..an 
important statement. 


Dr. ENGLISH: Yes. Well, I think whenever you have inflation in an economy 
it means that there is a prosperous period with a strong demand pressure, and if 
you have few producers supplying any one line of product then under those 
circumstances it is not only a tempting but a common and understandable 
practice for them to raise their prices to test the market, to see how far they can 
increase their revenue by raising prices. I am sure that in some cases this takes 
the form of direct price collusive action. The Combines department has demon- 
strated in the past that this sort of practice takes place. But, we are not saying 
that every industry is engaged in direct collusion, because you do not need direct 
collusion particularly in situations where you have what we call product differ- 
entiation—where there is variety in the product—because in those circum- 
stances even with some little differences in prices all producers can raise the 
general level of prices without agreeing among themselves, because price compe- 
tition is not very vigorous. The more the big companies can raise their prices 
then the more the lesser known companies can raise theirs, although by not quite 
as much, and all can benefit from the general increase in demand. 


One of the practices that is quite general in the Canadian economy is that of 
setting prices on the basis of the tariff—that is, taking the foreign price and 
adding the Canadian tariff, because that is the maximum price you can charge 
without inducing foreign competition. Also, it is an easily identifiable price level. 
If there is inflation in the United States, and if the Canadian practice is to set the 
price on the basis of the American price plus the tariff, then automatically prices 
in Canada go up when there is a rise in the American prices. 


Co-Chairman Senator CROLL: But tariffs affect the prices of very few foods? 
I am thinking of the articles that are on display daily. 


Dr. ENGLISH: I should think they would affect the packaged foods and soaps. 
Co-Chairman Senator CROLL: Some fresh fruit, perhaps, but not soaps. 

Dr. ENGLISH: Oh, yes. 

Co-Chairman Senator CROLL: But they are made here in this country. 


Dr. ENGLISH: They are made in this country, but they are priced upon the 
basis of what the tariff is even though they are made here. 


Co-Chairman Mr. BAsrorp: The western chairman does not agree with the 
eastern chairman on this. 


Co-Chairman Senator CRoLL: That is not the point I am getting at. No 
matter what the price is you have stated that this has permitted administered 
price increases. An administered price is a price fixed by the president of the 
board, or the chairman of the board, or whoever it is who is in charge of price 
fixing in any company? 


Dr. ENGLISH: Yes. 
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Co-Chairman Senator CROLL: What you are saying, in effect, is—and we 
have often heard this—that there is price fixing at a level in this country that has 
not anything to do with demand or requirements, or anything else. 


Dr. ENGLISH: I would not say it has not anything to do with demand, but if 
you have a period of depression—let us take a given industry that has three 
producers in it. In a period of depression they do not have much temptation to 
increase prices because they will not get much out of it. But, in a period of 
prosperity and demand pressures there is tremendous scope for the practising of 
administered price increases, and so the situation which exists through decades 
becomes important in a period of inflation. That is really what we are saying. 
The only way you can get at those prices—some of which involve direct collusion 
and some of which do not but are simply the kind of prices I referred to a 
moment ago—is through tariff changes, and other methods of increasing compe- 
tition in the Canadian economy. 

One of the methods of increasing competition is to try to reduce the amount 
of the so called non-price competition, the amount of gimmickry that affects all 
price competition, so that the firms become sensitive to price differences, whereas 
they are not sensitive to price differences if they can all resort to packaging 
gimmickry, and so on. 

Co-Chairman Senator CROLL: But, in listening to these people—and I do not 
speak for the committee—I have obtained the impression that competition is 
pretty keen. between them at all levels; that they are at each other’s throat to 
some extent. 


Dr. ENGLISH: I am glad you have raised that. This is a confusion of terms. 
What is meant by “‘competition’’. Industry always finds it difficult to explain this. 
When someone makes a remark like the one I have just made then industry 
says: “Oh, we are vigorously competitive.” 

I think what they are talking about is the kind of rivalry by which they 
maintain the balance of structure in industry; that is, they maintain market 
shares. The kind of rivalry is that in the non-price competition sphere. They 
steer away from non-price competition to the kind of product differential we 
have been speaking about, and they are vigorous in that kind of competition, 
but it is costly to them and to consumers as well. 

The drug producers, among others, are anxious to get away from their 
normal emotional expenditures but cannot get out of the box, because if they do 
the other firms will benefit. 

I think it is only by external protests of customers and of government that 
you can get away from the wasteful kind of competition where you have a 
handful of producers. 

Co-Chairman Senator CROLL: Mr. Urie? 

Mr. URIE: I would like to get back to the question of advertising. I think it 
has been conceded that there are certain fringe benefits which accrue to consum- 
ers from advertising through all media, that is, television, radio, and in the 
newspaper and entertainment reading field. Have you considered the impact of 
those fringe benefits, if in fact your suggestion that there be a reduction in 
advertising remains? 

Dr. ENGLISH: I am the wrong person to ask, because I would be prepared to 
pay a lot more for entertainment rather than be interrupted every five minutes 
by the most expensive means of other entertainment. I would much prefer to 
have my cultural enjoyment uninterrupted, and to pay for it. I think we should 
pay more for our entertainment and less for our food advertising. 


Mr. URIE: I am not being the devil’s advocate on advertisers. These are 
Suggestions which have been raised on many occasions by people who do 
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advertise, and you do not have to stick with television and radio. I suppose that 
the newspapers themselves are vastly subsidized by advertising and also the 
magazines, all of which would not be in existence to the extent they are today if 
the advertising were not there, and which is of benefit to the consumer. Now, if 
you reduce your advertising expenditures, obviously something has to happen. 
Have you in fact considered those impacts? 


Dr. ENGLISH: Yes. In the first place, of course, I think we agree that the kind 
of limitation one might consider imposing would not eliminate advertising. What 
would it reduce it to? Well, if you have real information going out to the 
consumer, the kind of advertising that will then pay will be advertising that 
gives information, because it is competing with other information sources, 
through the Consumer Association, or the Government, if government is en- 
gaged in supporting that kind of information flow. Therefore, most newspaper 
advertising would be very little affected by limitation on advertising, since most 
local newspaper advertising has a large amount of information in it. What might 
ultimately happen is that it would not pay the newspapers to give the big splash 
advertising, but that they could concentrate on really informative advertising, 
which would probably take less space, as with British newspapers. They seem to 
be able to say more with less space in Britain and Europe generally. I think this 
is the sort of thing one might see in the newspaper business. I think the more 
serious criticism applies to national magazines and television because that kind 
of advertising is less informative. 

Mr. Joyvau: I think what Mr. Urie means is that if you cut down on the 
advertising you need you are going to increase consumer spending in other areas, 
but there is no guarantee at all that that will reduce food prices. How do you 
know that if a limitation is made on advertising or promotion, it is going to 
result immediately in lower costs to the consumer, knowing that you are darn 
sure it is going to increase costs in other fields? 

Dr. ENGLISH: I think that there is no guarantee of anything involving the 
future, but certainly if you reduce the cost of promotion and advertising to the 
producer, and take the appropriate action to insure competition in the industry— 


Mr. JoyAu: What is that appropriate action? 


Dr. ENGLISH: The kind of thing which is obviously most effective is that if 
you raise your prices and get higher profits— 


Mr. JoyAu: Mr. Allmand has asked a number of questions in this committee. 
For instance he said that if there were restrictions on advertising and promotion, 
what would happen to that budget? He said it would be settled by other ways. 


Dr. ENGLISH: What other ways? 


Mr. Joya: I believe the evidence was that if there are any restrictions on 
advertising and promotion, we know that we have to promote our products 
anyway and so other fields will be found in which to spend the money. Once you 
have covered that field by more restriction, then you have to start in another 
field. It is like picking up liquid mercury in your fingers. 


Dr. ENGLISH: I do not like to express too pessimistic a view, but I also agree 
that first it is better, it is essential, to inform the customer better, and, secondly, 
to reduce, if necessary, barriers to competition inside and outside the company 
by a more effective Combines Act. Just putting a limit on advertising is not 


sufficient to cover all our problems of distribution. I am not sure that it creates 
other serious problems. 


Mr. JoyAu: It would have to be examined much more carefully than here? 
Dr. ENGLISH: Oh, yes. 
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Mr. JOYAL: I now direct a question to Mrs. Auld. During the course of your 
early testimony you pointed out that supermarkets in your area provided only 
Red and Blue brands of beef, for example. What can be done about that? Have 
you given any thought to it? 

Mrs. AULD: As a matter of fact, this is already something about which we 
are asking the corporate chains, and this is why when I come down here this 
time I am interested to know that there is a chain here in Ottawa that has a 
section of economy meat. The day before I arrived I approached one of the large 
food chains in our area and asked if they would ever consider making it a habit 
on perhaps the first three days of the month, to offer consumers non-packaged 
vegetables. For example, we find, and the trade is right, that the packaged 
vegetable maintains its quality very well in the supermarket shelf, and the 
polyethylene bag is very important. On the other hand, consumers say to us that 
they cannot exercise the economy they would like to while only being offered 
packaged merchandise. We are in fact saying to the chains, ‘Would you run a 
little experiment for us and try to merchandise for a lower income level.” 
Because if you read any book on the supermarkets you are constantly learning 
that they are getting to a higher income level, that they are not where they were 
when they started, and we are wondering if they could not work something out, 
as has been done in other areas, some means of bringing in some of the economy 
lines. Certainly the meat packers would like to do this, because much of the 
commercial grade beef is shipped from Saskatchewan right down here and that 
is very costly. 

Mr. JOYAL: You think this should be done by the processors? 

Mrs. AULD: Yes. 

Mr. JOYAL: Not by governmental action? 

Mrs. AULD: No. 


Mr. JOYAL: Has your council investigated, firstly, the weekly specials in 
meat in the retail chain stores, and which are always different from chain to 
chain? Have you any evidence that there is any collusion: between the chains 
arriving at the selection of specials in any given week? We have had evidence 
from Dominion Stores, for instance, that the plain law of supply and demand for 
goods prevents such collusion. 


Mrs. AULD: This question was asked at our Consumer Forum in Winnipeg 
and this was the answer that we received at that time. They said that if a chain 
in our area wished to have chicken there really might not be enough if they all 
went to the same product, but sometimes it is pork. For example, we had one 
notable weekend after the boycott where it was pork all over. 


Professor OLLEY: I am from Saskatoon, and we did a survey between stores 
to see how prices were determined. Understandably, nobody would put it in 
_ writing, but numerous persons reported that their method was Safeway plus or 
minus. That is not illegal, of course, at least, I do not believe so, but it does 
represent a kind of formalized price leadership, and I think that this sort of 
_ practice would tend to be more extensive in smaller centres where the competi- 
tion was less intense. 

In the smaller centres where you have one big store dominating in the retail 
of food, it is much easier and indeed more desirable for most of the smaller ones 
to have that big store set the tenor of the prices and packaging and let the others 
follow. As for that store, it is easy to protect itself in regard to profit margins and 
in that way it prevents losses from other competition. 


Mr. URIE: That is on prices, but what about the actual special? 


Professor OLLEY: This refers to specials and one does see in the local paper 
that the specials change the second day on which they advertise. 
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Mr. Urte: Does this seem to be the practice throughout the country or is it 
only in one area? 


Professor OLLEY: Being a voluntary organization we can only carry out the 
survey where we can get enough women to do it. 


Dr. ENcLISH: This is the sort of situation where one chain store is in an area 
and is particularly the leader. It would not occur in the larger cities. 


Mr. Urie: Has any evidence of a concrete nature been brought to you that 
there are payments, cash payments, being made for shelf space, aisle space, end 
aisle space, and so on, by negotiation at the behest of the retailer rather than the 
processor—bearing in mind that the processors, manufacturers and so on, all 
have indicated there is no such pressure? 


Mrs. Autp: Are you referring to the sort of prices they give brokers, saying 
these advertising allowances are what we charge to them for end of aisle 
display? 

Mr. UrtE: That is right. I am talking about that type of thing; but whether 
or not it varies from chain to chain or from store to store, depending on the 
bargaining capabilities of the individual retailer? 


Mrs. Autp: We have some material on it. We really were not sure what to 
do with it. 


Mr. URIE: What was it? 


Mrs. AULD: To be quite frank, it was a local situation. This question came 
up. The consumer was asked “Did you know that we had to buy an end of aisle 
space?” This was something the consumer had not realized, and we looked 
into: it. 

Mr. Urte: Who initiates this bargaining for the end of aisle space, the middle 
aisle space, shelf space, the advertising? Have you any evidence on that? Is it 
initiated by the retailer? Does he force the manufacturer or processor to get 
this, to give him this allowance for this type of advertising? 


Dr. MacFARLANE: I would not wish to make a statement further than that 
eight or ten years ago I had an explicit statement from someone in the food 
industry that this was the practice, and he gave figures of $600 for some space, in 
respect of a canned product. However, I never had that substantiated, but the 
man is a reliable man. 


Mr. URIE: That was eight or ten years ago. 


Co-Chairman Mr. Basrorp: In 1960, the Combines Amendment Act was 
amended on promotional allowances, requiring that if you were allowing promo- 
tional allowances to one purchaser, you had to offer a similar allowance to 
everyone, and that there could be no special deal. Mr. Urie wants to know if you 
have any evidence of a special deal. 


Mr. URIE: Since that date. 
Co-Chairman Senator CROLL: I gather she has not. 


Professor OLLEY: This question has been raised twice, do you buy shelf 
space for cash, and both times we have said we do not have conclusive evidence 
that we would stand up in public. However, I think we all recognize that there 
are more ways of doing it than by paying cash. A more common way is to offer 
an advertising allowance as long as your product is displayed in such and such a 
place or in such and such a way. 


Mr. URIE: And this of course is the method, but what we are driving at is to 
find out if there is any difference between them. 


Senator CARTER: On page 4 of your brief you refer to shortcomings in the 
consumer index, that not sufficient adjustment is given for quality changes. We 
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have had witnesses from the Dominion Bureau of Statistics, and other depart- 
ments, I think, which compose this consumer index. They have told us they do 
make adjustments for changes in packaging, when one goes from a box to a jar 
or a glass container, and also for improvements in quality. Have you any 
suggestions as to something further that might be done? 


Dr. ENGLISH: I am confident the D.B.S. is better able to work on this 
problem than any of us. They would recognize that these problems are continu- 
ing ones, and that they have not solved all of them, but they have been 
attempting to arrive at a solution. How do you allow for quality changes in an 
automobile? What is the quality change in an automobile? These are texumthhy) 
difficult questions. 


Senator CARTER: You do not have anything special in mind? 


Dr. ENGLISH: No. We are only recognizing that any price index suffers from 
this prolbem. Our price index has probably been the product of as able a group 
of index makers as there are, and I have great confidence in them. However, I am 
sure they would admit tHemseived that this is a continuing problem in the case of 
any index. 

In order to make out a price index, you must have a fixed quantity and 
weight attached to the prices. Because consumer tests change over the years, 
these quantities and weights as the years pass become less and less accurate 
indications of the importance the consumer attaches to the PEP CURI This is the 
basis of the problem of the price index number, too. 

We are merely recognizing that such a problem exists rit that at any ican a 
very small change in prices reflected in the index may be a rather inaccurate 
reflection of the change, because of the small error that always exists in price 
indexes. It is only when you get substantial changes and continuing changes in 
prices, that you can be confident it is not some special factor of that kind. 

Senator CARTER: I would like to ask Mrs. Auld as national director of the 
Consumer’s Association and as Chairman of the Consumer problems commit- 
tee, whether she has representatives in all the provinces? 

Mrs. AULD: Yes, I have a committee member in each province. 

Senator CarTER: And you collect information from every province? 

Mrs. AULD: We do. The answer to that question is yes. I collect the problems 
I deal with from two sources. In the first place, the (C.A.C.) Consumer Prob- 
lems Chairman in each province has a committee herself, which represents each 
local branch, and she deals with all problems within her province. When she 
sees a national problem which has to be dealt with—we have certain terms of 
reference—she forwards it to me. We get all these things, and they amount to 
hundreds. 

Outside of that, I also get those which are sent directly to the national office, 
and 60 per cent of those sent to our national office in Ottawa—which are then 
sent to me in Winnipeg—at present are coming from non-members. 

Senator CARTER: Have you been able to deduce any marked regional differ- 
ences in the range of prices or price increases, merchandising practices and 
things like that? Can you separate one region from another and say that prob- 
lem is more acute in one region than another? 


Mrs. AULD: Yes, we can. 

Professor OLLEY: Actually, the D.B.S. does it for us. It has a Spatial Price 
Index in it. It is published in its price index. It is usually published as 
Table 13 in their publication 62-002. They compared food prices, between cities, 
using Winnipeg as base. If you take 1965, Regina and Saskatoon are above the 
Winnipeg prices. Edmonton is 4 points below. The difference between the highest 

25235—43 


1838 JOINT COMMITTEE 


and the lowest is 7 percentage points. Calgary and Edmonton are cities charac- 
terized by considerably more intensive competition. 


Senator CARTER: That is the explanation? 
Professor OLLEY: I am not offering it as an explanation, but as a suggestion. 


Senator CARTER: Have you gone below the retail person? Have you any 
information as to distributing practices in any of the different points in Canada? 

Mrs. Autp: It is very limited, I think. We find there are very special 
problems in Newfoundland because of their isolation. Also, in Victoria, British 
Columbia, people have done studies in relation to the mainland, and they find 
they have problems. There definitely are needs which exist in rural areas as 
opposed to urban areas, This comes out in the questioning. I do a lot of my most 
intensive work with rural correspondents who, in the matter of appliances and 
all this sort of thing, which adds to their cost of living, find they are having 
problems. 

Senator CARTER: Have you come across this problem with a certain product? 
For example, where cornflakes is sold through a particular distributor, who 
has a franchise for a whole area? 

Mrs. AULD: Oh yes. 

Senator CarTER: And, though the store may buy directly from the factory, 
this fellow who has the franchise gets his commission, even though he had 
nothing to do with it, did not handle it or warehouse it. He gets his cut because 
he happens to have the franchise. Have you any evidence of that? 

Mrs. AULD: We have not thought it out. If it is there, we have not found it. 

Mr. ALLMAND: Dr. English, in the Criminal Code there is a section which 
forbids deceptive, misleading and untrue advertising. In trying to find reported 
cases, there are very few, the difficulty is that in criminal cases one has to prove 
“beyond reasonable doubt”. Secondly, a person who has been wronged by 
deceptive advertising by expecting a soap to be whiter than white and finding 
that the soap is not whiter than white, usually forgets about it. He does not go 
and lay a complaint. This is probably true of many types of advertising where 
consumers are deceived. 

I was wondering whether your association has ever received complaints 
about misleading or deceptive advertising, or whether you have laid complaints 
under that section of the Criminal Code yourselves, and, alternatively, if you 
have not done that, do you think there should be some sort of agency like the 
combines investigation group which would receive complaints and prosecute 
because of the fact that the little man who is wronged by advertising does not 
do it himself. 

Dr. ENGLISH: It is, of course, possible under the combines law for any six 
citizens to register a complaint. There is still that opportunity, but, unfortunate- 
ly, not many people are aware of it. There is still the opportunity for a very 
small group of people to register a complaint under this law. I cannot say 
whether there have been any specific complaints by members of the association. 
Certainly, I do not know of any by the national executive, but, of course, what 
often happens in the administration of that law is that individuals will speak to 
the department about a problem. Municipalities are very active in this respect. 
Municipal councils are. I think we can all remember that Mayor Whitton used to 
threaten this kind of thing on occasion, and she probably followed through with 
her threats on occasion. 


Individual complaints do not have legal status, but they certainly do get 
those who administer the law thinking about it and making individual inquiries. 
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However, one of the biggest problems in the past has been that the staff of the 
combines group has not been adequate to search out every problem and pursue 
it. 

Mr. ALLMAND: I am not thinking too much of the combines but of the section 
on misleading and deceiving advertising. 


Dr. ENGLISH: But it is administered by the combines branch, is it not? I think 
the problem of having a federal trade commission in Canada has been reviewed 
from time to time. Attempts should still be made, I think, to work out a more 
effective and flexible system of administering the law than the criminal law 
allows for, because the requirements for the criminal law are, as you suggest, 
very difficult to meet. Many things which should be traced down and remedied 
cannot be remedied so long as the criminal law is the only technique for getting 
at them. 


From your earlier question, I am sure you are aware that one of the prob- 
lems is constitutional. 


Co-Chairman Mr. Basrorp: Do you receive any contributions from the 
Canadian Labour Congress or the Canadian Manufacturers’ Association? 


Dr. ENGLISH: Not from them as organizations, but possibly membership 
fees the membership of those organizations. We have at least one bulk member- 
ship as well. A new enterprise we have been trying to encourage is bulk 
memberships on the part of credit or labour unions, where we make available 
the magazine to large groups at a somewhat reduced price. This is something I 
think we will hopefully develop in the future in order to extend our member- 
ship. 

Co-Chairman Mr. BasrorD: You speak in your brief several times about the 
inadequacies of competition. Are you concerned about the size of some of our 
corporate enterprises in the food business? 


Dr. ENGLISH: I would say that probably from the point of view of economies 
of scale, some of them are larger than they need to be. In other words, they do 
not have to be so big to be efficient. But the problem nowadays is that some of 
the most costly aspects of the food distribution and other industries, are the 
advertising and research costs. These are the costs which have to be spread over 
a large volume output for many of these enterprises. If there are ways of 
reducing the costliness of selling, perhaps smaller enterprises would be more 
successful in competing with the larger ones. This is one of the reasons why, if 
we prohibited some selling practices, smaller companies could more successfully 
compete with the larger ones. 

I do not think one should go at it in the old fashioned slogan of “trust- 
busting,” because in the Canadian economy a certain scale is necessary to achieve 
efficiency, and it is doubtful whether you could increase the number of major 
producers in an industry by more than a very few and still retain the advantages 
of scale economies. 

Co-Chairman Mr. Basrorp: I am concerned about the size of the western 
Loblaw empire, which is probably going to get bigger yet. Are you concerned 
about this? 

Dr. ENGLISH: I think in the food industry this question deserves most careful 
examination. It is very doubtful if such great size is necessary to achieve 
efficiency. 

Co-Chairman Senator CROLL: Ladies and gentlemen, we have a meeting this 
afternoon. We have the Canadian Manufacturers Association before us at 3 
o’clock. You have their brief before you. 

Dr. English, you and your group have been very helpful this morning. We 
have had a good morning, as a matter of fact, and we are very appreciative. 
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There is something which if you could do it, would be most helpful. If you could 
reach out to these various other groups and bring them under your umbrella, so 
to speak, it would be a great help, because our doorstep is rather full of people 
who want to be heard, and that is going to be very difficult. In that respect 
perhaps I express the view of the committee as a whole, that if you were able to 
reach out to more of our consumer public, and give to them the benefit of your 
organization and your information, it would be of great assistance, generally. 


On behalf of the committee I thank you and your association very much. 
The committee adjourned. 


—Upon resuming at 3 p.m. 


Co-Chairman Senator CROLL: Members of the committee, we have before us 
this afternoon the Canadian Manufacturers’ Association. On my left is Dr. M. W. 
Farrell, Chairman, Industrial Economists’ Forum. He is with the Steel Company 
of Canada. I understand Mr. Engholm, Vice-President will introduce the other 
members of the delegation. 


Mr. R. A. Engholm, Vice-President, Canadian Manufacturers’ Association: Sen- 
ator Croll, Mr. Basford, honourable senators, members of the committee, ladies 
and gentlemen, as Senator Croll has already said I am R. A. Engholm, Vice- 
President, Canadian Manufacturers’ Association. 


The association is pleased to respond to the committee’s invitation to appear 
before it. We naturally are most anxious to do everything possible to help the 
committee in its important work, and the submission which you have before you 
and which we will shortly read is, it is hoped, a contribution in this direction. 


It is a source of much regret to us that time did not permit the presentation 
of this document in bilingual form. We assure you that the French version will 
be in the hands of the committee just as soon as possible. 


I should now like to introduce my associates: R. E. Barron, Manager, 
Transportation Department; Peter Bartha, Economic Research Director; S. E. 
Ewens, Chairman, Taxation Committee; M. W. Farrell, Chairman, Industrial 
Economists’ Forum; W. D. H. Frechette, General Secretary; H. J. Hemens, 
Chairman, Committee on Corporation Law; D. H. Jupp, Ottawa Representative; 
Richard Lang, Manager, Tariff Department; Charles Perrault, Member, Execu- 
tive.Council; C. A. Pollock, Chairman, Tariff Committee; H. B. Style, Imme- 
diate Past President; J. C. Whitelaw, Executive Vice-President and General 
Manager. 


Dr. Farrell will be our chief spokesman. If it meets with your pleasure I 
shall now call on him to present the C.M.A. story. 


Dr. M. W. Farrell, Chairman, Industrial Economists’ Forum, Canadian Manu- 
facturers’ Association: Mr. Chairman, members of the committee, I shall read 
from the submission which has been presented by the association. 


E Rapidly rising prices affect manufacturers just as they do every other 
group in the economy. Producers are well aware that cost trends in Canada 
which outpace those of other countries lead to loss of markets and a decline 


in profitability. They do not relish the bust which follows an inflationary 
boom. 


2. Thus, The Canadian Manufacturers’ Association is pleased to have been 
asked to appear before this Committee which is inquiring into “the trends in the 
cost of living in Canada and factors which may have contributed to changes in 
the cost of living in Canada in recent months’’. | 
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3. The Canadian Manufacturers’ Association is a nation-wide non-profit, 
non-political organization structured to provide specialist services to all its 
members and seek solution of common industrial problems. A continuing contri- 
bution to the growing strength of the manufacturing industry is a prime objec- 
tive of the Association. The CMA’s membership consists of some 6,300 manufac- 
turers located in over 600 cities, towns and villages in all ten provinces of 
Canada. 


4. The association includes large, medium-sized and small companies but 
over 75 per cent of the members employ fewer than 100 people and of this 
percentage a great majority employ fewer than 50 people. CMA member compa- 
nies and their employees are responsible for more than three-quarters of the 
manufacturing production in Canada. 


5. Chief duties of the association to its members involve the provision of 
information and assistance in matters pertaining to domestic and foreign trade, 
taxes, tariffs, industrial relations, legislation, transportation and marketing re- 
search as well as representations to all three levels of government concerning 
laws, regulations and policies affecting the industry. 


6. We wish to assist the work of this Committee by submitting our views of 
the pattern of price movements and the relationship between prices, profits, 
wages, productivity and other factors affecting manufcturing operations. How- 
ever, it has been a long-standing policy that price structures, price policies and 
the establishment of manufacturers’ prices do not come within the scope of the 
Association’s work. Members deal with these matters themselves. 


7. For this reason, although we are vitally interested in seeing that Canadian 
prices do not exceed levels which represent good value to our customers, the 
association is in no position to offer comments on prices set by individual 
manufacturing firms. 


' 8. The material prepared for the use of this committee documents that 
manufacturers’ prices have a record of much more moderate increases than the 
elements of the consumer price index and that profits as a percentage of sales 
and net worth have been relatively lower in Canada than in other countries. 


9. The submission points out that in the later stages of the current business 
expansion wage costs per unit of output have increased while profits per unit of 
output have declined. Attention is drawn to the fact that productivity improve- 
ments, particularly over the short-term, result largely from the contribution of 
non-labour factors of production, especially capital and natural ressources and 
the effectiveness with which they are combined and organized for production. 


10. The brief stresses the role of the price system as the best means of 
allocating resources in a competitive economy. Thus, the Association has been 
very dubious about the desirability of voluntary wage-price guidelines and 
supports the conclusion of the Economic Council of Canada that a formal incomes 
policy would not be an effective way of meeting the problem of high levels of 
employment together with reasonable price stability in the Canadian setting. 


. 11. The submission expresses the association’s concern with what appear to 
be usually large wage settlements and their tendency to become pattern setting 
precedents. It recognizes the complex interrelationship between costs and prices 
and the immense difficulty of identifying any single predominant factor 
contributing to rising prices. The brief also describes other cost factors, such as 
the expenses of distribution, tariffs, commodity and corporation income taxes 
and the impact of credit conditions which have had a substantial influence on 
manufacturers’ prices. 


12. The views in the ensuing analysis are based on the interpretation of 
official statistics and other publicly available information. 
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PRICES 

13. The price paid by the customer for any particular commodity reflects 
supply and demand conditions at retail, wholesale and producer levels. Over a 
longer period of time, prices charged at different levels of the production and 
distribution process tend to move in the same direction. In the short-run, 
however, the balance of market forces acting upon the retail sector may be 
considerably different from those felt by industry. As the Economic Council of 
Canada observed in its Third Annual Review, “selling prices in manufacturing 
tend, on the whole, to remain relatively stable over the course of shorter-term 
business fluctuations”’. 

I will not attempt to explain the price movements shown in the following 
table. If you have other questions, we will look at that later. 


PRICE MOVEMENTS, 1965—66 
(percentage change 


(1965 = 199 from previous month) 
Consumer Price 
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Source: DBS — Prices and Price Indexes 
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14. The top portions of the charts show movements in the Consumer Price 
Index. As this committee is well aware, such components of the consumer 
“basket” as non-durable goods rose only moderately while durable consumer 
good followed a downward trend throughout last year and early 1966. 


15. The centre parts depict the General Wholesale Price Index which incor- 
porates a broad range of primary and processed commodities. The index includes 
prices paid to producers as well as payments made to “middlemen”. A break- 
down of the index reveals that much of the fluctuation pattern has been due to 
price changes in raw and partly manufactured goods. The index of fully and 
chiefly manufactured products has moved fairly steadily; it increased by 5.9 per 
cent in the twenty-one month period from January 1965 to September 1966. 


16. The lower portions of the charts indicate the pattern of the average of 
Industry Selling Price Indexes. The average refers to 102 manufacturing in- 
dustries and includes only prices of domestically produced goods. Increases in 
industry selling prices have been relatively more moderate than changes in the 
other two series. Also, there appears to be no trace of violent month-to-month 
fluctuations which characterize wholesale and, to a lesser extent, consumer 
prices. This is a measure of the cushioning role performed by industry. Through 
their profits and losses, manufacturing firms tend to smooth out sudden shifts in 
the price of raw materials and other supplies. 


17. The extent to which manufacturer’s prices changed during the past 
decade is analyzed in the table below. The median of 102 industry price indexes 
rose by 13.5 per cent between 1956 and September 1966. By comparison, the 
Consumer Price Index went up by 23 per cent during the same period. Of the 102 
industries surveyed by the Dominion Bureau of Statistics, only 14 show price 
increases in excess of 25 per cent while in 39 industries the change over the 
decade was negative or less than 10 per cent. 

The following table shows the pattern of increases and decreases in industry 
selling prices over the 10-year period 1956-1966 


Industry Selling Price Changes, 1956-Sept. 1966 
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Source: DBS—Prices and Price Indexes. 


Industries in the top categories of the table are those which have been severely affected by 
increases in the prices of their raw materials. It should be noted, on the other hand, that a 
number of consumer-oriented industries still sell below their prices of ten years ago. 
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PROFITS 


18. In a period of rising prices, manufacturing profits are bound to come 
under close scrutiny. Inflationary pressures tend to develop during the later 
stages of the economic upturn when business conditions are buoyant with 
practically full employment, expanding capacity and rising standards of living. 
Since aggregate profits are up as well, it is all too convenient to tie rising prices 
and rising profits together and thus identify the ‘“witlain *. 


19. This purported cause-and-effect relationship is based on a number of 
misconceptions attached to the nature, function and size of profits. Unfortu- 
nately, profit is often regarded as an end product by itself. But in our modern 
competitive economy, the nature of profits is comparable to that of wages. Both 
are payments to factors which are necessary for production. Both are earned in 
the course of the productive process only to be spent again on goods and services. 
Wages are payments for the services of labour; profits are payments for the use 
of capital, for risk-taking and for the successful operation of the enterprise. 


20. Surveys conducted by the Canadian Institute of Public Opinion and the 
National Industrial Conference Board in both Canada and the United States have 
shown that employees desire security of employment above all else in their jobs. 
This is placed above opportunities for advancement, high wages, fringe benefits, 
job status and recognition. For its part, the manufacturing industry can only 
guarantee security of employment if its operation is a success. The yardstick of 
continued success is the making of a profit. 


21. If a company fails to make a profit, it is not successful. If it is not 
successful, the jobs of its employees are jeopardized and sooner or later will be 
lost. For this reason, each and every employee has a vested interest in seeing that 
the firm makes an adequate profit. 


22 The success of industry is also crucial to the well-being of whole 
communities. This is particularly apparent in smaller towns where the difference 
between prosperity and decline could be directly related to how well local firms 
are doing. 


23. From profits comes security. They ensure the continued successful func- 
tioning of the plant, the resultant increase in the number of jobs available and 
the promotion of the skilled and capable employee. From profits comes progress. 
They make possible the renewal and modernization of productive tools and the 
growth of plant services. From profits comes a large measure of government 
revenue and, in this day and age of expanding social services, good profits are as 
important to governments as they are to shareholders and employees. 


24. The Minister of Trade and Commerce, the Honourable Robert Winters, 
pinpointed the corporate dilemma in a recent address in Sault Ste. Marie when 
he said that “where cost increases cannot be offset by greater productivity, there 
is bound to be a reduction in profit unless price increases can be realized. This is 
usually a function of the market place and quite often consumers simply will not 
accept the increases in price. In any event, this is not the time for unnecessary 
price increases. But, having in mind that profits are the incentives that give 
muscle to our private enterprise system and also that they are a source of 
much-needed capital as well as government revenues, neither is it the time for 
unwarranted depression of corporate profits.” 


25. In a nutshell, adequate profits are an essential to the maintenance of the 
competitive enterprise market economy which, in the long context of history, is a 
comparatively modern method of doing business. It is a method, however, that 
has proven itself as the well-spring of the greatest economic progress. It is a 
method that has been good for Canada as a nation and for Canadians as a people. 
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26. Another misconception in the matter of profits is that they are too big. 
Without delving into the fact that ours is a profit-and-loss system and that in 
any given year a large number of Canadian concerns wind up with a loss, profits 
are always subject to the discipline of the market place. 


27. The very basis of the enterprise economy is competition and, whatever 
the product, competitors quickly appear to challenge for a portion of the market. 
Alternatives and improvements are invented and offered to the consuming 
public. Soon the market becomes so broadened that the profits derived are rarely 
more than the adequate return for the idea itself and the capital and talent 
devoted to its production. By the same token, no company can afford to allow its 
profits to fall below the level necessary to satisfy its shareholders and to provide 
for modernization and future growth. 


28. Since profits make possible and provide the incentive for the expansion 
of the country’s productive capacity, it is meaningless to look at the size of profits 
in isolation. A given rate of profits, even if it seems large in terms of dollars, may 
well be deficient in relation to the potential need for investments in plant, 
machinery and equipment. Looking at profits from a different angle, the rate 
may also be inadequate for the private investor to compensate him for uncer- 
tainty and risk. 


29. It is impossible, therefore, to establish a set figure as representing “fair” 
profits. Perhaps the best that can be done is to examine different measures of 
profitability over a number of years. One of these indicators is profits as a 
percentage of net sales, another is the ratio of profits to net worth. 


30. As the table indicates, the aggregate of after-tax profits earned by 
manufacturing corporations increased by 60.5 per cent between 1955 and 1965. 
During the same period, however, the ratio of profits to sales declined from 4.3 
per cent to 3.6 per cent. 


Manufacturing Profits and Sales 
(millions of dollars) 


After-Tax Profits as 
Profits Net Sales a % of Sales 
1955 keer Se Pees ¢ 844 19,694 4.3 
dO 5GEL, ALS.. Parades. 919 22,818 4.0 
POG AGS SUSE TC fee 798 22,540 BS at 
Ne) 5) ellleas Sencar lige ite 776 DO HW O15 
1959 rte aelhe.:. 856 24,528 3.0 
1S6@.Y . coMDAME. 768 250/177 3 Sl 
196 Ig te eae. 800 26,012 B.. 
PBA ES BOM. 967 29,066 ee: 
Poot. ee Oo: TTS wat lOs pO 
196427... ... 4) tht. 1,259 34,161 Bul 
1965 tha.k coi uric 5D BLOOD 36 


Source: DBS—Corporation Profits. 


31. The fact that only 3.6 cents of the sales dollar represent profits, divi- 
dends and retained earnings included, illustrates the narrowness of the margin in 
Canadian manufacturing as a whole. 


32. An often used measurement of a company’s performance is the return on 
net worth, that is, profits as a percentage of common and preferred stocks plus 
retained earnings. Unfortunately, this information for the manufacturing sector 
is not available in a complete and up-to-date form from official sources. 
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33. A current statistical series of returns on net worth is one based on The 
Canadian Manufacturers’ Association’s own annual survey of some 1,000 member 
firms. 

34. Although the coverage of the CMA survey is far from being complete, 
the results suggest a clear pattern of increase and decline in returns over the 
course of the business cycle. The ratio of profits to net worth declined with the 
level of overall economic activity in the late 1950’s and turned up again as 
conditions started to improve in 1961. The survey also indicates a rough magni- 
tude of the return on net worth in the area of 7 to 10 per cent a year. 


CMA Survey of Manufacturers 
(millions of dollars) 


After-Tax 
Profits 

After-Tax Profits asa % of 

Dividends Retained Total Net Worth Net Worth 
1 eae Be mee US Nhe | 266.4 463.5 n.a. n.a. 
OSU ee sec W daa: 300.4 487.7 n.a. n.a 
ee... eaters ton 203 ib BOS 1 466.8 5,048.1 9.3 
EN get pea 233.6 1 yy BY 411.3 5.000 ork bebe! 
jo re Ee 234.4 250.9 485.3 j,0G0 «a pats 
POUL Ga sk ait oe 20ae1 495) 4 458.8 6,279.3 oa 
LR lee ge c e e ca ie 284.4 226.1 51055 G,iao40 fis. 
LES iy Ada ible rs. ae 2G tee Piet id ah 558.3 6,341.6 8.8 
Os tet eee 2 sce BUD ao Bf A 647.8 6,765.8 9.4 
1017 Retr tate 342.1 394.1 736.2 7,700.3 9.6 
LST ph ere ep Het 345.0 312.2 GO U.2 6,555.8 10.0 


Source: CMA—Manufacturers’ Sales Dollar Breakdown. 


35. After-tax returns on both sales and net worth in Canadian manufactur- 
ing appear to be lower than in the United States. As indicated on the table 
below, the difference was particularly wide in 1965. This, in part, reflects the 
impact of U.S. tax reductions which were not matched in Canada. 


After-Tax Profits in Manufacturing 
as a percentage of: 


Sales Net Worth 
Canada US tae Canada U.S.A. 
DOGS. ce oie acinus Sate 3.8 5.3 8.8 10.9 
IGS as eccideece Ae nie ay 9.4 1i26 
Tse: eens gee ree * Dae 6.1 9.6 12.6 
1 9G 5 sche ene eee 3.6 6.6 10.0 1338 


Source: DBS—Corporation Profits, CMA—Manufacturers’ Sales Dollar 
Breakdown and Monthly Economic Letter (First National City Bank of New 
York, April 1964 and 1966). 


36. The statistical evidence is further reinforced by a 1961 survey of foreign 
subsidiaries of U.S. manufacturing corporations. According to the National In- 
dustrial Conference Board, higher than U.S. profit margins were earned by the 
subsidiaries in the United Kingdom, the Common Market, Latin America, Aus- 
tralia and Asia. The only geographical area where the majority of responding 
firms reported lower than U.S. profit margins was Canada. 


CONSUMER CREDIT 1847 


37. Profits, as suggested earlier, cannot be excessive over time in a truly 
competitive system. Thus, a public policy which aims to encourage economic 
growth can assure that profits are adequate, and not more than that, by fostering 
competition through the economy. In some instances, regulations and laws may 
be beneficial to prevent undue concentrations of market power. In other situa- 
tions, however, government intervention in the normal functioning of the market 
place only introduces rigidities and distortions which ultimately tend to reduce 
competition. 


38. To again quote from Mr. Winters, “any government... that adopts 
policies which interfere too substantially, either directly or indirectly, with the 
individual firm’s decision-making capacity, will find that prosperity is hard to 
sustain”’. 


WAGES 


39. Just as important as adequate profits (which create capital and stimulate 
enterprise) are adequate wage and salary rates (which tend to mobilize the 
labour force and help to match workers and jobs). However, in the modern 
economy there are basic institutional differences between the way the capital 
market and the labour market operate. While competition is an effective internal 
regulator of profits, labour is organized precisely to reduce competition within 
the work force. It is, therefore, left by and large to the bargaining process to 
establish adequate wage rates, the test being mutual acceptability for both 
labour and management. 


40. In recent months, the bargaining process and resulting wage settlements 
have been subject to much public criticism. On the one hand, management has 
been charged with being too ready to give in to exorbitant wage demands 
because allegedly it could pass on higher costs to the consumer. On the other 
hand, management has been accused of being tight-fisted, not willing to grant 
wage increases of the magnitude demanded by unions. 


41. There is obviously some truth in both arguments. At a time when the 
economy is operating at near-capacity levels, labour is in a stronger bargaining 
position and management is under pressure to go a longer way in meeting 
labour’s demands. Indeed, if labour is scarce, industry will want to pay more to 
attract and keep the required work force. At the same time, however, capital is 
scarce as well and industry must offer attractive returns to investors if it is to 
have funds for future growth. A spill-over pressure on prices and profit margins, 
therefore, is bound to develop. 


42. Again, it is competition which, sets limits to a company’s ability to pass 
on production costs and improve profits via higher prices. The very same 
constraint is transmitted to the bargaining process and this keeps the size of 
wage settlements within bounds. However, under conditions of full employment 
with regional and sectoral shortages of labour, this internal system of checks and 
balances tends to become weaker. 


43. As the Economic Council of Canada observed, ‘‘union leaders will be 
aware that their negotiating performance—their ability to deliver sizeable wage 
and other benefits—is being more closely and critically scrutinized than usial by 
their members. Businessmen will tend to feel more justified in endeavouring to 
recover their past and prospective cost increases via price rises and will be less 
concerned over longer-term competitive consequences. This tendency will be all 
the stronger if profit margins per unit of output have begun to level off or 
decline as they generally do in the later stages of expansion”’. 


44. Where wages are determined by formal collective bargaining, the parties 
may also be forced into unrealistic positions because of incomplete or inaccurate 
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knowledge of patterns for settlement and wage trends. In our role of gathering 
and disseminating information to our 6,300 members, we are struck by the 
frequency with which not only the public, but unions and management as well, 
have been affected by the settlement of some contracts this past summer which 
have gained nation-wide prominence in the press by virtue of government 
involvement in the process of collective bargaining. 


45. Statistics on base-rate wage increases, that is, the average annual rate of 
increase over the life of the contract from the date of signing, indicate a sharp 
upward trend since early 1965. In the second quarter of 1966, wage increases 
recorded a peak, running at a 9 per cent rate. By comparison, during the 
previous economic expansion in Canada the peak was about 7 per cent in early 
se 


46. While wage increases of such magnitude result in a substantial rise in 
unit costs for the companies affected, worse still is the pattern-setting impact of 
the unusually large settlements reached recently. The adverse impact is further 
compounded by misleading publicity which ignored the terms of new contracts 
and conveyed to many Canadians that wage increases of 30 and 32 per cent have 
become the order of the day. Current negotiations indicate that this threatens to 
become a justification in the mind of a large segment of the public for general 
wage increases of similar proportions. We believe that here, together with the 
feedback effect of the rise in consumer prices, is one of the contributing factors 
to a heightened degree of labour unrest. 


47. In making awards under the compulsory arbitration law for hospitals 
in Ontario, we note that arbitrators have recognized the danger and endeav- 
oured to publicize the rationale for their decisions in announcing a settlement. 
We recommend similar action by the government wherever it finds itself an 
intervener in the settlement of disputes. 


48. Beyond this, we urge that care be given to the preparation of news 
releases concerning the terms of settlement. This is of particular importance in 
the case of major settlements which are likely to gain prominence in the press 
and thus exert influence on general wage expectations. 


49. Of course, to quote again the Economic Council, “the link between 
prices and costs is an interconnection of a complex, two-way character. The 
price of widgets may be high partly because the wages of widget-makers are 
high, but the wages of widget-makers may be high partly because the demand 
for widgets is buoyant”. There appears to be little likelihood of finding out pre- 
cisely where the circle begins in an inflationary situation of the kind we now 
have in Canada. The forces which make for short-run price increases are far 
too widespread to permit the pinning of blame on any one group in the econ- 
omy, whether labour, management or someone else. 


POLICY IMPLICATIONS 


50. It follows from the discussion of prices, profits and wages that the 
appropriate public policy today should not be one which seeks to offset the 
inflationary pressures by trying to impose an artificial ceiling on wages and 
prices. 


51. There has been considerable public debate lately on the advisability of 
introducing, in one form or another, an “incomes policy” in Canada. The Asso- 
ciation has followed the arguments for and against such a step with great 
interest and has given much thought to the subject of “voluntary guidelines”. 
(Direct governmental controls, short of a real crisis, are wholly unacceptable 
constitutionally and otherwise in Canada.) 
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52. The Association’s thinking on this immensely complex subject is reflect- 
ed in an address delivered by President Henri Joly in Saskatoon on November 
7th. Following are the relevant sections from Mr. Joly’s text: 


03. “We can all agree that moderation is of itself an essential element of 
good management, whether of government, of industry, of unions or of the 
household budget. The object of guidelines would be to provide a yardstick by 
which to judge what is moderate and what isn’t. There are certainly some 
attractions to the idea of such guidelines if they would serve to reinforce the 
judgments of moderation. But there are major problems to be solved, two of 
which come readily to mind. 


04. “The first is to prescribe a policy which in its precise terms and in the 
measurements it employs will ensure equity for all of those affected. By this I 
mean that one category of income earners must not be placed at a disadvantage 
in relation to others. This applies to workers in different industries, workers in 
different geographical areas, people whose income is derived from return on 
their savings and those who risk their capital in competitive enterprise. 


09. “The second problem area is to define a policy which will be workable in 
a practical sense. In other words, it must be of such quality and depth of 
understanding as to commend itself to all concerned and receive their willing 
co-operation. It is also important that such a policy should not work in such a 
way as to sap individual initiative and penalize enterprise.” 


56. Meanwhile, of course, the Economic Council published its Third Annual 
Review, including a detailed study of incomes policies abroad and their relevance 
for Canada. The study, as indeed all the analysis and research work emanating 
from the council, carries great weight among manufacturers. This committee is 
well aware of the careful and logical examination of issues which led the 
Economic Council to conclude: “A formal incomes policy would not be an 
effective way of meeting the problem (of high employment and reasonable price 
stability) in Canada”’. 


PRODUCTIVITY 


57. The Economic Council’s studies have singled out the area of productivity 
as the crucial determinant of Canada’s growth. Manufacturers, based on 
their own practical experience, fully agree with this assessment and are vitally 
interested in better productivity performance both within individual plants and 
in the broader national context. They realize that only through satisfactory 
productivity gains can they, their employees and the country as a whole prosper. 
This is particularly evident for those manufacturers who are actively engaged in 
export trade, a field where international competition weeds out the inefficient in 
short order. 


08. There are many ways to increase productivity, a better educated and 
more skilled labour force being one of them. It would be a mistake, however, to 
regard the quality of labour as the sole, or even the largest single factor 
contributing to productivity gains. For reasons of relative statistical simplicity, 
the concept of productivity is usually defined in terms of “per person employeed”’ 
or “per man-hour worked”’. Thus, the impression may be formed that everything 
else in the production process remains constant and labour is the only variable. 


99. Nothing, of course, could be farther from the truth. In fact, the term 
“labour productivity” is largely a misnomer in the sense that the output to 
labour-input ratio measures precisely that portion of the increase in produc- 
tion which is not accounted for by additional labour. 


60. Mr. Walter Duffett, Dominion Statistician, noted recently, “‘this residual, 
or ‘measure of our ignorance’ as it has sometimes been called, reflects not only 
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changes in the skill and effort of the labour inputs, as those who misinterpret it 
conclude, but also the contribution of the other productive factors employed 
—capital and natural resources, as well as the effectiveness with which they are 
all combined and organized for production”. 


61. Since different factors contribute to productivity gains and at the present 
stage of statistical analysis it is impossible to identify what has been contributed 
by each, there is little economic justification for the argument that the rewards 
going to all factors should increase at the same rate. If, for example, productivity 
is increasing as a result of better machinery, why should wage rates automatical- 
ly go up just as fast? Instead, a case may he made for raising the return to 
capital or for reducing prices or even for doing both. 


62. In the absence of detailed statistics, of course, the appropriate allocation 
of productivity gains is more of an academic than practical issue. However, it is 
of considerable importance in the economy whether the rate of increase in wages 
and salaries exceeds by far the rate of productivity improvements. 


63. This, of course, means higher unit costs, a phenomenon which typically 
begins during the later stages of the economic upturn and continues well into the 
recessionary phase of the short-term business cycle. 


64. To put the interrelated concepts of productivity, labour income, unit 
labour cost and unit profits in Canadian manufacturing into an historical per- 
spective, the chart on the following page may be of assistance. All data are 
expressed in the form of index numbers with 1956, the high point of the previous 
business cycle, representing 100 on the scale. 


65. The solid line in the upper portion of the chart traces the growth of 
manufacturing wages and salaries per man-hour between 1955, and 1965. Fringe 
benefits are not included because statistics are not available by industry catego- 
ries. Obviously, however, this is the fastest rising component of total labour 
income, hence its inclusion would make the curve on the chart rise even faster. 


66. The broken line just below shows changes in output per man-hour, that 
is, productivity. Thus, the gap between the two lines is a rough indication of the 
extent to which the growth in wages and salaries has exceeded improvements in 
productivity throughout the decade. 


67. By 1965, wages and salaries per man-hour were 44.9 per cent above their 
1956 level. Output per man-hour, however, was only 39.2 per cent higher. The 
gap between the two lines was consistently wide prior to 1961 when our present 
expansionary period began. During the following years it narrowed to a point 
where, in 1964, labour income and productivity were only about 3 percentage 
points apart. Of course, the 1961 to 1964 period was characterized by a remark- 
able degree of price stability in the economy. 


68. The pattern changed in 1965 when wages and salaries per man-hour rose 
by 6.7 per cent compared with a 4.9 per cent gain in productivity. An even 
greater difference in growth rates is likely to show up in 1966 reflecting the 
impact of wage settlement. 


69. The lower portion of the chart compares labour costs and profits per unit 
of output. The two lines are rough mirror images of each other, although, of 


course, the extent to which one declines is not matched accurately by an increase 
in the other. 


70. Unit labour costs in manufacturing continued to rise during the period 
of business stagnation in the late 1950’s. They turned down when the expansion 
got under way in early 1961 and the slack in the economy, the underutilized 
capacity, started to disappear. Unit profits moved roughly in line with the 
business cycle in both directions. 
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PRODUCTIVITY, LABOUR COSTS AND PROFITS IN MANUFACTURING 
(1956 = 100) 
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71. By 1965, the usual symptoms of prolonged high levels of economic 
activity had a marked impact on the cost and profit situation. Unit labour costs 
rose by 1.7 per cent compared with a 1.9 per cent decline in unit profits. This 
reflected the emerging squeeze on profits: higher costs on the one hand, resist- 
ance to corresponding price increases on the other hand. 


72. In the past, the system corrected itself by switching gears and moving 
from expansion into a decline. Today, however, it is the recognized goal of 
economic policy to sustain the upward movement. The goal, we submit, is in the 
realm of possible only if the rate of productivity growth improves. This, in turn, 
largely depends on the profitability of the individual enterprise and the proper 
functioning of the price mechanism. 


OTHER COST FACTORS 


73. Apart from the direct wage-profit components of the cost structure, 
there are other major influences which contribute to changes in the manufactur- 
ers’ price. The expense of distribution, including transportation costs, is one of 
them and so are tariffs, commodity and corporate income taxes. Another factor is 
the cost and availability of credit. 


74. In accordance with the general trend, manufacturers’ costs for transpor- 
tation have risen substantially during the past year. Generally, increases in rates 
have not been on a horizontal pattern nor on a nation-wide scale, but rather 
on a selective and regional basis. The sharpest freight rate increase has been 
imposed in the area of the smaller shipment where terminal labour costs im- 
pinge to the greatest extent, particularly on trucking rates. Illustrative of the 
many rate increases are the following: 


April 1965 Truck Rates, Ontario-Quebec 10% 
September 1965 Truck Rates (under 20,000 lbs), 17¢ per 100 lbs. or 10% 

Eastern-Western Canada plus 17¢ 
November 1965 Truck Class and Commodity Rates, 

Ontario-Quebec 10% 
December 1965 Truck Intra-Ontario Class and 

Commodity Rates 5% to 20% 
December 1965 Truck Rates, Canada-U.S.A. Approx. 6% 
January 1966 Rail Rates, various 3% to 10% 
February 1966 Rail Rates, Eastern Canada 3% to 10% 
May 1966 Rail Rates, Eastern-Western Can- 

ada 3% 
June 1966 Rail Piggyback Rates Approx. 10% 
October 1966 Rail Rates, General 10% 
November 1966 Truck Rates, Ontario-Quebec 8% 


75. While the impact of higher freight rates has already been substantial, 
there are indications that the manufacturer will be confronted with still heavier 
cost burdens over a wide spectrum of future transportation services. The gov- 
ernment freeze on freight prices since the year 1959 is to terminate with the 
passage of Bill C-231. Thereafter, the railways can be expected to adjust their 
rates along commercial principles. The size of recent wage settlements in rail- 
ways will compel them to seek price increases in every possible quarter. As a 
corollary, it is anticipated that the highway carriers will raise their rail competi- 
tive rates to roughly similar levels. 
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76. The impact of the customs tariff on the pricing structure is of much less 
consequence today than it has been in the past. A major reason for this is the 
fact that under the General Agreement on Tariffs and Trade (GATT), upwards 
of 100,000 actual tariff reductions have been negotiated on a mutually reciprocal 
basis by more than 80 nations which now belong to GATT. 


77. The effect of these tariff reductions on Canada’s foreign trade has been 
considerable. On the one hand, they have been instrumental in opening more of 
the world markets to Canadian manufacturers and producers. On the other hand, 
they have also resulted in substantial increases in imports of manufactured goods 


into Canada, many of which are directly competitive with Canadian manufac- 
tured goods. 


78. Almost every Canadian manufacturer has had to face up to these 
international challenges, not only in terms of being price-competitive but also in 
terms of quality, design and service. The present Kennedy Round GATT nego- 
tiations now under way in Geneva will undoubtedly result in even lower Cana- 
dian tariffs on imported manufactured goods. 


79. Another reason for the lesser impact of tariffs on prices is the fact that 
most industrial countries, including Canada, no longer look to customs import 
duties as a major revenue source. In 1933, customs import duties represented 
22.5 per cent of Canada’s total federal revenues. In 1965, they accounted for only 
7.8 per cent of total revenue. 


80. Notwithstanding the above, there are still some duties imposed on 
imported goods which, in the opinion of the association should be removed. An 
import duty of 7.5 per cent (the Most-Favoured-Nation rate) presently applies 
on imported machinery of a class or kind not made in Canada. This unneces- 
sary cost-handicap to Canadian manufacturers was imposed many years ago for 
the sole purpose of providing a preference in the Canadian market for machinery 
produced in Britain. The elimination of import duty on machinery which cannot 
be produced in Canada economically, within a reasonable period of time, would 
assist Canadian industry in keeping its costs down and prices more in line with 
foreign producers. 


81. No review of the price of goods would be complete without reference to 
the impact of the various commodity taxes which are imposed in Canada to-day. 
These commodity taxes may be either general or specific and both the federal 
and the provincial governments participate in both categories. 


82. Including levies imposed at all stages by the three levels of government, 
indirect taxes now account for about 15 per cent of Canada’s Gross National 
Product. As the Economic Council of Canada notes, “From 1949 to 1965, indirect 
taxes per unit of output rose more sharply than any other major cost component 

of GNP”’. 

83. Because the commodity taxes, levied under the Excise Tax Act, are 
_ payable by the manufacturer on his “sale price” at the time of sale, it seems 
pertinent to look at them first. The federal sales tax rate is 8 per cent to which is 
added a 3 per cent Old Age Security Tax, making a combined rate of 1] per cent 
at the present time. The rate of special excise tax varies according to the 
category of goods selected to bear this levy, and may be as high as 15 per cent. 
A manufacturer of radios or television sets, for example, pays a 26 per cent. 
rate—11 per cent plus 15 per cent—on the “sale price” of his products. 


84. Like other indirect taxes, these federal commodity taxes escape the 


consumer’s attention because he cannot readily identify them in the price of the: 
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goods he buys. Nevertheless, the revenue derived by the federal government 
from the manufacturer’s sales and excise taxes is considerable as shown by the 
following table: 


Federal Government Tax Revenues 
(millions of dollars) 


Fiscal 

Year ending Sales Tax Excise Taxes Total 

1960-+5: de ee 1,002.7 286 .6 1,289.3 
1961; Satis ® Yt 990.8 29087 152815 
TG.) sete ercee 1,044.6 26205 130777 
1963 is eee 1,108.2 260.4 1,368.6 
1964 aahccrst ae 1227149 273.4 H55b:3 
£OGCS Baw tan <; 1,587.8 269.1 1,856.9 
TOCG ira 3 sai f 1,917.2 296.2 2,213.4 


Source: Dept. of Finance—Monthly Statement of Government Financial 
Operations. 


85. The sudden jump in sales tax revenue for the period covering 1963-64, 
an increase of $169.7 million, and the period 1964-65, an increase of $309.9 
million, is significant. In June of 1963, a 4 per cent rate of tax was applied to 
machinery and apparatus used by manufacturers to produce goods for sale, and 
on building materials. In April 1964, this rate was increased to 8 per cent and on 
January 1, 1965, the rate became 11 per cent . While it is not possible to calculate 
how much of the tax revenue increase arose from the new application of sales 
tax to production equipment, a figure in the area of $140 million in a full year 
would appear to be of the correct magnitude. 


86. Not only does a sales tax on production machinery and apparatus 
increase the cost of producing goods in Canada, but it results in double taxation. 
The goods produced are taxed on their sale price which already includes a cost 
element reflecting taxes levied on the production equipment itself. 


87. The tax-upon-tax feature becomes still more pronounced when it is 
noted that many provinces also impose a retail sales tax of from 3 per cent to 6 
per cent on the manufacturer’s production machinery. Even those provinces 
which do authorize exemption from retail sales tax on production equipment 
tend to keep the exemption fairly limited. On this particular point, however, we 
should mention that, in the 1965-66 federal budget, announcement was made 
that the federal sales tax on production machinery and apparatus would be 
reduced to 6 per cent on April 1, 1967 and eliminated entirely on April 1, 1968. 
This was very welcome news to Canadian manufacturers. 


88. One other feature of a manufacturer’s sales tax is that it is imposed at 
the earliest level in the distribution process. This leads to a pyramiding of the 
tax burden and a greater cost to the final consumer than the amount of tax 
revenue actually collected by the government. 


89. It is of interest to note, therefore, that in its submission in 1963 to the 
Royal Commission on Taxation, the association suggested that the present manu- 
facturer’s sales and excise taxes be replaced by a national sales tax at the point 
where goods pass to the end-user or consumer. The association commented: 


90. “A sales tax collected at the final stage in the distribution of goods has 
the advantage of removing pyramiding (or markup) of the tax, which can be 
prevalent when the tax is levied at the manufacturer of wholesaler levels. It 
eliminates the problems of inequity in the tax base between goods produced by 
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different industries and between individual manufacturers as well. It also elimi- 
nates the inequities often created when imported goods enjoy a more favourable 
tax base than corresponding domestic goods. 


91. “It prevents distortion that selective taxes, such as the special excise 
taxes, tend to create in the buying patterns of the economy. It places on an equal 
tax base those goods imported or purchased in bulk for re-packaging for resale 
in Canada and those goods manufactured in Canada for sale. Furthermore, it 
corrects discrepancies in the tax base between goods sold under a private brand 
name and those sold under a national brand name. Greater uniformity in the tax 
base is obtained at this particular tax level than at other earlier levels”’. 


92. The impact of corporation taxes on final costs to the consumer varies 
greatly. Depending upon a number of factors, both external and internal to the 
individual firm, different proportions of the tax are absorbed by the sharehold- 
ers. Some part of the total tax burden, however, is necessarily an added cost 
component. 


93. The adverse effect of corporation taxes is even more pronounced on 
industries which produce for export or compete with imports. The Canadian top 
tax rate at 50 per cent compares unfavourably with the 48 per cent maximum 
rate in the United States. The differential, partly reflected in selling prices, does 
not appear to be appropriate for a developing industrial country such as we are. 
Neither is such a high rate of corporate taxation desirable from the domestic 
point of view, particularly if we want to generate more Canadian capital for 
investment purposes. 


94. Monetary policy, through changes in the cost and availability of credit, 
directly affects manufacturers. Some of the problems of restricted credit condi- 
tions are summarized below. 


95. If credit restrictions limit the expansion of Canadian output, producers 
of imported goods with sources of financing in their own countries may as a 
result expand their foothold in the Canadian market. Similarly, credit restric- 
tions can face exporters with either a loss of export markets to foreign competi- 
tors or with an inability to expand their share of export markets as they should. 


96. In periods of tight credit conditions, manufacturers find themselves 
called upon more and more to act as bankers to their customers. This is 
burdensome and represents additional costs to the manufacturer. 


CONCLUSIONS 


97. As the close examination of the pattern of industry selling price changes 
indicates, Canadian manufacturers have good reason to regard their price per- 
formance as one of moderation. In some industries international shortages of 
livestock and certain raw materials have exerted strong upward pressure on 
prices. In other industries, however, gains resulting from improved productivity 
are still being passed on to the customer in the form of lower selling prices. The 
record of the manufacturing industry as a whole has been comparative price 
stability. Even in recent months, with a growing number of firms caught in a 
profit squeeze, the rate of industry selling price changes has been considerably 
lower than increases in consumer and general wholesale prices. 

98. The key to the moderation displayed by the manufacturing industry is 
competition. Canadian producers are keenly aware of the existence of domestic 
and foreign competitors; they are prepared to absorb as much of the rising unit 
costs as economically feasible without endangering the future of the enterprise. 
_ Thus, price increases at the manufacturing level indicate that the limits to the 
firm’s own ability to accommodate higher costs have been reached. Even the 
_ truly big firms must keep a constant watch on their domestic and foreign adver- 
saries. 
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99. Business prospers under conditions of stable and balanced economic 
growth. For this reason, the maintenance of reasonable price stability is just as 
much in the interest of industry as of any other group. Manufacturers seek to 
contribute to this objective by expanding their productive capacity, by produc- 
ing more and creating more jobs and purchasing power in the process. They 
believe that the lasting solution to the problem of inflationary pressures is 
increased output. 


100. Any additional costs imposed at the manufacturing level will have an 
increasing impact on the price of goods to the final consumer. It is of prime 
importance, therefore, to try to avoid incremental costs whether they occur as a 
result of government action, labour settlements beyond what the economy can 
afford, or the hazards of business decision-making which obiously cannot always 
be exact or perfect. 


101. Much of our current troubles stem from forgetting the basic fact which 
the Economic Council of Canada so aptly expressed: “There is no way known to 
man of getting more out of the Canadian economy than is put into it.” At times 
when conditions are buoyant, there is always a temptation to try to get every- 
thing, more goods and services, more wages, more tax-supported welfare pro- 
grams, all at once. Each of these goals, of course, has merits of its own. But put 
together, they represent an impossible demand which the economy is forced to 
scale down through the inflationary process. Here, then, is the real ‘‘villain’’. 


102. The spread of inflationary pressures can be halted by strengthening the 
supply side of the economy and by improving the best resource-allocative 
mechanism we have at our disposel, the price system. A public policy which 
pursues these objectives has the best chance of achieving continued prosperity 
for Canada. 


The remainder of the text consists of comparative tables and source mate- 
rial. That is the end of our presentation. I wish to thank you. 


(See appendices following text) 


Co-Chairman Senator CROLL: As you went through your brief, I was just 
wondering, if we accepted all your recommendations, where would they get 
enough to pay for useful Members of Parliament? 


Senator Carter: Dr. Farrell, if I can start where you left off, with the “real 
villain,” is it the opinion of your association that at the present time we are 
trying to take out more than we put in? Are we trying to take out more than the 
economy can support? 


Dr. FARRELL: Very briefly, yes. We are at a condition of full capacity and the 
pressure to take out for various good and worthy causes is placing a burden 
which may very well result in further price increases and less buying power for 
the dollars we have got. 


Senator CARTER: Could you go a little further and give us some idea of what 
you foresee as a result of the impact of this on the manufacturing industry? 


Dr. FARRELL: Well, this is certainly off the top of my head, senator. So long 
as markets are growing, this burden can be carried, but, when we run into a 
period of much slower growth, then the first step can be declining profit margins, 
and the next step can be lower capital investment and lower employment. I am 
afraid that we are approaching that period. 


Senator CARTER: The answer to the nation’s problem, as you put it, is a 
stable and balanced growth. 


Dr. FARRELL: Yes. 


Senator CARTER: That presupposes an understanding of the goals and of the 
forces that work in the economy. | 
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Dr. FARRELL: Yes. 


Senator CARTER: Is your Association engaged in an educational program to 
your members? I notice that in one part of your brief you mention that even 
some of the manufacturers are not as well informed of these forces as they 
should be when they sit down to negotiate. 


Dr. FARRELL: I would like Mr. Whitelaw to answer that question. 


Mr. J. C. Whitelaw, Executive Vice-President and General Manager, 
Canadian Manufacturers’ Association: Senator, the Industrial Economists Forum, 
which is made up of a number of the economists from our member companies 
and market specialists, is a body which meets from time to time with the 
expressed purpose of looking at the economy and studying it, and then dis- 
seminating the results of its findings to our membership. This is done in a variety 
of ways, through our literature such as circulars, “Industrial Canada’, ‘“Indus- 
try” and that type of literature. It is done initially through our structural setup, 
our divisions and branches and information is also disseminated through that 
particular medium. We have other committees, of course, and they are numerous 
that have to do with various aspects of the economy, industrial relations, 
technical intelligence, and export trade committees. All of these bodies have as 
their objects to study the problems peculiar to the manufacturing industry and 
are designed to enable the association to make appropriate representations to 
different levels of government, and to better inform our membership across the 
country in this very area to which you make reference. 


Senator CARTER: When things are going well, and that, I presume, is when 
the rise in wages keeps pace with the rise in productivity—that is a basic tenet 
which you acknowledge, isn’t it? Now when the labour force and the manufac- 
turer get together to negotiate a new agreement, how much information do they 
have that will impress upon them—how much information do they have of the 
factors that are at work in both the productivity structure and the increase in 
wages so that they can keep their demands within reasonable limits? In one part 
of your brief you say, from what I can gather, that very often they are 
bargaining in ignorance. They see huge profits and there is a shortage of labour 
and so they go right in to get the most while the going is good. That might not 
necessarily be in their best interests. 

Dr. FARRELL: I would say first of all that the creation of the Economic 
Council of Canada has done more to disseminate, to examine, analyse and 
publicize the facts of productivity, wages and profits than has ever been done 
before. I think I would have to say that much bargaining is done on the basis of 
strength against strength. 

Mr. WHITELAW: If I might supplement that by saying that probably manu- 
facturers and unions are well informed in the area to which you make 
reference, but it is not unlikely that the rank and file are not as well informed 
as they should be about the impact of their demands. 

Co-Chairman Senator CROLL: Just following on that—how does a union 
leader sell to the rank and file something that appeals to him unless he discloses 
what he knows? 


Mr. H. B. Style, Immediate Past President, Canadian Manufacturers Asso- 
ciation: I think there is room for better educational communication both within 
the unions and as between management and its employees. A lot of that is going 
on at the present time. I know in most countries they are endeavouring to 
communicate better than they have done in the past, and to educate their own 
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people in some of these economic values. I believe there is room for unions to do 
more in this than they have done in the past. 


Mr. C. A. Pollock, Chairman, Tariff Committee, Canadian Manufacturers 
Association: Regarding the relationship between manufacturer and union officers 
or stewards, a number of companies have labour-management committees that 
meet regularly and on the occasions of these meetings, the union is pretty well 
informed as to what is going on as far as the market place is concerned and as far 
as the individual industry is concerned, and I think good effect is thereby 
achieved. As Mr. Style said we certainly have a very complex economy and for 
people in industry and to know what is going on entails very careful and very 
diligent study. The dissemination of information to union members is not an easy 
thing. It takes a long time. 


Dr. FARRELL: I would also like to add that industry certainly is aware of the 
presence of competition from others within Canada and is aware of the competi- 
tion of imports so it is working within limits within which it feels it can bargain. 


Co-Chairman Senator CROLL: You are going to have plenty of time to 
answer questions so please don’t try to answer them all at once. 


Senator CARTER: On page 15 you say “In the second quarter of 1966, wage 
increases recorded a peak, running at a 9 per cent rate. By comparison, during 
the previous economic expansion in Canada the peak was about 7 per cent in 
early 1957.” What was the main factor in each of these years? 


Dr. FARRELL: Have we the basic statistics there, Mr. Bartha? I believe the 
quotation is from the Economic Council report and I was consulting with our 
staff economist to see if he could identify where he found that. 


Co-Chairman Senator CROLL: The question was what were the factors con- 
tributing to the increases of a 9 per cent and 7 per cent. 


Dr. FARRELL: Yes. A part of it would be a very tight labour supply and 
strong bargaining positions. I would single out those two, a very tight labour 
market and very strong bargaining positions with the greatest strength showing 
in 1966 and 1957. I think we were in a tighter labour market in 1966. The 
reference is on page 132 of the third Annual Review of the Economic Council. 


Co-Chairman Senator CROLL: Senator McGrand, you had a question. 


Senator McGRAND: On page 8 you say that employees desire security of 
employment above all else in their jobs. Now I would take it that if it were not 
for this job security, and if someone was being laid off and taken on at the 
convenience of the company without any attention to this job security that a 
company could, perhaps, make more money and make more profits and the 
employee would survive by some other method. Now what has this job security 
cost industry in putting into effect or trying to put it into effect and maintain. 
What has that job security cost industry in total? , 


Dr. FARRELL: There is a cost involved and I am tempted to draw on the 
experience of some manufacturing presidents here. 
Senator McGRAND: Would it be a major cost or only a very, very minor cost? 
Is it a cost that is worth considering? 
Dr. FARRELL: It is very difficult to measure it. How about this, Mr. Engholm? 
Mr. ENGHOLM: The figures are not known today, but it is a difficult cost to 
arrive at. I would not think that we put it in as a high cost. 
Senator McGranp: It seems to. me that, when you are studying as closely as 
you do all the factors that enter into the field of rising prices, you would give 
some consideration to a subject that you consider is quite important, job 
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security. You say that job security is the most important thing the labouring 
man thinks about as far as his work is concerned. If it is that important, it must 
have been given some consideration in the preparation of the investigations that 
you have carried out as to the rising cost of goods. 

Dr. FARRELL: If I may commence the answer to that, I would say it is the 
feeling of responsibility for expanding employment which is very present in the 
minds of Canadian manufacturers. They wish to strive to grow, to have an 
expanding labour force, if they can, to avoid this problem. In short-term periods 
people are not let go quickly; they are kept on, to be sure that business will turn 
a little better. They hope against their better judgment sometimes that things 
are going to turn better. 

Senator McGranp: I know what you mean, but it must be quite a factor in 
the planning of your expansion in your industry when you know you have to 
write into that expansion the increased cost of maintaining job security. 


Dr. FARRELL: That is right. 


Mr. PoLuock: One of the very important things would be the flow of work 
that would take place in an organization. We do not spread work out over a long 
period of time, but we try to arrange it so that there will be steady employment. 

Then there are the long-service employees in a company. You do not let the 
long-service employee go, but find a place for him. He may or may not be as 
productive as you would like, and may not be able to earn what you are paying 
him. It is almost impossible to assess all these things, but it is a very definite 
factor which enters into the image of the company in relation to its employees. 
We are saying that in the employees’ mind this is the important thing. Therefore, 
we endeavour to give as steady employment as we can. 

Senator McGranp: Is it general throughout the manufacturing industry for 
companies to recognize the long period of service which a man has worked for 
the company and in some way compensate him, and overlook his lack of 
productivity at the time and keep him on as a sort of human relations effort? 


Mr. POLLock: I would say that as far as most companies are concerned, this 
is the sort of performance they give. 

Mr. STYLE: In most of our contracts we have seniority clauses which take 
care of the older employees. The man with the longer term of employment is last 
out. 

Co-Chairman Senator CROLL: I gather from what Mr. Pollock said, whether 
you have it in writing or not, that is the general approach. 


Mr. STYLE: Yes, it is. 


Mr. ALLMAND: Dr. Farrell, do you have members in the Canadian Manu- 
facturers’ Association from the food industry—in other words, the people who 
can and bottle and so forth? 


Dr. FARRELL: Yes. 


Mr. ALLMAND: Do most of the major food producers belong to the Canadian 
Manufacturers’ Association, the ones who have appeared before us—Heinz, 
Procter and Gamble, Libby’s, etc.? 


Dr. FARRELL: Yes, they do. 


| Mr. ALLMAND: On page 3 of your brief, at the bottom of the page, you say 
that “profits as a percentage of sales and net worth have been relatively lower in 
Canada than in other countries.” Do you have any figures on that? Do you have 
the comparable figures between Canada and other countries on which you base 
that statement? 
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Dr: FARRELL: There are two references in the text to that. On page 12, at the 
bottom, there is a comparison of after-tax profits in manufacturing as a percent- 
age of sales and net worth in Canada and the United States. 


Mr. ALLMAND: I saw that. You said it is lower in Canada than in other 
countries. 


Dr. FARRELL: The other reference was at the top of page 13, where a survey 
took place in 1961—and I think there was one since that time—by the National 
Industrial Conference Board of the United States, regarding American compa- 
nies with subsidiaries in various foreign countries, the profit on investment of 
their subsidiary companies, and Canada comes out rather low in that comparison. 
Canadian manufacturing does come out at the lower end of the range of 
profitability of American subsidiaries in companies around the world. 


Mr. ALLMAND: This is just with respect to subsidiaries here? 
Dr. FARRELL: Yes: 


Mr. ALLMAND: You do not happen to have a table of profit margins in 
Canada as compared to other leading industrial countries? 


Dr. FARRELL: Aside from this particular study I do not recall. 
Mr. WHITELAW: We might undertake to do that. 


Mr. ALLMAND: We have had comparative studies of increases in the cost of 
living, and so forth, in other countries, and it might be interesting to compare 
our profit rates with other countries. 


Dr. FARRELL: I think that is something we might leave with the staff. 
Mr. ALLMAND: Then I will move on to something else. 


On page 4, in paragraph 10, you state, “The brief stresses the role of the 
price system as the best means of allocating resources in a competitive economy.” 


You say, further down, that, “a formal incomes policy would not be an 
effective way of meeting the problem “of high levels of employment together 
with reasonable price stability in the Canadian setting.” 


What I would like to know from the Canadian Manufacturers’ Association is 
what solutions you propose to the high prices we have had over the last year. We 
have had great increases in food prices which have left a lot of people on fixed 
incomes in a bad position. You say you would leave it to the marketplace, but the 
marketplace has not seemed to be very satisfactory with respect to a lot of 
people, and many people are giving us solutions. We do not know whether they 
are good or not, but some people want to restrict advertising, some want to do 
away with gimmicks, others want a price review board or a department of 
consumer affairs, because they think this will help the situation. You say you 
want to leave it to the marketplace. It seems that if we do just that we might 
have a repetition of what we did have this last year. You say you consider price 
increases important from the manufacturing point of view. It seems they hit 
harder though at people in non-manufacturing, for the small man on a fixed 
income. I would like to know what you propose for more stable prices. 


Dr. FARRELL: I think you would agree prices can be brought down by 
increasing supply. If you increase the supply of goods, that will tend to bring 
down prices. We feel a high price now will induce an expansion of production 
which will bring down prices later. The other way is to restrain demand, which 
is a feature, in my view, of taxation and monetary policy. It is harsh and rather 
blunt in its impact on particular groups, but it does subtract from demand, and 
that tends to pull down prices. 

Mr. ALLMAND: Mr. Rasminsky in a speech in Rome recently, and also the 
Economic Council, I think, said we have to come to consider that fiscal and 
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monetary policy is not sufficient any longer to do these things, to maintain stable 
price levels. 


Dr. FARRELL: I believe he said monetary policy was not doing the job of 
stabilizing, but I do not know about fiscal policy. He said that monetary policy 
was being asked to do too much. Fiscal policy is an unpleasant way of taking 
money away by taxation, thereby subtracting from demand. 


Mr. ALLMAND: I understand you believe fiscal policy is the principal means 
of dealing with wide swings in prices, and this is what we have to rely on? 


Dr. FARRELL: Yes, I would lay my emphasis in that direction. 


Co-Chairman Senator CROLL: I gather he is going to be sending up shouts of 
“Hurrah!”’ when Sharp puts on the new tax. 


Dr. FARRELL: Since we do not know what he is going to do, we really cannot 
answer that yet. 


Mr. ALLMAND: May I ask you a further question, sir? Do you think that the 
application of fiscal policy in Canada at present is satisfactory? Do you think that 
we have sufficient tools to do this in Canada? I think that Dr. Deutsch before this 
committee said that we do not yet have enough information to be able to use 
fiscal policy to its best advantage. What is your opinion of that? 


Dr. FARRELL: I would regard fiscal policy as a blunt and useful instrument. 
There are a lot of things it cannot do, but it can assist policy. Far be it from me 
to argue with Dr. Deustch. I respect his judgment and experience, and I would 
defer to his general conclusion. 


Co-Chairman Mr. Basrorp: Mr. Allmand’s first question was: Is fiscal policy 
doing enough now? 

Dr. FARRELL: We are gradually swinging into it. I would say that the fiscal 
policy in the budget of 1966 did, with a time lag, what it was meant to do, but it 
takes time to work. Another very pertinent question at the moment is: Where do 
we stand in relation to business in the next 18 months. Is it likely to slump? If it 
is, then that calls for avoiding restraints. If the prospect is for an increase, well 
then—if the upward trend of business is still there then some measure of 
restraint is called for. We are back to making assumptions as to the course of 
business in the next 12 months, and it is on that basis that the mini-budget of 
this month will be decided. 

Co-Chairman Senator CROLL: That is what economists like you are in 
business for. Let us have your view. You are a top economist in this country. 

Dr. FARRELL: Promoted to it. I am concerned about the creeping restraint 
that seems to be developing in Canadian manufacturing today. I think that we 
are edging downwards. I think that the trend of— 

Mr. ALLMAND: In respect of capital investment or sales? 

Dr. FARRELL: In both capital investment and sales I think we are starting to 
Slump. It is my hope that this will not be for long. I think corrections are likely 
to show themselves by spring. I might be wandering a little too far from my 
subject here, but my impression at the moment is that we are into a slow-down 
period in capital investment, and in sales in durable manufacturing, and we are 
going to have to sweat this out. We are definitely into a profit squeeze, month by 
month, right now. 

Mr. ALLMAND: I wanted your opinion mainly on the measures you thought 
should be used to give us price stability in Canada. You say—and I guess it is the 
Opinion of the Canadian Manufacturers’ Association—that the main instrument is 
monetary and fiscal policy. 


Dr. FARRELL: With the emphasis switching towards fiscal. 
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Mr. ALLMAND: Yes, with the emphasis on fiscal policy. 


Dr. FARRELL: And without forgetting a supply policy. Let us not cut down 
capital investment to the point where it is contributing less than it should to 
employment and to the future increase in supply. That is the sad part of the 
restraint, because it does fall on capital investment and it does fall on modern- 
ization and growth. 

Mr. ALLMAND: What is the opinion of the Canadian Manufacturers’ Asso- 
ciation with respect to proposals that we have restriction on advertising in some 
way or another. This morning the witness proposed that not all advertising 
expenses be deductible as an expense for income tax purposes, but only a 
percentage. What would be your opinion on that? 

Dr. FARRELL: I would like to draw some of the active manufacturers into this 
discussion. 


Mr. PottocK: May I ask you a question? Who is to be Solomon who sets the 
rates. 


Mr. ALLMAND: Excuse me. 


Mr. PoLttock: Who do they propose would be the Solomon who would set 
the rates? 


Mr. ALLMAND: I suppose the same Solomon who sets all the other standards. 
Mr. Pottock: Advertising costs vary from one industry to another. 


Mr. ALLMAND: I am just repeating the proposal that was put to us this 
morning to you people. I am not taking a stand in favour of it yet, but I would 
like to know the arguments for and against it. This morning we had the 
arguments for it, and I would like to know what are the arguments against it 
from the Canadian Manufacturers’ Association. 


Dr. FARRELL: There has been no official policy statement on that matter. 


Mr. ALLMAND: We have had two witnesses who have proposed the same sort 
of thing with respect to advertising, gimmicks and so forth. 


Dr. FARRELL: I think we are wrestling with a very real problem here. There 
is the informational side of advertising which does help industry to adopt new 
ideas and the best techniques, the best machinery and the most efficient way of 
doing things. That does contribute to a better use of our manpower and a more 
productive Canada. 


Mr. ALLMAND: The people before us admitted that, but they said there was 
more wasteful advertising beyond that. This is what we have to decide as a 
committee. | 


Dr. FARRELL: Let us admit that there is some advertising that does seem to 
be mutually— 


Co-Chairman Senator CROLL: ‘“‘Wasteful” is the word he used. 


Dr. FARRELL: I hesitate to use the word. I would use in its place “cancelling 
out’. Advertising is expensive to business, and if it does not produce results then 
the next time around the advertising manager will not get that amount of 
money. It is an expense to help a business grow and prosper. If it does not yielda 
return then the budget is cut. I know our own advertising manager has a pretty 
hard time of it every year in respect of the budget he gets. If he does not produce 
results of a measurable magnitude then he does not get the money. 


Mr. StyLe: I think there may have been some confusion in respect of this 
question of advertising. The great majority of products that are advertised—I 
am not thinking so much of consumable goods as I am of hard goods. I am quite 
convinced—and I think everyone in that type of industry is—that the expendi- 
ture on advertising has reacted very much to the benefit of the public. For 
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instance, in the appliance industry, which is one of the industries that has 
reduced prices over the last ten years, if we had not been able to advertise new 
types of appliances and communicate with the public, and tell them what they 
could get out of it, we would never have been able to build the volumes or able 
to give the public the better price. 

It is very difficult to generalize about advertising, and to say that because 
someone says a particular type of advertising for a particular product is bad, 
then it is all bad. It is not. I think all of our industrial development in both the 
United States and Canada, and the higher standard of living that the two 
countries enjoy, is very largely due to good advertising of products, and to 
letting the people know what they can get. 


Mr. PouLock: I would back up what Mr. Style has said. We must remember 
that advertising is not an exact science, or an exact art. If the batting average 
is 75 per cent, then it is doing very well. Advertising budgets are scrutinized 
very carefully year in and year out by industries that spend a lot of money on 
advertising, and this is the only way in which they can keep advertising serving 
their operation usefully. 

We must remember too that there is a great deal of advertising that flows 
across the border by way of magazines, radio and television. Canadian firms 
must spend money in order to compete with the attractiveness that is being 
presented to the Canadian public by advertising entering the country in this 
manner. 

Mr. ALLMAND: Of course, you have brought up an interesting point. One of 
the witnesses who proposed a restriction on advertising pointed out that we 
already had it with respect to advertising in American magazines. It was said 
that if we can do it for nationalistic purposes, for the purposes of promoting 
Canadian magazines, then maybe we could also do it for other purposes such as 
trying to cut out excess expenditures in this area, thus reducing costs and prices. 
If we can do it in one area perhaps we can do it in another area. 

Mr. Pottock: Advertising is basically a communications medium. It tells 
people about things in which they are interested. Retail stores and manufactur- 
ers must communicate the specifications of their products and the value that they 
can mean to the customer. As Mr. Style said, a good deal of the standard of living 
in this country and the United States has been brought about by the public’s 
understanding of what manufacturers produce for the public, and what they 
make available to the public. 

Mr. ALLMAND: Do you honestly believe that in order to have the large 
markets that you have that you require these large advertising budgets; that 
without the large advertising programs we could not obtain these large mark- 
ets? Is that correct? 

Mr. Pottock: To some extent. There is competition, of course. Each man 
puts his best free-enterprise foot forward and tries to sell as much as he can. 
This is in the best interests of serving the public and from the point of view of 
providing a good price. Certainly if we do not inform the public we cannot 
expect them to respond. 

Co-Chairman Mr. Basrorp: You mentioned in your brief—‘‘we must in- 
crease our productivity and should take all steps to encourage our productivity.” 


On page 18 the brief states: 
This is particularly evident for those manufacturers who are actively 
engaged in the export trade, a field where international competition 


weeds out the inefficient in short order. 


Is it not just as desirable to weed out the inefficiency in the domestic 
market? 
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Dr. FARRELL: It happens quickly in the export trade. As you get back into 
the sheltered industries, the domestic industries, yes, we do have foreign compe- 
tition by way of imports, and the effort towards better productivity is appropri- 
ate everywhere. However if we lose ground in exports we have lost in a 
hurry—we are out of the game quickly. 

Co-Chairman Mr. BAsrorp: But would not much freer trade into Canada be 
one of the best ways of eliminating inefficiencies at home and increasing our 
domestic productivity? 

Dr. FARRELL: In another point in the brief it was mentioned that the trend of 
import tariffs in Canada has been drifting downwards say compared with 15 
years ago, with a much lower level of tariffs, and I think the exposure of the 
Canadian economy to foreign competition is greater. 

The other side which others will raise is that when we are right up against 
an American economy which has the advantages of scale and technology, re- 
search and development, can we keep up with these people all the time on a duty 
free basis? I think we get some difference of opinion even from the C.M.A. on 
that. The case for a modest level of tariff protection might be explained by 
someone on our tariff committee. 

Co-Chairman Mr. Basrorp: I want to put this before Mr. Pollock goes, and 
he can correct me if I am wrong, that Canadian Manufacturers’ Association has 
historically been the most persistent and powerful lobby against the reduction of 
tarifis? 

Dr. FARRELL: It has changed a great deal. I do not think we can say that is 
the case now, because the membership does include large and small exporters, 
sheltered domestic producers. Officially, I do not think it can be said now it is 
any longer a tariff lobby. 

Co-Chairman Mr. BASFoRD: I looked up the 1966 annual report. 

Dr. FARRELL: That is a good source. 

Co-Chairman Mr. Basrorp: And throughout I did not see any great cheering 
for freer trade. I see a reference in the report as follows: 

The association has expressed its appreciation to the Government for 


measures which have been taken to effectively control excessive imports 
of certain sensitive goods into Canada. 


That is dealing with voluntary quotas, like Japan. It continues: 


Certain safeguards to Canadian industry have been written into the 
new section 37A. ; 


Then on another page: 
Because tariff concessions made by Canada to the United States 
would automatically be extended to other countries under our Most- 
Favoured-Nation trading policy without obtaining any reciprocal ben- 


ge eet eee The association has requested the Canadian Govern- 
ment to exercise caution should this happen. 


In the brief the only tariff reduction specifically asked for is one that did 
allow your members to import certain plant and machinery not made in Canada. 

Mr. WHITELAW: Before hearing from some of my associates on the left, may 
I supplement my remarks? I suggest to you that there is nothing in that annual 
report presented to our annual meeting last June which permits anyone to draw 
the conclusion that the Canadian Manufacturers’ Association is a high tariff 
organization. I emphatically state for the record that C.M.A. is not and has not 
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been a high tariff organization. This is a myth that needs to be destroyed and 
should be destroyed here and before any other forum. There is a vast difference 
between asking for a reasonable tariff policy for this country of ours and 
declaring that the tariff must be an insurmountable one, a high wall over which 
goods coming into Canada should not be permitted to enter. The association 
holds to the philosophy that freer trade, not free trade but freer trade, is a 
healthy situation for this country. That is the position the association espouses 
today and has espoused for many years. 


Any reference to GATT,—and I will call on one of my associates to speak on 
GATT, because he is better informed than I am—Mr. Basford, is simply a 
statement of the fact that we are in the midst of negotiations, the end result of 
which can have some very substantial impact on Canadian manufacturers. 
Anything else but to rationalize reasonable protection for domestic industry, not 
hothousing industry, not in any sense of the word suggesting that we wish for 
inefficient manufacturing operations, would not be acceptable. We hold no brief 
for that type of operation. May I call on my associate? 


Mr. McCutcuHeon: Before hearing from him, what would be the stand of the 
Canadian Manufacturers’ Association on an enlargement of the free trade pact, 
such as we have in the automobile business? Would this mean that with your 
products there would be a tremendous reduction in prices such as there has not 
been in the automobile business? 


Mr. WHITELAW: I will call on one of my associates to answer that. 


Mr. Richard Lang, Manager of Tariff Department, Canadian Manufacturers’ 
Association: Within the association’s policy, the association is fully in support of 
the objectives of the General Agreement on Tariffs and Trade. This is an 
organization of over 80 nations who are meeting together to lower tariffs on a 
reciprocal mutual basis. It is true that everybody is in there negotiating on their 
own behalf and do not want to give any more than they get; but on an over all 
basis we support this policy. In the context of that we are primarily saying, in 
one way, that we should not be giving away more than we are getting. In other 
words, we are saying open the door for Canadian manufacturers and export 
more manufactured goods. This is going to broaden our base. One of our 
problems in Canada has been the case of a small domestic market and shorter 
production runs, and therefore costs are so much higher than some of our 
competitors in the United States. 

To answer your question about the automobile agreement and probable 
recent discussions about relations with the United States, etc., that is a matter 
that is being given close examination in our committees. 

I would not hesitate to say that the majority of Canadian manufacturers 
are opposed to Canada becoming too closely tied economically or politically with 
the United States. This does not mean, however, that Canadian industries com- 
parable to the automobile industry, cannot find advantages in getting into a 
broader American market so that they can have longer production runs. There 
may be advantages to some of our industries, and we certainly would not 
Oppose any negotiations on a mutual reciprocal basis, provided some safeguards 
are put into such agreements, as in the automobile agreement, where we are 
assured there is going to be increased Canadian production over a period of 
two years. I think this is only reasonable and it is one of the safeguards that 
we mentioned in our brief which should be looked forward to in regard to our 
Canadian economy. 


Co-Chairman Mr. Basrorp: Some time in the spring of next year we are 
going to have a budget for the next fiscal year. It is the policy of the association, 
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I believe, as with others, to make an annual presentation to the Government 
before budget time. Do I take it from what you have said that your presentation 
to the Minister of Finance for the next fiscal year will be beating the drum for 
freer trade? 

Mr. WurItELAw: I cannot forecast at this stage what the content of the brief 
will be. We are hammering it out at the present time for submission, and 
certainly our policy in respect to promotion of trade will be receiving very 
careful consideration. I would say it will be consistent with my observations of a 
very few minutes ago, namely, that we look with favour on freer trade. That, 5 
suggest, is the context of the area within which we will be making our represen- 
tations in the portion of the brief which deals with trade as distinct from 
taxation and other aspects of our submission. 

Co-Chairman Mr. Basrorp: The Economic Council, in its Third Annual 
Review, page 29, says this: 

In this context, Canada has clearly reached a stage in its progress towards 
economic maturity which warrants a much closer look at the possible 
contributions which freer trade could make to productivity growth in 
various sectors of the economy. Increased specialization, leading to in- 
creased international marketing, could add significantly to the growth of 
real income per capita. 


Would you support that? 
Mr. WHITELAW: I would say so. 


Co-Chairman Mr. Basrorp: Having got the Manufacturers’ Association out 
for free trade— 

Mr. WHITELAW: Freer trade? 

Co-Chairman Mr. BasrorD: I would like to change for a moment to a matter 
which is of great importance to your members, a matter before this committee, 
namely, the question of corporate disclosure. As you are undoubtedly aware, we 
have asked corporate witnesses who have been here, many questions and for a 
great deal of information disclosing their sales figures and so on. Many of them 
are private companies and therefore those figures have not been available previ- 
ously. The Stewart Royal Commission recommended in 1959 or 1960 much 
greater corporate disclosure. What is your position on this? 


Mr. H. J. Hemens, Chairman, Committee on Corporation Law, Canadian 
Manufacturers’ Association: On the question of corporate disclosure, you are 
aware of the new provisions of the Canada Corporations Act, which provide for 
considerable disclosure, considerably greater disclosure than was the case in the 
past. 


Many of our members are also “caught”—I use the word inadvisedly—under 
the new provisions of the new Ontario Securities Act, in respect of disclosure 
under those new provisions. The act, as you know, has not yet been proclaimed 
but is expected to be proclaimed shortly. 


We find that, despite considerable research, the requirements for corporate 
disclosure are not effectively much greater than those which the federal Par- 
liament brought into effect in the amendment of the Canada Corporations Act. 
That is, corporate disclosure. Was your question also concerned with directors 
and officers disclosure? 


Co-Chairman Senator CroLL: That is provided under the Dominion Act 
now. 
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Mr. HEMENS: Directors and officers disclosure, yes, in a rather lesser way 
than it is or will be provided under the Ontario Securities Act, but certainly it is 
in effect, the disclosure is habitual and monthly. 

Co-Chairman Senator CROLL: Yes. 

Co-Chairman Mr. Basrorp: American subsidiaries operating in Canada that 
are wholly-owned by their parents are of course private companies, or most, by 
and large, are at least in that they have one shareholder, the American parent, 
and consequently have to disclose very little indeed. The parent company issues 
a consolidated balance sheet in which the Canadian figures are indistinguishable. 
Does the association have a position on this, that such companies, including the 
Canadian private companies themselves, should have to make the same disclosure 
as public companies? 

Mr. HEMENS: I cannot answer whether the Canadian Manufacturers’ Asso- 
ciation has a position or not. I have a position. 

Co-Chairman Senator CROLL: What is it? 

Mr. HEMENS: My position is that wholly-owned subsidiaries of American or 
other foreign public companies should be under the same obligations as is a 
Canadian public company. I do not think this is necessarily true of the smaller 
type of companies. There, of course, you are into the same position as we were in 
a few minutes ago, of who is going to be the Solomon. I cannot say that it is in 
the interest of the country, in the interest of the public, or in anybody’s interest 
that small private companies should be charged with the obligation and the cost 
of the sort of disclosure which is required now of Canadian public companies. 

Co-Chairman Senator Crouu: The British, who have had a lot of experience 
in this field, in their new law provide for disclosure by private corporations. 

Mr. HEMENS: I cannot quarrel with you on that, senator. I have been reading 
up on it. I was not aware that they had gone so far. 

Co-Chairman Senator CROLL: The act is there. I will not say that it has been 
passed. It is part of the total act. 

Mr. HEMENS: My impression is that it has been in contemplation since the 
time of the Jenkins Commission of about six years ago. 

Co-Chairman Mr. Basrorp: The distinction between private and public has 
been the number of shareholders? 


Mr. HEMENS: That is right. 


Co-Chairman Mr. Basrorp: Possibly some criteria on the basis of the sales 
could be worked out? 


Mr. HEMENS: Total assets, possibly. 

Co-Chairman Mr. Basrorp: You have taken the same position that the 
committee had, that we could hardly say that a manufacturer like Dominion 
Stores, which is a public company, has to issue a public financial statement, and 
that Great Atlantic and Pacific Tea Company, a large corporation in Canada, has 
not. : 

Mr. HEMENS: There is certain information available, of course, to the 
Government under the Corporation and Labour Unions Returns Act. 

Co-Chairman Mr. BAsrorp: But confidential information? 

Co-Chairman Senator CROLL: Some of it is not confidential. 

Mr. HEMENS: That is a matter for the Government to decide, whether it is 
confidential or not. 

Mrs. MacInnis: On advertising, do you think any useful line could be drawn 
between advertising which is informative or communicative in its nature, and 
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advertising which is high pressure persuading? Is there a possibility of drawing a 
line there? We are being approached by people who think such a line should be 
drawn. . 

Mr. Poutock: I always say with regard to broadcasting that there should be 
about 10 per cent educational content in the broadcast. Most advertising has 
some educational value. Where you divide the two I would not know, I do not 
think it would be possible. 


Mrs. MacInnis: Would this hold good in such type of advertising as gim- 
micks, in package devices or on package give-aways? That is really basically 
advertising or promotion. Would it be possible to come up with a given line 
where competitors would find that these things were outlawed or discouraged? 
Would that seriously affect the business? 


Mr. PottocKk: I do not know enough about retail business to give an opinion, 
but these large organizations do not spend money on wandering ideas. They 
spend it to bring sales to their organizations and undoubtedly these things are 
serving that particular purpose. 

Mrs. MacInnis: On page 3 of your brief you say: 

We wish to assist the work of this committee by submitting our views 
on the pattern of price movements and the relationship between prices, 
profits, wages, productivity and other factors affecting manufacturing 
operations. However, it has been a long-standing policy that price struc- 
tures, price policies and the establishment of manufacturers’ prices do not 
come within the scope of the Association’s work. 


Why is that so? 

Mr. WurIteLAw: This certainly has been our policy over many years. The 
question of price structures, price policies, the establishment of manufacturers 
prices, this question has always been the prerogative and the responsibility of 
the individual members of the association. We have never in the past, nor do we 
now, concern ourselves with policies in that particular respect. We are not 
unmindful of the fact that there is legislation on the books of this country that 
makes it obvious as to why, among other reasons, we should remain aloof from 
intervention of that kind. 


Mrs. MacInnis: Have you any policy regarding the desirability of income 
distribution and trying to get some kind of stabilized income levels for poor 
people? To give a pointed example, there are over 27,854 Canadians reporting 
incomes of over $25,000 in 1965, a jump of 25 per cent over that of 1964. At the 
other end of the scale, the number of people in the $1,000 to $2,000 bracket also 
increased during that period. Now, what effect does this widening gap in income 
have on manufacturing and on the sale of your products to consumers. 


Dr. FARRELL: Well, I think, if there are people with incomes of $25,000 or 
more, certainly there is considerable more investment in Canadian enterprises. 
That is the income group that does provide the investment of new capital to keep” 
Canada Canadian, I would say. 


. Mrs. MacInnis: What I am trying to get at is this: you are saying that 
guidelines possibilities affecting wages and prices and productivity together, and 
so on, are not desirable. What is your policy for seeing that your products are 
sold and that price levels are kept stable, having in mind incomes at the same 


time? What is your policy for the relationship between prices and incomes and 
productivity? 


Dr. FARRELL: We are back to individual opinions, I think. I do not think 
there is a C.M.A, policy on record on that. Certainly, if it is the feeling of the 
Committee and public that high incomes must be confiscated by taxation— ; 


a! 
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Mrs. MacInnis: I am not talking about that. I am talking about trying to 
keep the thing in balance. To give you a specific case, for instance, where you 
have pensions and low incomes in forms of social allowances and that sort of 
thing, would you be in favour of tying those allowances and pensions to a rise in 
prices or to a rise in productivity? 


Dr. FARRELL: There is no official policy, and any expression is just an 
individual opinion, but the point that would concern me is whether in the pursuit 
of a personal income distribution policy we would impede the trend towards 
good productivity performance in industry and employment generally. 


Mrs. MacInnis: Well, has this been the result in Sweden? When the head of 
Sweden’s Economic Council was before us a little while ago, he told us that such 
was the case there, that pensions and lower incomes were tied to the cost of 
living. Has that impeded their productivity? 


Dr. FARRELL: I was in Sweden a month ago myself, and there are certain 
features of Swedish life that I feel need exposure, as being far short of the North 
American performance. There is no question that the Swedes have done more 
than we have towards the redistribution of income. But there are other prices 
that they have to pay in the form of corporate initiative, I believe, although they 
have individual initiative. The Swedes, interestingly, and I think this was 
probably brought out by the previous witness referred to, have, along with the 
redistribution of income policy, bent over backwards to help industry to keep a 
strong profit re-investment program going. This might appear to be choosing 
opposite poles, but they have, I think, accomplished the modernization of indus- 
try by very generous allowances to corporations to keep reinvesting their profits. 


I am in danger of getting beyond my depth, Mrs. MacInnis. 


Mrs. MacINNIs: Has your organization a policy for trying to see that incomes 
are tied to prices? You see, we are faced with this rise in prices situation. Has 
your organization anything to do with a policy on also keeping incomes rising to 
meet those rising prices, particularly in lower brackets? 


Dr. FARRELL: Well, we usually have that pressure exerted on us through the 
trade union movement to keep the wages as high as we can afford within our 
productivity and within our profits. 


Mrs. MacInnis: But I am not even talking necessarily of the entire wage 
earning group, because there is management and labour and these often appear 
to some other people as more or less the whole thing, and they forget about the 
group of people who are not even able to get wages. I am very anxious to find 
out whether your Association ever thinks of that low income group or takes it 
into its calculations at all. 


Mr. WHITELAW: I think, Mrs. MacInnis, it would be safe to say that, as a 
responsible organization, we are concerned over the position of the lower income 
people; particularly the fixed income people. But I would just like to make this 


observation, if I may: I hope that we, as an association, are not in any way 


desirous of seeing earnings in Canada depressed. We are most desirous of seeing 
healthy earnings and healthy incomes tied in with productivity. The better the 


_ productivity, the better the capacity to pay income; the better the income, the 
better the prospect of selling more products and stepping up our production. This 
is our philosophy, without having what might be described as a formalized 
policy. But this is certainly the approach that the Association takes to this 
- question of enhancing the purchasing power of the Canadian public. 


May I just make one other observation? I think you mentioned something 


| about people earning $2,000 or less. 


Mrs. MacInnis: Between one and $2,000. 
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Mr. WHITELAW: There must be a very large number of people, I suggest, in 
that group who would be part-time workers, because it does seem to me that even 
the minimum wage legislation of our province makes it mandatory that the 
income would be in excess of that particular figure. It must be a very substantial 
number of people, therefore, who would be working part-time. 


Co-Chairman Senator CROLL: Let us get on. Are there any more questions, 
Mrs. MacInnis? 


Mrs. MacInnis: Well, I imagine that that is a fairly fair statement except 
for one more thing, and that is that in the paying of wages, forgetting about 
the ones who are not getting wages, and just concentrating on those who are 
earning wages, would you believe that there should be escalator clauses to 
ensure that wages would go up in accordance with productivity? 


Mr. WHITELAW: I would say there is certainly much to commend that. We 
have no formal policy in that direction. I am not trying to evade the question, 
Mrs. MacInnis. 


Co-Chairman Senator Crotu: I have noted Senator O’Leary and Mr. 
O’Keefe, but before I let them ask questions I have two questions of my own. I 
will ask one and save the other. The brief presents a case here complaining, not 
improperly, against, or at least bringing to our attention, high corporate taxes, 
tariffs, sales taxes and other taxes, and then it finishes up at the bottom of page 
20 by speaking of another factor, namely, the cost and availability of credit. 


Anybody in your delegation may answer the question that I am going to ask, 
because it affects them all. Most of the members of your delegation here today 
are people who have borrowed money from the bank, and they have credit in the 
bank. That is true, is it not? 


Dr. FARRELL: Yes. 


Co-Chairman Senator CroLL: Many of them are leaving in the bank a 
compensating balance, paying a service charge and paying standby fees of 13 
per cent. Why have you not got a brief before the Banking Committee complain- 
ing about that aspect of the cost of credit? 


Mr. W. D. H. Frechette, General Secretary, Canadian Manufacturers’ Association: 
Mr. Chairman, my name is Frechette. I am the General Secretary of the 
Canadian Manufacturers’ Association. 


Co-Chairman Senator CROLL: I was hoping that one of the businessmen 
would take the question, but that is all right, go ahead. 


Mr. FRECHETTE: The money market in Canada is a pretty efficient organiza- 
tion and the very purpose of monetary policy in the time when restraint is 
appropriate is to raise the cost of credit in order to put a dampener on demand. 
If the regulation of the banking system makes it impossible for business borrow- 
ers to get the amount of credit they need for their operations, they are forced to 
seek their necessary capital from other sources. Experience indicates that this 
ie very much more expensive than the costs to which they are subjected by 

e bank. 


Co-Chairman Senator CROLL: I do not want to embarrass you, but that was 
not my question. You were not answering my question. Perhaps it is not possible 
to get an answer, but what I asked was why you were not making representa- 
tions to the Committee against that practice which has found its way into this 
country in more recent years. That was my point. 


Mr. FRECHETTE: I should have answered your question more directly, sir. 
The Association did present a comprehensive brief to the Porter Commission 
in 1963. Much of the philosophy of that brief and many of our specific recom- 
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mendations were accepted by the commission and incorporated in their report 
and have to a satisfactory extent been reflected in draft legislation. 


Co-Chairman Senator CROLL: The difference is that the recommendations 
you made to the Porter Commission were made behind closed doors. 


Mr. FRECHETTE: Oh, no. They were made at open meetings. 

Co-Chairman Senator CROLL: They were open to the public—well, then, I 
take that back. But if you made these recommendations to the Porter Commis- 
sion, that was three years ago. Were you talking then about compensating 
balances? 

Mr. FRECHETTE: Yes, they were mentioned at that time. 


Co-Chairman Senator CROLL: But were they imposed on people in your 
organizations three years ago? 

Mr. FRECHETTE: Their effect was well known because they had been used in 
the United States. 

Co-Chairman Senator CRoLL: Of course they had been used in the United 
States. But this is a recent innovation. When you talked to the Porter Commis- 
sion they were not in effect in this country. Since they are in effect I am asking 
why you are not making representation before the committee on banking where 
they can be dealt with. I think I know the answer. 

Co-Chairman Mr. BAsrorpD: Surely if you all stick together the banks cannot 
call all your loans. 

Co-Chairman Senator CROLL: Senator O’Leary. 

Senator O’LEARY (Antigonish-Guysborough): I have two questions, each of 
them relating to efficiency. My first question, Dr. Farrell, is based on the fact the 
agricultural industry in Canada is more efficient than the manufacturing indus- 
try. Do you accept that statement? 

Dr. FARRELL: Not without qualification, no. I think what you may have in 
mind and what I would agree with is that the pace of productivity improvement 
in agriculture in the past ten years has been sharper than it has been in 
manufacturing. But as for the value of output per man in agriculture as com- 
pared with manufacturing, it is lower. 


Senator O’LEARY (Antigonish-Guysborough): This is a point I am making 
with regard to output. Your bible which you have been quoting very extensively, 
must bear me out that as a general rule the agricultural industry is more 
efficient. You can use any number of terms to explain this efficiency, but going on 
this basis and accepting that part of my general statement, what in your opinion 
is the reason for this? We have received various reasons from other witnesses 
and I would like to know yours. 


Dr. FARRELL: The increased application of capital to assist labour on the 
farms, the enlargement of farms, the increased use of fertilization, better seeds 
and species, perhaps more efficient marketing between the farmer and his 
market—these all contribute something, but I think the increased use of machin- 
ery on the farm and the increased use of machinery with livestock and 
increased capital investment, enlargement of the farm unit—I think these have 
all played their part. However, let us take a look at farms in certain parts of 
‘anada— 


Senator O’Leary (Antigonish-Guysborough): Take the industry, don’t start 
taking particular farms. We are talking about comparisons with the industries. 


Dr. FARRELL: There has been a great improvement but despite this there has 
been a considerable drift of manpower from the farms seeking opportunities in 
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industry which is, perhaps, a reflection of diminished population needs in farm- 
ing. I would not have been able to tackle this question but for the fact that I was 
an agricultural economist before I came into industrial economics. 


Senator O'LEARY (Antigonish-Guysborough): My next question deals with 
efficiency again. Why is there this rather severe gap between our Canadian 
manufacturing industry and the American manufacturing industry? 


Dr. FARRELL: This has concerned us a good deal too. The tenor of your 
comment is why is it that the $100,000 of investment in Canadian manufacturing 
does not yield the same value of output as it does in the United States. I can 
think of two main reasons, the first is that in the past decade large capital 
investments have been made in the resources component of Canadian manufac- 
turing such as the mining and smelting component and the chemical industry 
component where the necessary investment has been in large lumps, and we are 
not getting the pay off from these large lumps. The second reason is that we still 
have this persistent problem of small runs of a size. This results from the limited 
size of the market. The steel industry of Canada which I happen to work with 
would be at its most efficient with maybe one or two companies supplying the 
Canadian market and concentrating to get a large volume at their most efficient 
plants. We are not recommending consolidation, particularly when you have 
firms like Dosco which must survive. I get back to the point I made earlier about 
smaller production runs, and we are making progress on that. 


Co-Chairman Senator CROLL: I have heard it said and I have made the 
statement myself, and I consider it to be an authoritative statement that the 
Steel Company of Canada is as efficient as any similar company in the United 
States as a result of automation and a lot of brains at the top. 


Dr. FARRELL: I hesitate to take that compliment in its entirety because I will 
say that in terms of physical equipment we do match up and the same could be 
said of numbers 2 and 3 in the industry. We do match the best to be found in the 
United States, but we also have this persistent problem of small runs when you 
get out to the rolling stages. The necessity of making small runs and marketing 
right across Canada, selling in small lots, does subtract greatly from the efficien- 
cy we have worked up in the first two-thirds of the steel making process. This is 
a chronic problem of Canadian industry, this problem of small runs to a size and 
roll changes—process changes. I think I have pursued that subject far enough. 


Senator O’LEaRY (Antigonish-Guysborough): I have one more supplemen- 
tary queston arising out of that. Do you feel that the working habits of the 
Canadian executive, shall we say, are not quite as good as those of his American 
counterpart? You don’t think this is an important factor, do you? One witness 
which we had before us went into this in detail and thought it was a very 
important factor. 

Dr. FARRELL: Of necessity we must be more generalistic in the nature of our 
work. We must do a little of this and a little of that. Perhaps we have to sacrifice 
a little efficiency because of this. Have you any comments on this, Mr. Pollock? 

Mr. Potuock: You put your finger on it. It is a question of aggressiveness in 
any one area. The greater the specialization the greater our agressiveness in that 
area by way of research, development and production. To this extent greater 
specialization can be carried on in the United States as compared with Canada. 

Senator O’LEARY (Antigonish-Guysborough): Does this specialization make 
an executive go to work at 7.30 in the morning instead of 9.30? 


Mr. PouLock: You are talking about the executive going to work at 9? 


Senator O’LEaryY (Antigonish-Guysborough): Yes. Questioning the working 


habits I wanted to get your opinion on this as a factor. You mentioned specializa- 
tion. 
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Mr. PoLLock: There is an opportunity to do the thing more intensely 
because of specialization in the larger market. 


Dr. FARRELL: I doubt if there is much difference in the drive. 
Co-Chairman Senator CROLL: Mr. O’Keefe. 


Mr. O’KEEFE: On page 13 at paragraph 37 you say, “Profits, as suggested 
earlier, cannot be excessive over time in a truly competitive system.” Do you 
think that this system under which we operate in Canada is a truly competitive 
system? 

Dr. FARRELL: I doubt if you could name many Canadian industries that can 
rest on their laurels, that nobody is going to come in and compete with. 

Co-Chairman Senator CROLL: I was going to come in on the same subject. 

Mr. O’KEEFE: Just to finish that point, the suggestion is that profits can be 
excessive then? 

Dr. FARRELL: Not for long, because competitors will come in and give you a 
hard ride and cut down your market size. 

Mr. O’KEEFE: What do you consider “‘excessive’’? 

Dr. FARRELL: “Excessive” is enough to attract the next fellow in, I guess. It 
is somewhat above the level that is necessary to attract capital in. 

Mr. O’KEEFE: That would be approximately what percentage? 

Dr. FARRELL: Well, you are asking a question about where the corporate 
treasurers would say, ‘‘This is the line we draw. Below this prospective level of 
profit and net worth we will not invest.” The profit on net worth after taxes is 
about 10 per cent, and you will not invest, if you cannot get a profit, below that. 

Mr. O’KEEFE: You would suggest that anything over 10 per cent is exces- 
Sive? 

Dr. FARRELL: You cannot have it for long. 

Mr. Pottock: No, I would not say that. It depends entirely on how fast 
moving the industry is; how much tooling is required to keep this industry 
competitive. This has a great deal to do with the amount of profit, in order for a 
business to keep itself in the place in the industry in which it is operating. 


Mr. O’KEEFE: It is awfully hard to keep the word “excessive” in your mind 
when you cannot get any specific percentage. 

Mr. PoLtock: That market will take care of that. 

Mr. O’KEEFE: Not always. 

Mr. POLLocK: Well, over a long period of time. 

Mr. O’KEEFE: How long—over 100 years? 

Mr. POLuLock: It is moving too fast today. 

Mr. O’KEEFE: Well, that is how long Canada has been going. 

Mr. STYLE: J think it is very much dependent on the risk. If you were going 
into a high risk business you would want a higher profit margin. 

Co-Chairman Mr. Basrorp: Before Mr. O’Keefe joined the committee we 
had Kellogg’s here who for years and years have received a very high rate of 
return and as much as admitted it continued and it was still there, as reported in 
1959 by the royal commission. 

Mr. O’KEEFE: What rate was that? 

Co-Chairman Mr. BASForRD: 22 per cent. 

Co-Chairman Senator CROLL: 22 or 27 per cent. 
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Mr. O’KEEFE: I think Mr. Whitelaw said his philosophy was that you should 
have an income that can enhance the consumer’s purchasing power. If you look 
down at your breakdown of manufacturers’ sales dollar and notice that the 
wages and salaries in 1965 were only 19.7 per cent— 


Co-Chairman Senator CROLL: Which one is this? 
Mr. O’KEEFE: Page 34, Appendix II. 
Co-Chairman Senator CROLL: Wages and salaries, 19.7 per cent—yes? 


Mr. O’KEEFE: This is the extreme right-hand column under “Wages and 
salaries’, 19.7 per cent. In 1958 they were 22 per cent. When you consider wages 
and salaries also include management salaries, directors’ fees, payments to 
employees, etc.—in other words, there are more than the actual wages and 
salaries in there—I suggest the 30 per cent mentioned earlier in the brief could 
be added to the 19 per cent and still have only 25 per cent of the net sales or 
about 50 per cent of materials. I would like your comments on that, or someone’s 
comments. 


Co-Chairman Senator CROLL: I have a little trouble understanding what you 
say. Go a little slower, please. 


Mr. O’KEEFE: Shall I go over it all again? 
Co-Chairman Senator CROLL: Please—slowly. 


Mr. O’KEEFE: In 1965 wages and salaries are listed here as 19.7 per cent—of 
the net sales, I assume. 


Dr. FARRELL: Yes. 
Mr. O’KEEFE: In 1958 they were 22 per cent? 
Dr. FARRELL: Yes. 


Mr. O’KEEFE: Which would suggest a considerable drop in wages and 
salaries, when you consider wages and salaries include all wages and salaries, 
including management salaries and directors’ fees? 


Dr. FARRELL: Yes, that is right. 


Mr. O’KEEFE: I suggest you could add the 30 per cent mentioned and still 
have only 25 per cent of the net sales. 


Co-Chairman Senator CROLL: What 30 per cent? 


Mr. O’KEEFE: The 30 per cent mentioned as an exorbitant charge made by 
some labour organizations which were mentioned in the brief. That is the 30 per 
cent somebody talked about during the summer. 


Dr. FARRELL: This is specific to the Seaway. 
Co-Chairman Senator CROLL: Yes, that is the Seaway increase. 


Mr. O’KEEFE: Yes, I am suggesting this seemingly exorbitant increase could 
be appiied to your wages easily and yet not be exorbitant. 

Mr. STyLe: I think you have to bear in mind that if there is a 30 per cent © 
increase all around it is not only on these wage figures, but all the materials that 
come into this picture are going to be affected by the same wage increase in 
services, so you cannot attribute 30 per cent to that wage only. 

Mr. O’KEEFE: How would the wage increase affect the cost of materials? 


Mr. STYLE: In the same way. 


Mr. PoLLock: The companies supplying the raw materials would be affected 
in the same way. 


. Co-Chairman Senator CroLL: But you have a different item here for mate- 
rials. The point that he is making is that the 30 per cent you have reference to 
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refers to wages and not to anything else, and if you had added that to the 19.7 
per cent you would still be ahead. 


Dr. FARRELL: Perhaps Mr. Bartha would like to add something. 


Mr. Peter Bartha, Economic Research Director Canadian Manufacturers’ Asso. 
ciation: Sir, I think you ought not to compare these figures. First of all, you 
are absolutely right in looking at the 22 per cent and comparing it to the 19.7 per 
cent, but you should also look at the absolute figures. These figures are a break- 
down of the sales dollar. Over the same period the actual dollar increases from 
$1.955 billion to $2.644 billion, which looks like $700 million, so it is about a 25 or 
26 per cent increase, or something like that in absolute terms. 


If you go down the table you will find under “Excise and sales taxes” in 1958 
that took 3.5 per cent of the sale dollar. In 1965 it took 5.6 per cent of the sales 
dollar. So there is a very substantial increase in that cost component. I think if 
you consider the increase in absolute terms over the period, you might have a 
better idea than if you take the percentage distribution of the total in any 
particular year. 


Finally, I want to mention that if you look at line 1, items 10 and 1G 
“Dividends” and “Retained in the business” and you add them, you will find that 
in 1958 they accounted for 4.6 per cent of the total, and in 1965, a very high level 
of economic activity, they accounted for 4.9 per cent of the total. 


Mr. O’KEEFE: It still does not affect the fact you had less in wages percen- 
tagewise in 1965 than you did in 1958. 


Mr. BarRTHA: Less of the sales dollar, but far more in absolute terms. You 
paid far more in wages. You paid a smaller proportion of the sales dollar, 
because other expenditures have increased faster, such as indirect taxes have 
increased faster than wages. 


Co-Chairman Senator CROLL: I have another question, and that is for you, 
Dr. Farrell, or anyone else who wants to answer. On page 13, the same as Mr. 
O’Keefe, I follow on with the rest of the paragraph and read it for background. 


Thus, a public policy which aims to encourage economic growth can 
assure that profits are adequate, and not more than that, by fostering 
competition through the economy. In some instances, regulations and laws 
may be beneficial to prevent undue concentrations of market power. In 
other situations, however, government intervention in the normal func- 
tioning of the market place only introduces rigidities and distortions 
which ultimately tend to reduce competition. 


Let us talk about “‘concentrations of market power” for a moment. Tell me, 
what competition do you think there is in this country when 75 per cent of the 
grocery retail trade, and growing, belongs to five or six supermarkets, when 40 
per cent or more of the food industry is controlled by one man, when 90 per cent 
of the detergent business is controlled by three organizations, and when 85 to 90 
per cent of the baby food business is controlled by two organizations. Where is 
the competition? 


Dr. FARRELL: Well, you have certainly given instances of extreme concen- 
tration. I think the question which follows is: Does the Canadian public feel by 
their having so few producers that there is a risk that prices will be held up on 
stilts when the producers are relieved of the competition of prices? I have not a 
ready answer for that. 


Mr. HEMENS: May I say a few words on the subject generally, Mr. Chair- 
man? 
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Co-Chairman Senator CROLL: Yes. 


Mr. HeMENS: First of all let me do so in a rather different context. As you 
know, the Economic Council of Canada is undertaking a study of combines 
policy, and to some extent this impinges on the general field of combines or 
anti-trust. One of the things I am sure that the Economic Council is going to 
consider very seriously—and I hope I am not misquoting Dr. Deutsh—is what 
ought to be the purpose of a combines or anti-trust policy. Clearly, the purpose 
ought to be to forward the economy of Canada, and not to impose artificial 
restraints or per se laws or things of that nature for the sake of having per se 
laws. 

This brings us into the field of what is undue concentration of market power. 
In the studies I have made to date—and I hope to make submissions in this area 
to the Council in due course—one of the real problems has been the number of 
people in Canada, or the number of customers in ‘Canada, taken side by side with 
what is an economic unit of production. 

Now, I appreciate that that does not apply particularly to the food industry. 
I do not know anything about the food industry—lI just eat its products—but in 
other industries with which I am more familiar we run into the problem of small 
scale that has been already spoken of by Dr. Farrell. In many cases the unit of 
production which we have to use in Canada is not, in absolute terms, an 
economic unit of production. Consequently, if you have in a hypothetical 
industry, with possibly 20 million customers, six different companies each with 
an uneconomic unit of production you are achieving nothing but a lack of 
economic production. In a case such as that it may well be that two companies in 
Canada would not be an undue concentration of market power. In other words, 
what I think we have to look at is what is the best in the general interests of 
Canada having regard to the most economic use of the productive facilities we 
have available. 

I am not sure that I have answered your question, but I have at least stated 
my views. 

Co-Chairman Senator CROLL: You can be positive that you have not an- 
swered my question. As my own economic expert I am most unhappy about the 
question I have asked. 

Co-Chairman Mr. BasrorD: This is a supplementary question. Do you con- 
sider that we have effective anti-merger regulations? 

Mr. Hemens: What do you mean by “effective anti-merger regulations’? 
What concerns me is not the question as to what are effective anti-mer ger 


regulations, but what ought to be the policy of Canada with respect to mergers ~ 


or anti-mergers. Once we have determined that we can determine what are the 
right things to legislate in that respect. 
Co-Chairman Mr. Basrorp: Why has it taken us 99 years to decide whether 
mergers are a good thing or a bad thing. 
Co-Chairman Senator CROLL: We have not decided that yet. 
Mr. HEMENS: No, we have not decided it, and to the extent that we have 
decided it—and I am expressing a personal view again—we have simply played 


copy cat with the United States of America, and in circumstances that are 
completely different from what they are there. 


Co-Chairman Senator CRoLL: Do you think we would be better off by 
playing copy cat with Great Britain in this respect? 

Mr. HemeEns: No, I think it is high time we set up our own policies, and 
looked at our own interests. 


Co-Chairman Senator CROLL: But if you have the United States on one side, 
and Great Britain on the other, what is in between? 
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Mr. HEMENs: I shall be glad to give you a discourse on that. I am going to 
tell that to the Economic Council. I do not think we need to follow either 
slavishly. 


Co-Chairman Senator CROLL: I think it concerns us, and we are groping for 
a solution. Have you some ideas? 


Mr. HEMENS: We are working on our representations, yes, sir. 


Mr. ALLMAND: Mr. Hemens, the present combines legislation is based on 
the presumption that all monopolies and combines are bad, or that they affect 
unduly— 


Mr. HEMENS: Yes. 


Mr. ALLMAND: In Germany and Italy they take the position at certain times 
that large concentrations were good in certain instances because they gave a 
better deal to the consumer and to everybody. Are you suggesting that perhaps 
we should take a look at both of these policies, and draw up one that is suitable 
for Canada as a whole? 


Mr. HemMens: Almost precisely that is what I am suggesting. 
Co-Chairman Senator CROLL: Senator Carter has a question. 


Senator CARTER: I have two or three questions that were left over from 
before. 


Co-Chairman Senator CROLL: Very well. 


Mr. Potutock: Mr. Chairman, in that regard you referred to certain types of 
competition, and I think Mr. Style and I would like to draw your attention to the 
fact that there is some very severe competition in the television business, for 
instance. There are ten companies in Canada serving 20 million people, whereas 
in the United States there are about 20 companies serving 200 million people. 


In the woodworking industry—I do not know the situation in the United 
states—there are over 2,000 companies. A thousand of them are very small and 
employing from one to two people, but there are many companies employing 25 
or 30 employees in the woodworking industry. So, there is a tremendous amount 
of competition. Mr. Style could make the same statement with respect to the 
washing machine and refrigerator industry. 


Co-Chairman Mr. BASsForp: If what you say about the woodworking indus- 
try is true then why is it that this committee has heard evidence to the effect that 
television sets cost $200 more in Canada than they do in California? 


Mr. Pouuock: The radio, television and hi-fi industry pays sales tax of 11 per 
cent, excise tax of 15 per cent, and there is a currency differential between the 
two countries of 74 per cent. A colour T.V. set in Canada costs $1,000, but if 
those taxes were not imposed—and they are not imposed in the United States 
—there are no comparable taxes in the American figures—then that colour 
television set would sell for somewhere between $730 and $750, which would be 
comparable to an American price of $660 or $680. 

Co-Chairman Senator CROLL: The Chairman of the committee has a singular 
mind, and he has directed it towards food products. The question was directed 
towards that. If we ever get to the point where we start to study the television 
business then I guarantee we will be listening to you. 

Senator CARTER: I refer you to your Appendix II at page 34. Are the funds 
that are retained in the business, retained for the expansion of business? Is that 
the purpose of these funds? 


Dr. FARRELL: Yes, they are for re-investment. 
Senator CarTER: I notice that in 1956 you retained $300 million. 
Dr. FARRELL: That would be the peak of the capital boom in 1956-57. 
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Senator CARTER: And ten years later, in 1965, you retained the same amount. 
Now, your sales have gone up from $8 billion to $13 billion. It would seem 
logical to me that if you are expanding your operations on that scale then it 
would be necessary to retain a proportional amount in the business for further 
expansion. 


Dr. FARRELL: Part of what you say is correct, that the capital investment as a 
ratio of total income in Canada was lower in 1965 than it was in 1956, but it was 
to a far greater extent domestically financed. There was a great deal of imported 
capital in 1956—a great deal of investment from abroad—to make that possible. 
There was debt financing to go in there. Borrowing from abroad would go in 
there. 

Senator CARTER: So that is not the true picture? 

Dr. FARRELL: The point you raised is a very valid one, but I think of an 
explanation of debt financing from abroad as supplementing investments from 
retained earnings. 

Senator CARTER: You are saying that competition is a good policemen so far 
as prices are concerned. On page 10, at paragraph 27, you say, “The very basis 
of the enterprise economy is competition.” Then on page 24, at paragraph 75, 
you talk about freight prices going up, and you say: 

Thereafter the railways can be expected to adjust their rates along 
commercial principles. 


Then you go on to say: 


...it is anticipated that the highway carriers will raise their rail competi- 
tive rates to roughly similar levels. 


Dr. FARRELL: That is what we said. 


Senator CARTER: Is that not competition in reverse? How do you square 
these two sets of ideas? 


Dr. FARRELL: Well, the end of any era brings adjustments problems, and 
when railways are given a new set of working rules and are told to function, 
well, without a lot of rates being frozen, then charges are going to go up, and 
after the transportation industry has adjusted to the new set of rules, I think 
they are going to be efficient and will contribute more to Canada. 

Senator CARTER: But these railways are making a profit or they would not 
be in business. So if they raise the rates because the other carriers do they are 
just increasing their profit. 

Dr. FARRELL: In the highway sector, yes, but then if they raise them so far— 


Senator CARTER: But how do you square that with competition as the great 
factor in regulating prices and costs? 


Dr. FARRELL: Is anyone from transportation here? I should like some com- 
ment. 


Mr. WHITELAW: The transportation representative has just left. 

Dr. FARRELL: I must plead a certain degree of ignorance in trying to answer 
something on transportation. 

Co-Chairman Senator CROLL: That has nothing to do with it. Take the 
problem in its principal sense. What he is talking about is competition. You 
admit that the railway companies will have a new set of rules? 

Dr. FARRELL: Yes. 


Co-Chairman Senator CrotLt: And you also admit that the transportation 
companies are now running along and making money. 
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Dr. FARRELL: The highway sector. 


Co-Chairman Senator CROLL: What you say is that when the railways geta 
better deal the highways will immediately match them; and Senator Carter’s 
point is that they are then taking an undue profit. 


Dr. FARRELL: For the short run it may well be, until you— 


Senator CARTER: Where will those costs be reflected, at the manufacturers 
level or the retail level? 


Dr. FARRELL: Reflected perhaps more so at the retail level, but to some 
extent at the manufacturers level too. 


Co-Chairman Mr. Basrorp: I want to ask this question. You talked about 
some of the labour settlements last year. We have had a number of very 
expensive work stoppages and at this very moment according to all reports, in 
my own province, there is a shutdown on account of a labour dispute or 
management-labour dispute. It is being fantastically costly to people involved 
and to the economy of the province. Have you any remedies on how these 
situations can be avoided? 


Dr. FARRELL: I am not the best person to answer that, and I am looking for 
someone who can answer better. 

Mr. WHITELAW: We have been endeavouring in our own modest fashion to 
impress upon labour the fact that the demands that are made are identified with 
the capacity of the economy to absorb these demands, to meet these demands, 
and that this responsibility on their part is of paramount importance. A settle- 
ment that is forced upon any segment of the economy, whether it is in the case of 
the western part of Canada, British Columbia, or any other segment of the 
country is of a kind that will react right across the land, and unless there is 
responsibility on the part of the people who are urging settlements in excess of 
what our productive capacity can meet, then we certainly are going to be 
continually confronted with labour unrest. 

However, it is not only a question of the wage demands being related to our 
productive capacity, it is a question of an avoidance of labour unrest that was 
expressed in other forms, such as wildcat strikes, that we have been confronted 
with in such a rash in these past months—a question of disrespect for law and 
order on the part of some of our friends in the labour field. I underscore that 
word “some” because there is a very big body of responsible labour in this 
country headed by very responsible labour leaders. But we must also recognize 
the additional fact that the labour leaders, the responsible labour leaders, have 
difficulty in having the rank and file follow their directions and their guidance 
and their suggestions in these labour negotiations. 

I think one other factor that has much to do with this question of labour 
unrest you mentioned, Mr. Basford, is this, that a fairly big percentage of our 
employees, people in the labour movement, are extremely youthful, they are 
aggressively militant, they have never known what it is to have to fight for a 
position in a given field of endeavour, they have been able to move from one job 
to another with the greatest of ease; the question of a depression or a recession 
has never been part of their upbringing. As a result, there is, I suggest, a lack of 
a feeling of responsibility on the part of the rank and file that is divorced from 
the realities of the market economy. 

I think that all of these factors—there is no one factor but a combination of 
factors—has provided this current labour unrest situation that has obtained in 
the past, and I suggest probably currently obtains in British Columbia. 

I say that in a spirit of concern, not a spirit of criticism but of real concern 
to the association. 
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Co-Chairman Mr. Basrorp: What is the view of the association on strikes 
and lockouts, without casting any aspersion, or work stoppages in essential 
industry? 

Mr. WHITELAW: We have taken a position quite recently, I might say, Mr. 
Chairman, and this is speaking nationally, that in so far as public service 
employees are concerned as defined in Bill C-170, which would exclude crown 
corporations like Polymer, and the like, that in the best interests of the economy, 
the well being of the Canadian public, strikes should be precluded and that 
recourse should be had to other techniques of resolving these disputes. These 
techniques might well be conciliation, mediation and conceivably arbitration, but 
only in that field of public service found in Bill C-170. 

There are some other provinces you are aware of. One that comes immedi- 
ately to mind is the Province of Saskatchewan, where you do have an outlawing 
of strikes in public service and hospitals—that type of thing. In Ontario we do 
have an outlawing of strikes in the area of hospitals under certain specific 
conditions, but restricted to hospitals. Does that answer your question? 


Co-Chairman Senator CROLL: It looks as if there might be a couple of 
supplementary questions. 


Mr. ALLMAND: The suggestion you make would not include the major areas 
where there were strikes this year—dockworkers, railway workers and seaway 
workers? 


Mr. WHITELAW: That is correct. 


Mr. ALLMAND: You do not think there should be special provisions for 
compulsory arbitration if a strike is deemed against the public interest? 


Mr. WHITELAW: In studying this admittedly complex question, our com- 
mittee found it difficult to differentiate between essential, non-essential and 
key operations. For that and probably other reasons, it was decided to restrict 
our recommendation in the manner I have just spelled out. 


Mr. ALLMAND: Right now, each time there is a crisis, we have to come to 
Parliament and pass a special law affecting that particular strike. Would the 
Canadian Manufacturers’ Association prefer there should be a general law to 
allow the Government to decide that there was a strike against the public 
interest and giving them power by order in council to refer the matter to 
compulsory arbitration? 


Mr. WurteLAw: Probably I can best answer that by saying it is the long 
term policy of the association that there should be a minimum of Government 


intervention in the field of labour-management relations. That being the case, we © 


have up to the present at least decided that Government involvment of the 
fashion I have just mentioned should be restricted to public services. 


Mrs. MacInnis: Is it not true that any clamping down on labour will not 
deal with the underlying causes of labour unrest? Is it not true that a very big 
cause of labour unrest has been, first, that the unions have seen the great price 
rises which have affected them recently, that their cost of living has risen faster 
in the earlier period—I know that wages are catching up, but in the earlier 
period was not the increased cost of living a factor; and in the second place, is 
not labour anxious to have some determination of security for itself, now that 
automation is coming in? Is there not a responsibility on other shoulders also, as 
well as on labour, to make sure that these questions are settled, because these are 
vital for unions? Merely to clamp down and say: “This strike has to be prevent- 
ed, and stopped’”—is that merely keeping a festering sore rather than getting at 
it and dealing with the cause? 


Mr. WHITELAW: Wages have not only kept abreast of the cost of living 


latterly, but they have exceeded the cost of living rise. To that extent I would 
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say that what may have been a condition in the more remote past is not a 
condition today, and I think you would admit that. 


Mrs. MacInnis: No. On that point, I want to say that the recent Bureau of 
Statistics release pointed out that price increases during the period of the last 
five years have robbed the unions, the organized workers, of one-half of what 
they had won by strikes. This is a release which came cut the other day and 
I have it here. 


Mr. WHITELAW: This may not be entirely relevant, but I think it has a 
definite bearing on the point at issue. In the most recent issue of ““Time’’, if I may 
direct your attention to the part given to Canada, on the first page of the 
Canadian section there is a very interesting chart which shows a very substantial 
rise in wages and salaries in manufacturing, with a relatively modest rise in 
consumer prices, and the one exceeds the other. And this has to do with the first, 
second, third and fourth quarters of 1965 and the first and second quarters of 
1966. Therefore, I think there is a situation today where wages have risen much, 
more rapidly than consumer prices. 


Mrs. MAcInnIs: It is true that wages are now catching up to productivity— 


Mr. WHITELAW: They are in excess. They are not only catching up but they 
are in excess. 


Mrs. MacInnis: We can hear about that when we are dealing with it later, 
from our counsel, as to the accuracy of that. The point I want to make is that this 
is not just something that happened in the last quarter of 1966. We have a period 
of 18 months with a very substantial rise in prices and in the cost of living and 
food prices. 


When one is talking about machinery for outlawing strikes and that type of 
thing, I want to ask you if you do not believe that such a thing would be 
self-defeating, that on the part of organized labour you have a feeling that the 
cost of living was the reason for these strikes; and now, the other thing that is at 
the root, the fact that they need to get some kind of security for automation 
which is coming in, which is now, as you said in your brief, the greatest single 
cause of difficulty right now. Could you not outline other measures as well as 
possible Government orders which would clamp down, which we are discussing 
now? 

Mr. WHITELAW: I would just touch on the first point and then come quickly 
to the second. On the first point, reference to authoritative statistics will make it 
abundantly clear that over the period 1956 to 1965, the question of wage rises 
contrasted with the cost of living index figure—reference to those figures will 
show that wages have risen more rapidly than cost of living figures. That is an 
accurate statement, not merely a personal statement. 

Secondly, in so far as the question of security of employment is concerned 
on the part of our employees in the manufacturing industry, I would suggest, 
Mrs. MacInnis, that there is no area of greater concern to the manufacturing 
industry than that of being able to look after the security of our employees. 

Technological developments—automation, if you want to call it in that 
particular fashion—are being introduced on an ever-increasing scale; but as they 
are being introduced, management is giving great concern to the impact of this 
development on the well-being and the welfare and on the security of these 
employees. There is a great deal of thought, of study and of concern going into 
the impact of these improvements in our capacity to produce. The discussion is 
taking place at the individual plant level and at the industry level. Many 
conferences are held under the aegis of the Canadian Manufacturers’ Association 
and other organizations, all directed toward the objectives of lessening the 
adverse impact of these improvements on the security of the employee. 
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Mrs. MacInnis: Has not this been a cause of strikes? As a matter of fact, I 
know it was. We had one bad lengthy industrywide strike in my own province 
of British Columbia, the case of workers in the oil and other industries. These 
things cannot be obviated merely by passing Government decrees that all strikes | 
shall be outlawed. Is there any possibility in Canada of our moving a little more 
forward? 

Again I quote Sweden because we had Professor Kragh and other people. In 
Sweden, at the beginning of the year, the manufacturers’ association sits down ~ 
with the collective union bargaining association, for a collective session on 
bargaining agreements, industrywide, which will do for that year, and then 
strikes are out after that. 

Mr. WurreLaw: May I make this comment, Mrs. MacInnis. Sweden is a 
unitary state. Here in Canada we have eleven governments. Labour relations and 
labour legislation is primarily the prerogative of the provinces. Primarily. We 
know that there is a big segment of employees that fall under the umbrella of 
the federal Government, but basically and fundamentally, with that exception, 
labour legislation is the jurisdiction of the provinces. 

To that extent, it seems to us as an association that industry bargaining is — 
not too viable a way of handling labour-management relations. 


Mrs. MacINNis: Could it become so? 


Mr. WHITELAW: I question. I question. We are prepared to look at anything © 
from a constructive viewpoint but I question this. 

Co-Chairman Mr. BasrorD: I would like to ask Dr. Farrell particularly, 
because he has been with the Steel Company of Canada, which has had some- ~ 
thing to do with this question, whether he would favour the establishment of a ~ 
prices review board. 

Mr. Wutte.aw: I think it is a mistaken idea of what is right. Believe me, ~ 
competition will straighten you out if you are wrong on price increases. The © 
plunge that we have had in steel operating rates has made us wonder about the — 
appropriate level of steel prices. But that came as a shock. When that particular — 
kind of power was directed against us, because it is an overwhelming power, it is 
an unequal fight, if you are told to roll back, with all of the administrative 
rulings and so on that are within the Government system. I think that was a 
rather sad experience. 


Mr. Chairman, I would just like to read into the record one statement that 
would probably help clarify some of my comments in answer to questions from 
Mrs. MacInnis. 

With your permission: 

1956 to 1965, 58 per cent wage salary increase in manufacturing; 23 per 
cent consumer price index increase. 


This will give you the statistical figures. 
Co-Chairman Senator CROLL: With respect to that particular industry? 
Mr. WHITELAW: No, this is manufacturing generally. 


Co-Chairman Senator CROLL: You appreciate now that we have kept you 
here till 6.20 so that we can get overtime. 


Mr. WHITELAW: Do we get overtime too? 
Co-Chairman Senator CROLL: No, you do not. We do. 
You started out by reading your brief. Let me say on behalf of the Com- 
mittee that it was a very valuable contribution. It is a delight for us to have the 


men who give good leadership to the industry and our country and to see them 
and to hear them. It is always profitable. We thank you. 


" 
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Mr. Charles Perrault, member, executive council, Canadian Manufacturers’ 
Association: Messrs. Chairmen, ladies and gentlemen, may I, on behalf of my 
colleagues from the C.M.A. thank you for your hearing of our brief. Your 
courtesy and interest have been much appreciated, and this interest was clearly 
demonstrated by the large number of questions directed to our delegation. Please 
be assured in turn of our interest in your important inquiry, and of the coopera- 
tion of our members and staff if it should be needed at any time. 

Messieurs les présidents, mesdames, messieurs. 

Permettez-moi, au nom de mes collegues de l’Association des manufacturiers 
canadiens, de vous remercier pour votre audition de notre mémoire. Nous avons 
apprecié la courtoisie et l’intérét que vous nous avez témoignés ainsi qu’en fait 
foi le grand nombre de questions adressées a notre délégation. Soyez assurés a 
votre tour de notre intérét en votre travail, et de la collaboration de nos 
membres et de notre permanence si vous en avez besoin. 


The Committee adjourned. 
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1884 JOINT COMMITTEE 
APPENDIX Ia 
INDEXES OF PRODUCTIVITY, LABOUR COST AND 
PROFITS IN MANUFACTURING 
(1956 =100) 
eee en a 
Per Unit of Output Per Man-Hour 
Man- Labour Labour Labour 

Output hours Cost Profits Cost Profits Cost Output 
PIVEN SG Fe EONS, SAN ee 
1955.2: 91.5 95.4 90.4 92.0 98.8 100.5 94.8 95.9 
1956.. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1957... 99.8 99.2 105.5 89.2 105.7 89.4 106.4 100.6 
1958.. 97.9 94.3 105.2 85.1 107.5 86.9 111.6 103.8 
1959. 105.2 96.0 vg 100.7 105.6 95.7 115.7 109.6 
1960.. 106.6 94.0 114.4 92.3 107.3 86.6 sd ee y 113.4 
1961.. 110.4 93.2 heey 94.5 104.8 85.6 124.1 118.5 
1962.. 119.8 97.4 124.3 110.3 103.8 92.1 127.6 123.0 
1963.. 125.2 100.4 131.8 124.2 102.8 96.9 es Ne 127.7 
1964.. 140.1 105.7 143.5 426.4 102.4 96.4 135.8 132.5 
1965.. 152.2 109.3 158.4 144.0 104.1 94.6 144.9 139.2 


wt BAe ee 


Vee DBS Index of Industrial Production, Labour Income, Corporation Profits and Daily Bulletin, 
June 7, 1966. 


APPENDIX Ib 


CHANGES IN PRODUCTIVITY, LABOUR COST AND 
PROFITS IN MANUFACTURING 


(Percentages) 

Per Unit of Output | Per Man-Hour 

Man- Labour . Labour Labour 
Output hours Cost Profits Cost Profits Cost Output 
perma iin ee ee ee ee ee re eres ho SEE 
1065/562:4.6) 26 eee 9.3 4.8 10.6 ard 1.2 — 0.5 5.4. 4.3 
TOBA DOA oe Ronee oie ze — 0.2 — 0.8 5 —10.8 Det —10.6 6.4 0.6 
TORT / BAS 72s Sa eee — 1.9 — 4.9 0.3 — 4.6 Py — 2.8 4.9 Pe 
FORE HO hens ns ee ce 1.8 5.6 18.3 1.8 10.1 ee 5.6 
1850700. te Gore onare 1.3 — 2.1 3.0 — 8.3 1.6 — 9.5 5.2 3.5 
19G0/GL tin aes cae 3.6 — 0.9 Lal 2.4 2.3 — 1.2 2.0 4.5 
TOGT SBI or Puce coe. 8.5 4.5 7.4 16.7 1.2) 7.6 2.8 3.8 
EV 1 5 Ree eae eee | 7.0 3.1 6.0 12.6 1.0 §.2 2.9 3.8 
Wenig fOcoe wae fucks ke oe 9.3 5.3 8.9 8.8 0.4 — 0.5 3.4 3.7 
LOGE BR cc... SAE HAE 8.6 3.4 10.4 6.6 Eg — 1.9 Get 4.9 
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APPENDIX IIb 


INTERPRETATION OF HEADINGS NOS. 1-14 


. Net Sales (that is, gross sales, less returns and allowances.) 
. Other Income. 


. Wages and Salaries (all wages and salaries including management salaries, 


directors’ fees, payments to employees for holidays and in connection with 
profit sharing or production incentive plans, unless such payments are 
distributed only upon retirement of employee or some similar basis, in 
which case they are to be included in 4.) 


; Employee Benefits (payments to pension plans, group life, sickness or 


hospitalization insurance, workmen’s compensation, unemployment in- 
surance, medical services, cafeterias, welfare funds, 25-year clubs, etc.) 


. Materials (including raw materials, finished and semi-finished parts, mate- 


rials purchased for resale, materials consumed in processing or assembly 
operations, and packaging and shipping materials; but not including shop 
and factory supplies to be included in 7.) 


. Excise & Sales Taxes (included in 1 above, remitted or to be remitted to 


Dominion and other Governments. ) 


. Other Expenses (including shop and factory supplies, power, water, mu- 


nicipal taxes, maintenance, repairs to buildings, machinery and equip- 
ment (not including salaries and wages or employee benefits included 
in 4 above), office, administrative and selling expenses not included above, 
including charitable donations and interest expense.) 


. Depreciation. 
. Taxes on Income (Dominion and Provincial taxes on income.) 
. Dividends (dividends declared on preference and common shares.) 


. Retained in the Business (that amount of the year’s income not paid out 


in dividends.) - 


. Number of Employees (average over 12 month period of fiscal year.) 
. Number of Shareholders (average over 12 month period of fiscal year.) 


. Total Investments (total assets less actual liabilities other than funded 


or long-term indebtedness. ) 


Note: Item 14 was changed in 1957 to read: 


Total Net Worth (capital stock—preferred, common, etc.—and total re- 
tained earnings—surplus and reserves.) 
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First Session—Twenty-seventh Parliament 


1966 


PROCEEDINGS OF 
THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND HOUSE OF COMMONS ON 


CONSUMER CREDIT 


(PRICES) 


No. 25 
JS~™ 


s 
ra ’ rt. &, 


THURSDAY, DECEMBE 8, 1966 
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JOINT CHAIR EN! oo 
The Honourable Senator David A. Croll 


and 


Mr. Ron Basford, M.P. 


WITNESSES: 


The Canadian Labour Congress: Mr. William Dodge, Executive Vice- 

| President; Mr. Russell Irvine, Director of Research; Mr. John Fryer, 

Assistant Director of Research. Food and Drug Directorate, Dept. of 

National Health & Welfare: Dr. R. A. Chapman, Director General; 

Mr. A. Hollett, Director, Bureau of Operations; Miss E. M. Ordway, 
Chief, Consumer Division. 
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ROGER DUHAMEL, F.R:S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
Ottawa, 1966 
25340—1 


MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 


Carter, 
Cook, 
Croll, 
Hastings, 


Allmand, 
Andras, 
Basford, 
Cashin, 
Choquette, 
Clancy, 
Code, 
Crossman, 


(PRICES) 


For the Senate 


the Honourable Senators 


Hollett, 

Inman, 

McDonald (Moosomin), 
McGrand, 


HOUSE OF COMMONS ON CONSUMER CREDIT 


Hon. David A. Croll, Joint Chairman 


O’Leary (Antigonish- 
Guysborough), 
Thorvaldson, 
Urquhart, 
Vaillancourt—(12). 


For the House of Commons 


Duquet, 

Horner (Acadia), 
Irvine, 

Leblanc (Laurier), 
Lefebvre, 
MacInnis, 
Mandziuk, 
McCutcheon, 


36 members 


Quorum 7 


Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


McLelland, 
O’Keefe, 

Olson, 

Otto, 

Ryan, 

Scott (Danforth), 
Smith, 
Whelan— (24). 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 


Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “‘by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’ 


And the question being put on the said amendment, it was agreed to. 
After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 


By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 
FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, prévided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
| the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 
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Extract from the Minutes of the Proceedings of the Senate, September 13, 


1966:— 


“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 


vember 22, 1966:— 


The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 


The question being put on the motion, it was— 
Resolved in the affirmative. 


J. F. MacNeill, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


Thursday, December 8, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
McGrand and O’Leary (Antigonish-Guysborough).—4. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Lefebvre, MacInnis, Mandziuk, McCutcheon, McLelland, O’Keefe, Scott 
(Danforth) and Whelan.—10. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


On motion of Mr. O’Keefe, seconded by the Hon. Senator O’Leary, supple- 
mentary information submitted by The Great Atlantic & Pacific Tea Co, Do- 
minion Stores Ltd., Atlantic Wholesalers Lid., H. J. Heinz Co, of Canada Ltd., 
Burns Foods Ltd., and Loblaw Groceterias Co., Ltd., was ordered to be printed as 
Appendix No. 11 to these proceedings. 


The following were heard: 
The Canadian Labour Congress: 
Mr. William Dodge, Executive Vice-President. 
Mr. Russell Irvine, Director of Research. 
Mr. John Fryer, Assistant Director of Research. 
At 1.00 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 
Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
McGrand and O’Leary (Antigonish-Guysborough).—4. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
MacInnis, Mandziuk, McCutcheon, McLelland, O’Keefe and _ Scott 
(Danforth).—8. 

In attendance: Dr. R. Warren James, Special Assistant. 

The following were heard: 

Food & Drug Directorate, Department of National Health & Welfare: 
Dr. R. A. Chapman, Director General. 
Mr. A. Hollett, Director, Bureau of Operations. 
Miss E. M. Ordway, Chief, Consumer Division. 


At 5.15 p.m. the Committee adjourned until Tuesday next, December 13, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
) Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 


OTTAWA, Thursday, December 8, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Mr. BASFORD: The committee will please come to order. Before 
calling on our witnesses this morning I would like to inform the committee that 
supplementary information provided by the following companies has been com- 
piled and is now ready for inclusion in the proceedings: the Great Atlantic and 
Pacific Tea Company Limited, Dominion Stores Limited, Toronto, Atlantic 
Wholesalers Limited, H. J. Heinz Company of Canada Limited, Burns Foods 
Limited, Calgary, and Loblaw Groceterias Company Limited. May I have a 
motion to print this supplementary information as an appendix to today’s 
proceedings? 

Senator O’LEARY (Antigonish-Guysborough): Is all the information satis- 
factory as requested? 


Co-Chairman Mr. BASForD: Yes. 
Mr. O’KEEFE: I so move. 
Senator O’LEARY (Antigonish-Guysborough): Seconded. 


Co-Chairman Mr. BASForD: Moved by Mr. O’Keefe and seconded by Senator 
O’Leary. Anybody dissenting? Motion carried. 

Mr. Scott (Danforth): My attention has been drawn to the current issue of 
the Financial Post and to the fantastic holdings of the Weston organization. I was 
wondering if as a result of this the chair had decided to call them before the 
committee. It is incredible the amount of interlocking of holdings that exists in 
this case, and it would be most interesting to hear from them. 


Co-Chairman Mr. BASrorp: The information supplied is as a result of a 
request I made to them when they were here. You will recall at that time I asked 
them at the end of the proceedings if they would give us a chart showing their 
holdings both up and down the scale. That has now been provided and it will be 
up to the steering committee to take any further action that they deem to be 
appropriate. 

Mr. Scott (Danforth): It would be most interesting to get them here. 


Co-Chairman Mr. BASForRD: I have expressed my own personal views, and 
any further action is up to the steering committee. 

Our witnesses this morning are from the Canadian Labour Congress. We 
have representing the Congress Mr. William Dodge, executive Vice-President, 
who, I understand, will present the brief. We also have Mr. Russell Irvine, 
Director of Research and his assistant, Mr. John Fryer. I think we all know of 
Mr. Dodge and we are familiar with the work of the Canadian Labour Congress, 
so without further introduction I will call upon Mr. Dodge to present their brief. 
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Mr. William Dodge, Executive Vice-President, Canadian Labour Congress: Thank 
you, Mr. Chairman. I am suffering from a slight cold this morning. I hope 
I can read the entire brief without losing my voice. However, if this should 
happen, you will understand why I am transferring the reading to Mr. Irvine. 


We welcome this opportunity to appear before you and to present our views 
on the issues surrounding cost and price movements in Canada. The public 
debate on these matters has not always been carried on at a desirable level. This 
committee has provided a forum for more intensive examination of the problems 
involved and we look forward to your report. 

The inflation question affects trade union members in a variety of ways. 
When prices are rising rapidly they, like other citizens, feel the effects of a 
decline in their real standard of living. They do not suffer the same degree of 
disadvantage as certain fixed-income groups like widows and pensioners. How- 
ever, they are bound by contracts ranging in duration from one year to five 
years and normally must wait until these contracts have expired before they can 
negotiate wage increases. During periods of rapidly rising prices this means that 
many trade union members will suffer a decline in real income. Organized labour 
is therefore acutely aware of the adverse effects of large, pervasive, and pro- 
longed increases in consumer prices. 


At the same time, however, labour can be hurt by irresponsible hysteria 
about inflation. We feel that many observers have greatly exaggerated the 
seriousness of price movements in Canada and have exerted pressure on govern- 
ment to take steps which we feel would be unwise. If government is pressured 
into taking major restraining action on the economy—particularly in the form of 
large cutbacks in government spending—at a time when either no serious 
inflationary threat exists or at a time when the peak of the crisis has passed, the 
result could well be to damage the growth potential of our economy and to 
create a high unemployment situation. Labour is anxious to prevent such a 
development. We are therefore disturbed when we observe that charges of 
“runaway inflation” have been freely tossed about during the last two years. 


We are further concerned when panic about inflation leads to demands for 
some system of wage controls. For reasons which will be developed in this brief, 
we do not think that current conditions in any way necessitate or justify such 
measures. Collective bargaining has not, in any general sense, contributed to 
instability in Canada’s cost and price levels. Indeed, Canada has experienced 
remarkable stability in her pattern of labour costs when compared to other 
industrial countries with which we compete. 


We find that there is a great deal of loose and uninformed talk about wage 
inflation. One of the crudest but not least common errors is the belief that 
increases in wages are bound to exert proportionate upward pressure on costs 
and prices. This of course is only true if there has been no increase in product- 
ivity. In order to assess the impact that any given wage increase will have on 
costs, changes in productivity must be taken into account. The relevant variable 
then becomes the labour cost per unit of output. Only by examining productivity 
and measuring changes in labour cost per unit of output can we arrive at a 
meaningful assessment of the wage impact on cost levels. If productivity rises 
sufficiently it is possible for wages to rise very substantially without resulting in 
any increase whatever in the labour cost per unit of output; indeed, if produc- 
tivity rises faster than payments to labour, labour cost per unit of output will — 
decline. 

Actual data on labour cost per unit of output are very scarce in Canada and 
are difficult to produce because of the immense problems involved in measuring 
productivity. So far as measurement is possible, however, it can be seen that 
labour costs in Canada have been highly stable. In some years wages have grown 
less rapidly than productivity with the result that labour costs per unit of output 
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have fallen; in other years the reverse has been true; but over the long run 
productivity and payments to labour have risen at roughly the same pace, with 
only a very slight upward trend in labour costs per unit of output. 


Last September, the United States Bureau of Labor Statistics produced a 
study! of unit labour cost trends in manufacturing in nine industrial countries, 
including Canada. The study covered the period 1957 to the end of 1964. It 
showed that Canada had enjoyed the most stable labour costs of any industrial 
country. Over that entire seven-year period, unit labour costs in Canadian 
manufacturing rose by a total of only 3 per cent. This was less than the increase 
in any other industrial country. 


Over the same period, United States labour costs per unit of output rose by 
5 per cent. Other countries experienced the following increases: Japan, 11 per 
cent; Sweden, 16 per cent; the United Kingdom, 16 per cent; Italy, 17 per cent; 
Germany, 23 per cent, the Netherlands, 26 per cent; and France, 42 per cent. 


Some of these figures have now been updated to include 1965, according to a 
recent press release by the Bureau of Labor Statistics. The release concludes 
from the new study that “Unit labor cost in the U.S. has been virtually un- 
changed since 1957, while it has risen by 18 to 39 per cent in seven other major 
industrial countries. Only Canada (with a total increase of 5 per cent) matches 
the U.S. record in labour cost stability.” 


These findings are of great significance for the debate on labour costs as a 
factor in inflation. The charge has been made many times that rising wages are 
pricing Canada out of international markets, that other countries whose wage 
levels are allegedly rising more slowly are acquiring a growing competitive 
advantage over Canada. 

This is clearly not the case. So far as labour costs are concerned, Canada has 
been making competitive gains of major proportions over all industrial countries 
except the United States and even in the latter case Canada has been holding her 
own. The Economic Council of Canada also brought attention to these facts in the 
Second Annual Review. 


It should also be noted that when the data are revised to take into account 
the devalution of the exchange rate on the Canadian dollar—which is highly 
relevant when making international comparisons—Canadian unit labour costs 
actually dropped by 6 per cent between 1957 and 1965. 


It is revealed in the study that Canadian unit labour costs rose Slightly in 
1965, whereas they had dropped in 1961 and 1962 and had remained steady in 
1964. But the increase in 1965 was not large and did not undermine that pattern 
of stability which had prevailed since 1957. As the Economic Council pointed out 
in the Second Annual Review, when commenting on wage movements in 1965, 
“On the whole wage increases do not appear, at least at this stage, to have been 
substantially outrunning the growth of productivity...” and “... despite some 
particular exceptions, cost-push forces do not seem to be strong or seriously 
distorting in any general sense.”’ 2 


A few comments should be made at this point about the relative movement 
of profits and wages over the course of a business expansion. In the early stages 
of an expansion income shares tend to swing toward profits and this is reflected 
in a substantial rise in profits per unit of output. As the expansion reaches its 
later stages, income shares tend to swing toward labour and this is reflected in 
rising labour costs per unit of output. As W. A. Beckett pointed out in the 
September 1966 issue of Monthly Business Review, “Shares tend to balance out 
over the full cycle and remain relatively constant over time. Rising profit 


1J. H. Chandler and P. C. Jackman, “Cost Trends in Nine Industrial Nations,” Monthly Labor 
Review, September 1965, U. S. Department of Labor, Bureau of Labor Statistics, Washington, D.C. 
?Economic Council of Canada, Second Annual Review, December 1965, Ottawa, p. 38. 
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margins do not wreck the economy at the start of a recovery and a rising share 
for labour at the expense of profits does not wreck it at the end of an expansion. 
Rising unit labour costs are not the signal of the beginning of an inflationary 
spiral. Rather, they are characteristic of the final stages of an inflation.’ We think 
this last statement is particularly significant and should be borne in mind by the 
policy-makers. 

It is interesting to note how the most recent Canadian expansion, from 1962 
to 1966, has followed this traditional pattern. In 1962, according to the Budget 
White Paper, wages and salary costs per unit of manufacturing output declined 
slightly while corporation profits per unit of manufacturing output rose nearly 7 
per cent. In 1963, wage and salary costs per unit of output rose just a little over 
1 of 1 per cent, while profits per unit rose by a full 4 per cent or about 63 
times as much as labour costs. Then, as the expansion proceeded, and as the 
profit situation became apparent to organized labour, the picture began to 
change. In 1964 each component rose by about 3 of 1 per cent and in 1965 the 
labour component rose 2.3 per cent while profits per unit dropped slightly by 0.3 
per cent. 


Per Cent Change in Labour Costs and Profits 
Per unit of Manufacturing Output 
1962 1963 1964 1965 
Wages and Salaries per Unit of Output —0.3 0.6 tid ina irae 
Corporation Profits per Unit of Output 6.9 4.0 0.4 —0.3 
Source: Budget White Paper, 1966. 


What has been happening in the past two years is the evening out of income 
shares between profits and labour income. This early “peaking” of profits and 
late “peaking” of wages has given the general impression that wage demands in 
the last two years have been unreasonable when, in fact, to use Beckett’s phrase, 
“the current situation is the natural compensating pattern of the usual business 
cycle.” 

While we do not have sufficiently complete data to make labour cost esti- 
mates for 1966, many people may have been impressed by certain unusually 
large wage gains during this year. It is true that this has been an exceptional 
year for workers in certain unions and certain industries. It is also likely, we 
think, that there will be some increase in overall unit labour costs this year. But 
it is entirely misleading to base one’s estimates on the much-publicized large 
wage gains that have occurred this year. 

In the first place these gains have not been pervasive throughout the labour 
force. They have not been typical settlements. A relatively small proportion of 
Canadian workers have received the twenty and thirty per cent increases. 
Indeed, gains of this magnitude have not even been typical of the unionized part 
of the labour force which itself represents only about 30 per cent of the paid 
non-agricultural workers. 

Secondly, most of the larger increases were not granted in a single year but 
were spread out in instalments over a two or three-year contract. This spreading 
nat took the edge off any inflationary effects that the increases otherwise would 

ave. 

Our earlier discussion made the point that, despite fluctuations in particular 
years, wage and salary increases over the long run have been roughly matched © 
by productivity gains. We have heard the argument raised that it is “unjust” for 
labour to receive increases equal to the increase in productivity because this, it is 
alleged, means that whereas labour is only partly responsible for increases in 
productivity they will receive the full fruits of such increases. This is a fallacy. 
To increase wages by the same percentage as the productivity increase does 
not mean that labour receives the full fruits of higher productivity. The Eco- 
nomic Council, in the Third Annual Review (p. 155) uses an example: 


CONSUMER CREDIT 1897 


Let us suppose that at the starting point 20,000 units of product are 
being made and sold at one dollar each, and that the proceeds are being 
divided between wages and salaries on the one hand and profits and other 
incomes on the other in a ratio of 75:25. Thus labour gets $15,000 and 
other incomes $5,000. Now suppose that labour productivity undergoes a 
cost-free increase of 5 per cent, increasing total output to 21,000 units 
without an increase in the work force. Proceeds rise to $21,000 with 
unchanged prices. Wages and salaries are increased by 5 per cent, the rate 
of productivity gain, bringing total labour income to $15,750. But this still 
leaves $5,250 for profits and other incomes, compared with $5,000 at the 
starting point. Thus both income components rise by 5 per cent, without a 
rise in prices. 

Another point should be made about the relationship between wages and 
productivity. While the long-run pattern has been for wage increases to remain 
roughly within the bounds of productivity, trade unions cannot accept the 
notion that productivity should form the ceiling on wage gains. To accept this 
would be to accept the notion that labour’s share of a rising national product 
should never increase; the level of labour income—in both monetary and real 
terms—would rise with productivity, but labour’s share of the total would 
remain the same. This approach would preserve the status quo of income 
distribution. 

This is not to suggest that organized labour can ignore productivity consid- 
erations. Productivity will always be an important factor framing the economic 
environment within which wage demands are formulated. This is a rather 
different proposition, however, from the one that productivity growth should be 
the ceiling over wage growth. 

Up to this point we have been discussing labour costs. It may not be 
generally known that most official documents lump salaries—including those of 
top management—together with wages when making calculations of labour cost. 
It is not often that we have an opportunity to see how managerial salaries 
themselves are moving. A recent study was carried out on this subject by H. V. 
Chapman and Associates Ltd., a Toronto-based placement and management 
consultants firm with Canada-wide and international operations. 


Average total remuneration, including bonuses, 
with percentage increases 1961-1965 
% increase 


Title 1961-1965 
BPR ra) ES FIDE. GE AAO rey tare re Hop haiatalb pees weal eephs 23.8 
BalesGmeros FinBO Shh Washes sat ess Bela Mecmenie® ome; 314.8 
Prentomiondie.\: PRG ORLA INE Pade Rites VAL DEG ey Od. eels wid & 26.9 
PCOS TUN SE 5 HAE, LER Se.) i GOO eioes Tiedt 34.0 
Chichi renmeruls Bf NAIVIOB. SON 009 AHS Aw LIONe. YL EGd. Seed SIS 21.4 
Porchjimer sonia, ra, DACA neaaly, g. ved sie .saob socal | 10a 
eB IBIS 0 } DMG, {2 IRNARANAN. GQ SITLL SEE oh IAL 28.0 
Deorarery® AUS BO IANOALD LUI RG Ot NO) OORTL Geoesg 3had 
PieMeRS? OSU Y NAG. PY 2B OLOMOUC ONS LO BONIS GT GO. Fg 29.0 
Pec Diener Phen 9821 Al, DOD PONV ISS (O00, Ob. WIG. Mos 24.3 
Tae sales MEP SIGS. 11 Pav BA, PO BLE BI DIO, Sh PO, 8S 19.1 
Parr contr, Wer 2.49 SBA AL, Bi QR DONA WA OWN A OORAa 28.0 
Pre ey Pe ee Ok oe bce be oes VERA as es Bee oe ya ae 
Werte? Sind. (PMSA YES, JO IOIEIV RR? APL BIO die, LE De? 
SEC Ou TES Dl) a ee MPR ew 29.7 
Personnel merle.)  MBoOMigge Ase? Ol IOS RL Aen Oi 24.4 
Per VORS™ 22850 POS QUT RS EPS Ree OF DOP USA. 27.0 


Source: H. V. Chapman and Associates Ltd. 


1898 JOINT COMMITTEE 


The results of this study are very interesting and revealing. They show that 
between 1961 and 1965, managerial salaries and bonuses in Canada increased by 
27 per cent. Over the same period average hourly wages in manufacturing 
increased by only 17 per cent. Last year the managers averaged an increase of 
7.7 per cent and a further rise of 9.1 per cent will have taken place by the end of 
this year. For some classes of executive the increase over the period was in 
excess of 30 per cent. These increases do not include other income derived from 
interest and dividends, stock options, capital gains, etc. 

We mention these findings, Mr. Chairman, because we feel that they have a 
bearing on the debate surrounding labour costs and inflation. In view of the fact 
that some of the strongest spokesmen for the viewpoint that the greed of trade 
unions is responsible for inflation come from managerial ranks, it occurred to us 
that the Committee might find these facts of some interest. 

There has been considerable discussion in recent years of one policy instru- 
ment for dealing with inflation—‘‘incomes policy’. Incomes policy has been 
subject to a variety of definitions but probably the least objectionable is the one 
used by the Organization for Economic Cooperation and Development: 

What is meant by an incomes policy...is that the authorities should 
have a view about the kind of evolution of incomes which is consistent 
with their economic objectives, and in particular with price stability; that 
they should seek to promote public agreement on the principles which 
should guide the growth of incomes; and that they should try to induce 

people voluntarily to follow this guidance.' 


While this definition begs a number of important questions—particularly 
how to “induce” voluntary compliance—there are certain features of it which 
merit special comment. 

In the first place, the definition speaks of incomes, implying income returns 
to all factors of production. Too often, in our view, “incomes policy” has been 
used as a euphemism for ‘‘wage policy” and this, in turn, has been used by some 
commentators as a synonym for wage restraint. 

If labour has not been noticeably enthusiastic about incomes policy, a large 
part of the reason lies here. A genuine incomes policy considers the returns to all 
factors of production—profits, dividends, interest, managerial salaries, rent, etc. 
Labour could never consider associating itself with any kind of incomes policy 
which was not prepared to recommend restraint in non-wage incomes wherever 
economic conditions appear to require such a course, nor with an incomes policy 
based on the approach “‘when in doubt—blame wages’”’. 

Another interesting aspect of the OECD definition is that while it gives price 
stability a particular status it does not confine incomes policy to the objective of 
price stability alone. Incomes policy need not concern itself only with a condition 
where incomes are rising too rapidly and creating inflationary pressures but also 
situations—probably more common in Canadian economic experience—where 
incomes are not rising rapidly enough, and economic activity is sluggish. 

Organized labour does not have a closed mind on incomes policy. We are 
prepared to discuss it with government, management, and other groups. An 
indispensable precondition for any meaningful discussion on the matter, howev- 
er, is agreement on the objectives of such policy as we have outlined them here. 

Even if such agreement on objectives could be reached it is highly unlikely 
that an incomes policy is either desirable or feasible in Canada in the forseeable 
Pky In this respect we fully endorse the findings of the Economic Council of 

anada. 


This country’s federal-provincial division of jurisdiction is an obvious and 
formidable obstacle. 


Another is that neither labour nor management in Canada is sufficiently 


organized and centralized to speak for everyone in their ranks or to bind them 
by a national decision. 


1 OECD, Policies for Price Stability, Paris, 1962, p. 23. 
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A third problem, and this one has plagued the wage-price guidelines in the 
United States, is that it is almost impossible to translate a general national 
guideline into terms that are meaningful for an individual industry or firm. For 
example, the 3.2 per cent wage guideline in the U.S. was impossible to apply in 
an economy containing both corporations of General Motor’s character and 
struggling textile mills in New England. On the other hand, to design a different 
guideline for every industry would be impossibly complex. 

Finally, guideline policies run the risk of seriously impeding the allocation 
of resources. For example if there should be a shortage of skilled workers in 
certain categories, but employers are inhibited by the incomes policy from 
offering sufficiently high wage inducements, then the proper incentives for 
retraining will be lacking and the shortage will persist, with adverse conse- 
quences for national productivity. 

While organized labour has not closed its mind to incomes policy, we do feel 
that the problems involved make it very unwise to proceed with any such 
measures. We agree with the Economic Council concerning the danger that 
incomes policy “will absorb attention and effort which ought to be going into 
other policy initiatives’’. 

Up to this point our submission has dealt mainly with the matter of labour 
costs as a factor in inflation and the policy implications of this issue. We now 
wish to comment on the broader question of whether Canada has really been 
going through a period of serious inflation. 

In our view there has been a great deal more concern about inflation than 
conditions actually warrant. This does not mean that we are not disturbed by the 
rise in price of certain commodities, such as food. The people we represent are 
acutely aware of rising food costs and are anxious to find solutions. However, if 
inflation is understood to mean strong, general, and prolonged upward price 
movements of such a magnitude as to wreak havoc on economic expectations, 
destroy business confidence, and weaken Canada’s international position, then we 
must say that Canada has not been suffering from inflation in that sense. We do 
not feel that Canada’s record of price performance has been such as to call for 
major restraining action by government in the form of higher taxes, major 
cutbacks in government expenditure, deferment of social security programmes, 
and so on. Any severe restraining action at this time runs the risk of plunging 
the economy into recession. 

Let us examine price movements in Canada compared with those of other 
industrial countries in the period 1960-1965. During that period consumer prices 
in Canada rose by a total 9 per cent. This was only slightly more than the U.S. 
increase of 7 per cent. Compared to all other industrial countries our price level 
has been remarkably stable. Over the same period prices in Germany rose 15 per 
cent, in Sweden, 18 per cent, in the United Kingdom, 19 per cent, in France, 20 
per cent, in Italy, 26 per cent, and in Japan, 35 per cent. 


- International Comparison of Consumer Price Changes 
(Percentage increase) 
1950-55 1955-60 1960-65 


Canada wars 2horledek wetie foni. 13 10 9 
United: States hoow.ei mhuaie.da Tl: 12 10 7 
UnaitedsKingdomiei..1e0!D, 2.203 34 1d) 19 
PPENCHOM 2 COED al nai err 32 33 20 
Gerniany (161)... ARS.ad man. 11 9 15 
iitalsehae s10cn Doers. Jod.200%. 0: 22 10 26 
sweden 20 ad al. wom wtedt .: 33 19 18 
Dapan 6.20 Oj.ck seveq. ioe. st 34 11 35 


Note: Based on prices in national currencies. 
Source: International Monetary Fund and Economic Council of Canada. 
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These data hardly support the view that Canada has been suffering from a 
runaway inflation which has been undermining our international competitive- 
ness. It is also interesting to note that Canadian increases in the 1960-65 
period are smaller than in either of the two previous five-year periods, 1955-60 
and 1950-55. 

This should not, of course, be allowed to obscure the fact that the year 1966, 
when prices have been rising at about a rate of 4 per cent, does not conform to 
this pattern of stability. Increases of this magnitude over a period of three or 
four years or more would clearly be dangerous. 


However, we feel that consumer prices are due to settle down. They tend to 
adjust to more fundamental movements in the economy only after a considera- 
ble time lag. When an economy begins to slow down in its rate of growth 
consumer prices may continue to rise at an accelerated rate for several months 
thereafter. It is highly misleading to use the consumer price index as a guide to 
stabilization policies. To do so may mean administering depressants to the 
economy at a time when it has already begun to slow down. This course of action 
runs the risk of creating high unemployment. 


The indicators are not conclusive, but they do point generally to a levelling 
out in the economic boom that Canada has been enjoying since 1962. In the 
second quarter of this year, Gross National Product in real terms rose by only a 
little more than 4 of 1 per cent. Consumer spending on durable goods fell 11 per 
cent below the first quarter level. This is reminiscent of conditions preceding the 
recession that began in 1957-1958. New motor vehicle sales declined ,seriously 
during most of this year from the peak of last December, although there has 
been some pickup in recent months. New housing starts in urban centres have 
taken a very dramatic drop since last year. At their peak in August, 1965, 
160,200 units were started. By August of this year there were only 88,300 starts, 
a decline of 45 per cent. In September there was a pickup in starts but it is too 
soon to judge whether this means a reversal of the downward trend or just a 
temporary fluctuation. 

The decline in housing starts is almost equally dramatic when considered on 
a quarterly basis. Starts were down 42.7 per cent in the third quarter of 1966 
from the corresponding quarter in 1969. 


Steel production also seems to be slowing down. Output in the first eight 
months of 1966 was only 1.7 per cent higher than the corresponding period of 
1965. A rise in the first four months was offset largely by a decline of 3.3 per cent 
in the May-August period. For the full year, according to a report in the 
September 27 issue of the Globe and Mail, authorities in the steel industry 
expect that output will be only about 2.4 per cent above the 1965 level compared 
with annual gains in recent years of 10 per cent or more. 


It is not frequently, Mr. Chairman, that this organization draws support for 
its viewpoint from the Financial Post. However, on this occasion we would like 
to quote from the ‘“‘Nation’s Business” column in the Post’s October 22 issue: 


Canada’s long boom now has barely any momentum. Many of the key 
indicators of business activity are declining exactly as they did before the 
recessions of 1954, 1957, and 1960. The steady flow of figures that measure 
the progress of the economy makes it clear... that the peak of the ex- 
pansion may have been reached in June.... Inflation is now less threat- 
ening than it was a matter of months ago.... Recent developments 
strongly suggest that the economy does not need more deflation medi- 
cine.... Prudence would suggest that now is the time for review of 
Ottawa’s slow-down policies. If the current pause is to be a breather and 
not the beginning of a recession, some relaxing of restraint ...now seems 
to be in order. 
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The Canadian Labour Congress took the view many months ago that a 
slowdown was coming and advised against the kind of major restraining action 
that was being urged by some groups. In April of this year the Economic Policy 
Statement presented at our national Convention warned: 


If the government acts prematurely—as they have done so many 
times in.the past—to impose anti-inflationary measures when no real 
threat of inflation exists, the effect will be to break Canada’s recent 
economic growth in mid-stride. 


Two months earlier, in our Annual Memorandum to the Government, we 
took a similar position. Developments since then have, we believe, reinforced our 
stand. 


In any anti-inflationary program, judgements must be made concerning the 
“trade-off” between unemployment and price stability. It is extremely difficult to 
achieve both low levels of unemployment and stable prices at the same time. 
Professor G. L. Reuber of the Department of Economics at the University of 
Western Ontario has endeavoured to measure the trade-off.1 Making the very 
modest assumption of international prices increasing at 2 per cent annually, 
unemployment would have to be around 8 per cent of the labour force in order 
to hold the Canadian price level constant. 


This is a very high “price” to pay for absolute price stability. A less rigid 
assumption, allowing for small annual price increases of 1 or 14 per cent would 
still leave unemployment appreciably above the 3 per cent target of the Eco- 
nomic Council of Canada—which is only an intermediate, not an ultimate, target. 


According to Professor Reuber, in order to keep unemployment down to 3 
per cent (still assuming a 2 per cent annual rise in international prices) Canada’s 
price level would rise at an annual rate of 3 per cent. 


Trade-off measurements are, of course, only approximations. Nevertheless 
they should form an integral part of our stabilization policy decisions. In our 
view more harm is inflicted on the economy by the tremendous waste of 
resources involved in high unemployment, unutilized industrial capacity, and 
sluggish economic growth than has even been inflicted by moderately rising 
prices. 


We do not suggest that the rise of 4 per cent in the price level 


experienced in 1966 is exactly “moderate’’, but, as we have said, we expect prices 
to settle down as they adjust to the slower pace of the economy. 


It should also be noted that the substantial price increase in 1966 was not 
pervasive throughout the economy but was heavily concentrated in the food 
component. Between August 1965 and August this year, while the total consumer 
price index rose 3.9 per cent, the food component rose 7.5 per cent or almost 
twice as much. Food prices have dropped since August but still remain well 
above the 1965 level. Price increases in other commodities have been much less 
pronounced. For example, between August 1965 and August 1966 the prices of 
durable goods rose by only 1/5 of 1 per cent. Non-durable commodities, exclud- 
ing food, rose by about 2 1/2 per cent. 

In other words, the 1966 price movement did not satisfy one of the basic 
criteria of inflation; it was not general. The application of general anti-inflation- 
ary measures, therefore, would be highly inappropriate. 

We wish that we could identify the causes of the sharp rise in food prices 
and recommend specific solutions. Unfortunately it presents a very complex 
puzzle. Part of the explanation was provided by the Economic Council of Canada 
in its Third Annual Review, in terms of food shortages and growing costs of 


1G. L. Reuber, Money and Banking in Canada, ed. E. P. Neufeld, McClelland and Stewart, 
Toronto, 1964, p. 354. 
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processing, packaging, and marketing. We suspect that this may not be the 
complete answer. We note, for example, that over the period May to August 
when the wholesale price index of Canadian farm products was falling, suggest- 
ing an easing of the supply situation, consumer food prices continued to rise. On 
the other hand, in September and October, when the wholesale index rose, the 
consumer food index fell. There are undoubtedly some complicated ‘leads’ and 
“lags” involved in these relationships that deserve explanation. It is our hope 
that some of the briefs presented to your Committee will throw light on these 
factors. 


Mr. Chairman and members of the committee, our purpose in presenting 
this brief has been to offer our views on the nature and extent of consumer price 
movements in Canada. We have tried to answer charges often levelled at 
organized labour that wages in Canada have been a prime inflationary factor. We 
have also taken the position that while price increases in certain groups of 
commodities have been quite remarkable, Canada has not been suffering from a 
general inflation. We have taken the position that wage controls are neither 
desirable nor feasible, and that major restrictionist monetary and fiscal policies, 
of a general nature, are not appropriate at this time and could aggravate a 
slowdown in the economy that has already begun. 


Respectfully submitted on behalf of the Canadian Labour Congress, Claude 
Jodoin, President; Donald MacDonald, Secretary-Treasurer; William Dodge, 
Executive Vice-President, and J. Morris, Executive Vice-President. 


Mr. Chairman, you will note the signatures of the four officers of the 
Canadian Labour Congress at the bottom of the document. It is customary for 
the president of the Congress to present our major presentations. I would like to 
say to the members of the committee that he would have been here today had it 
not been that he has been ill for the past two or three weeks and is not 
sufficiently recovered to make an appearance. I am honoured to represent him on 
this occasion and I trust the members of the committee will excuse his absence. 


Senator McGRAND: Your brief says: 


When an economy begins to slow down in its rate of growth consumer 
prices may continue to rise at an accelerated rate for several months 
thereafter. 


In your opinion, what is the mechanism that causes the price to rise at an 
accelerated rate after the economy has begun to slow down? 


Mr. DoncE: I will refer that question to Mr. Irvine, our economist. 


Mr. Russell Irvine, Director of Research, Canadian Labour Congress: I do 
not pretend to know all the reasons, but one reason clearly is an inventory lag. 
Very often, stocks are purchased by retailers at a point when the supply position 
is still tight, the economy is still buoyant, and wholesale prices perhaps are still 
high. 

Depending on the kind of commodity being considered, there may be 


considerably large inventories which the retailer feels he has to sell off at the 
retail price existing at the time he purchased his stocks. 


There are also other reasons. Even when it is not a question of inventories, a 
retailer may feel that, once he has got the consumer accustomed to a certain 
price level for a product, he may continue to charge that price even after supply 
conditions have changed. That may be part of the explanation for developments 
in retail prices of bacon at a time when hog prices had declined. 


These things take a long time to work themselves out. The beginning of a — 
slow down is usually in heavy industry, in heavy consumer durables, steel 
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production, plant, equipment, and so on; and it takes a while before that trickles 
down to retail consumer level. 

Senator McGranp: Do you mean that there are built-in costs into that 
commodity that have to be returned to the person who has it for sale? 


Mr. Irvine: I am not sure I understand your question. Could I hear it again, 
please? 

Senator McGranp: A commodity has a cost on the market, at a time when 
the economy is falling, but that commodity will have certain built-in costs in 
production that would have to be realized? 


Mr. IRVINE: I think that is very often the case, although, as I said, there are 
also cases where there are not such built-in costs, or at least where the cost 
conditions have changed, and yet the retailer may try to keep the consumer price 


_ level up on the assumption that the demand is sufficiently strong and inelastic to 


maintain the price. However, the particular point that you made is a major one 
as well. 


Senator McGranp: Do you think the large increase in wages to certain 
unions during this present year has no effect on the cost of living or on 
production? 


Mr. IRVINE: I am not trying to dodge your question but I find it difficult to 
give a concrete answer, simply because we do not have adequate productivity 
data for individual industries. 

I certainly could not try to deny that in certain industries and certain 
services, wage increases have occurred of very large magnitude, but the case 
presented by the workers in those industries was that in previous years their 
wages had lagged behind what they judged to be their productivity increases, 
and that this was a catching-up process. 

However, before we can have any kind of concrete and generally acceptable 
answers on particular industries where wage increases have taken place, we 
must have a much better set of statistics, especially on output per man hour, and 
output per person employed. I think that one of the basic reasons for the very 
obscure nature of the debate which has taken place on labour costs and inflation 
is the lack of such statistics on an individual industry basis. We have those 


Statistics on a national basis but not on an individual industry basis. 


Mr. DonGE: May I add a little to that answer. The experience of labour over 
many years has been that very often a substantial wage gain result has a causal 


_ effect on productivity itself. It tends to encourage productivity and to induce 


Management to introduce labour saving machinery, new administrative methods 
and accelerate a trend towards increased productivity. 

We have a theory that if we stop insisting upon improving working condi- 
tions and improving wages, this may very well result in a slow-down in 
productivity trends. So it is possible that substantial wage increases this year 
May induce an acceleration in productivity next year and for many years to 
come. 

It must also be remembered, as we say in the brief, that the wage increases 


_which have been gained were percentage increases this year, but usually they 


are extended over two and three year contracts and do not go into full force and 
effect in 1966 necessarily. 


Senator McGranp: I was thinking of truckers, seaway workers and railway 
workers—that the actual accumulation of those increases must reflect itself in a 


_ gradual rise in the cost of living in the cost of goods. That is what I had in mind. 


Mr. DopcE: It certainly will have at least a temporary effect on unit labour 
costs. We think it is much more modest than is generally supposed in the public 
debate on the subject. 
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One has to place the wages of seaway workers against the total volume of 
traffic carried through the seaway in the operation of vessels. When you try to 
trace that through to the price of the commodities transported, and right down to 
the level where it hits the consumer, we think that even substantial changes in 
wage rates have a very modest effect when finally the goods go on the shelves of 
the supermarkets. 

Mr. ManpziuK: May I ask a supplementary, while the subject of productivi- 
ty is mentioned? Is it within the power of labour to increase productivity? I was 
intrigued by this example given at the bottom of page 6, showing 20,000 units of 
productivity increasing to 21,000 units. First, what is the deciding factor in an 
increase in productivity? Is it a decrease in the number of people engaged in a 
certain industry, or is it a speed-up, or is it automation? 


Mr. DovceE: I think it is a combination of all these factors. Over a long 
period of years of study of this question, it has been found that better working 
conditions and increased wages have a psychological effect on the individual 
worker and he tends to produce more. 

Of course, the introduction of labour-saving devices has a very substantial 
effect, and new administrative methods also have a substantial effect. 

I think that labour can make a substantial contribution in a negative way by 
not opposing changes when they are introduced—in other words, by co-operat- 
ing in improving productivity, by not standing pat on restrictive rules and 
regulations which would prevent productivity increases from being realized. 


Mr. Irvine: If I may supplement Mr. Dodge’s answer by an additional point, 
workers also can help to produce increased productivity by accepting various 
forms of retraining and upgrading. As a matter of fact, some studies have been 
undertaken in the United States in order to determine the most important 


factors affecting productivity over a long period of time. These studies have 
selected the upgrading of labour skills as one of the most prominent factors. 


Mr. McLELLAND: Mr. Chairman, I would like to have the opinion of the 
Canadian Labour Congress on the question of the rising cost of food. I would like 
to draw your attention to the second paragraph on page 16 of your brief, where 
it says: 

It should also be noted that the substantial price increase in 1966 was 
not pervasive throughout the economy but was heavily concentrated in 
the food components. 


Owing to the fact that the Canadian Pension Plan came into effect in 1966 
with a premium rate of 3.6 per cent on wages, the producer must pay this 3.6 per 
cent without being able to add any of it on to his costs. However, the transport 
companies pay 3.6 per cent, the producers pay 3.6 per cent, the wholesalers pay 
3.6 per cent and the retailers pay 3.6 per cent, and all of these people can add it 
on to their costs. Food seems to require much more handling than any other 
product, and owing to the fact that all these costs can be added on, with the 
exception of the producer, would the Canadian Congress of Labour not agree 
that this one factor might be the prevailing factor in the cost of food rising 10 to 
12 per cent? 

Mr. IrRvINE: I think you have to realize that while the employer contributes 
to the Canada Pension Plan, and this may add to his costs, the employee also 
contributes to the Canada Pension Plan and this reduces his purchasing powéet. 
So, while you may have an added cost-push element in the employer’s contribu- 
tion, you have reduced the demand-pull inflation factor by taking contributions 
out of the employee’s pocket. 


Mr. McLELLAND: They could have a way of adding their prices on. They 
have a budget for the year. The consumer has to end up paying it all anyway. 
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They are going to realize a certain amount of profit, so when these items come in 
they have to budget ahead for them so that they can add them on. Am I not 
correct in that assumption? 

Mr. IRVINE: I think you are correct in that assumption, however— 


Mr. McLELLAND: The consumer ends up paying it because there is no other 
source to pay it. 


Mr. IRVINE: If the demand is not there for certain commodities, the producer 
will find that he has to lower his price. The demand pull element is reduced, if 
the employee has less purchasing power as a result of his pension plan contribu- 
tions. 

Mr. McLE.uuanp: I do not think that necessarily has been the case. But these 
necessities of food that make up the nutritional diet, you might say, all have to 
be added on to the price somewhere. Therefore, I cannot see any other reason 
why it would not put the cost of livimg up. At least, when you add all these 
together you end up with 18 per cent or so. This does not figure out that way 
exactly, but the producer must come off since he has no way of adding his 3.6 
per cent on. In other words, if you go back to the farmer or the potato grower or 
what have you, he has no way of adding his 3.6 per cent on, but from there on 
the others do. I realize the wage earner pays a portion of it, but I still cannot see 
why it would not add to the final cost of the product. I just wondered if you did 
not agree with that. 

Mr. IRVINE: Well, it is possible. 

Mr. McLELLanp: Thank you, Mr. Chairman. 


Senator Carter: Mr. Chairman, I would like to ask the witness this ques- 
tion. The burden of your brief, as I understand it, is that recent price 
increases have not been too serious, because the increases themselves have been 
rather moderate, have not been general throughout the economy and have not 
been prolonged, so that the economy reached it speak in June, levelled off and, 
although you do not specifically state it, you imply that at the present time it is 
on the down turn. Is that a fair summary of your presentation? 

Mr. DoncE: Yes, it is. 


Senator CARTER: When Dr. Deutsch was before us, we asked him practically 
that same question: What was happening to the economy. If I remember correct- 
ly, he stated that it was almost impossible to tell what was happening at the 
present time because the information available was not sufficiently up to date, 
and in any case, if it was, we would not be able to interpret it properly unless we 
knew what was happening in the United States, and the information from the 
United States was not available. 

Would you like to comment on the slight difference of opinion between what 
Dr. Deutsch had to say and what is contained in your brief? 


Mr. DopGE: We have never found ourselves in the position of disagreeing 
with anything that Dr. Deutsch says. I do not think we are particularly at 
variance here either. This is an assessment of the situation we arrive at based 
upon certain facts which are known. At best it is an educated guess at what is 
taking place in the economy. 

Certainly, we would bow to Dr. Deutsch’s judgment that we have not 
sufficient information to come to any final conclusion about what has happened. 
We note these trends. We think they are significant and should be taken into 
account at the present time. They indicate to us a tapering off of the economy. 

We are anxious to avoid any precipitate actions on the part of the govern- 
ment, in particular in the field of monetary and fiscal measures, which are 
intended to correct a situation which, in the first place, we contend does not exist 
to any great extent, and, in the second place, even if it does is being corrected of 
its own accord. 
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Senator CarTER: Is this labour’s thinking as represented by the Canadian 
Labour Congress: that the economy has in fact started to downturn? And are 
your future actions based on that particular thinking, which at the moment may 
or may not be correct? 


Mr. DopcE: We think the signs indicate a turning down of the economy. 


Senator CARTER: Would any future action taken by labour, generally, be 
based on that assumption? 


Mr. DoncE: Yes, unless we see evidence of a change. We agree that these are 
temporary phenomena, perhaps, and we are watching the situation very closely. 
Senator CARTER: On page 2 of your brief you state: 
If productivity rises sufficiently it is possible for wages to rise very 
substantially without resulting in any increase whatever in the labour cost 


per unit of output; indeed, if productivity rises faster than payments to 
labour, labour cost per unit of output will decline. 


When Dr. Deutsch was here we asked questions about this gap in the 
increase in productivity as compared to the increase in labour costs and to price 
increases generally, and I gathered from what he told us that our aim should be 
to keep that gap as small as possible. He indicated that they should be parallel. 

Later on in your brief, on page 7, you deal with labour’s share of the 
productivity. However, before I come to that I want to ask you this question: 
When you are bargaining with management to get your vital share of this bigger 
pie, this increase in productivity, do you ever give much consideration to the 
consumers’ entitlement to'a share of that productivity? 


Mr. DopnceE: I don’t know why we should make too much distinction between 
the consumer as such and the people whom we represent. To a great extent they 
are consumers, and in fact I think they represent more particularly the consum- 
er element in the population. We think in terms of price levels; we watch them 
very closely. We try to keep wages in accordance with the changing level in 
prices. We try also to make sure that the wage component or that wages 
themselves are sufficiently high to maintain a high level of consumer purchasing 
power. I think this is essential for the smooth functioning of the economy as a 
whole. When a union is contemplating wage demands, it is likely to consider any 
one of three factors and sometimes all three of them. Perhaps there are many 
others as well, but it will be remembered by members of this Committee that 
frequently over the course of the years wage claims have been based upon a 
perceptible change in the level of price. Back in the Great War years the idea of 
a cost of living bonus was introduced, and the trend followed in wage develop- 
ments was that wages were in a constant effort to catch up with the changing 
levels of price. We depended heavily, in arguments before boards of conciliation 
and in fact to face meetings with employers, on the price level as a means of 
getting the wages up. This is not wage-cost pushing prices up. Rather is it wages 
trying to catch up with already advancing prices. 

Then you must take into account the profit position of the companies. It has 
been suggested sometimes that unions force companies into bankruptcy by 
refusing to take into account the difficulties with which a particular firm or 
industry may be confronted. If that were so, of course, substantial unions would 
be arbitrarily setting a percentage increase in wages as their objective and then 
riding roughshod over any company that refused to grant that particular in- 
crease, and you would have standard wage patterns in the steel industry and so 
on when, as a matter of fact, our contracts in these industries show that there is 
wide variation in the wage rates. This is all governed by what the union feels a 
company can legitimately afford. In other words, the position of the company 1s” 
taken into account. 
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Then you have the second criterion—how is the company making out? I 
think there are very few examples of a company having been actually driven 
into bankruptcy by the extortionate demands of a union. 

The third point is the possible increase in productivity. We say on page 2 
that changes in productivity would have to be taken into account in negotiating 
contracts. As a rule we do take that factor into account. 


Senator CARTER: You have given a very long answer to a very short 
question. You are using up a lot of my time for asking questions. 


Mr. DonceE: I was simply trying to do justice to the question. 


Senator CARTER: But will it not be in your best interests as well as the best 
interests of the economy to give more consideration to the consumer entitlement 
to a share in this productivity which would give your present wages more 
purchasing power and make our economy more competitive both in domestic and 
international markets. 


Mr. DopceE: I think the whole tenor of our brief indicates that that is 
precisely what we do. We take into account productivity and the rising unit 
labour cost, and this is what affects the consumer. 


Senator CARTER: On page 7 you make it clear that it is a case of a struggle 
between yourselves and management for the share of that productivity. Where 
the consumer fits in there is a case of the devil take the hindmost. 


Mr. DoncE: If our bargaining position happens to be strong, and it usually is 
in times of full employment, what we are engaged in is a tussle with manage- 
ment to see how the profit margin is shared between the labour factor in 
production and the capital factor in production. That does not affect the consum- 
er at all; it simply means one gets a larger share and the other a smaller share 
and the distribution takes place at that level. 


Senator CARTER: Are you saying productivity cannot be used to reduce 
prices? 

Mr. DonGcE: Yes, it can. 

Senator CARTER: But is it? 

Mr. DonDGE: Very often. 

Senator CARTER: How? 


Mr. Dopce: The increase in productivity has a substantial effect in maintain- 
ing the prices of many products at stable level. There are examples of prices of 
durable consumer goods and non-durable consumer goods where the prices have 
decreased over the years. This is the result of increased productivity. We are not 
opposed to that, in fact we favour it. We would like to see more productivity 
increases reflected in better prices to the consumers. 


Co-Chairman Mr. Basrorp: This is a very interesting line of questioning, 
but I wonder if I might fit Mr. Mandziuk in here. 


Mr. MANDZIUK: I think the question I had has been partly answered. There 
are sO many questions in this line. I surrender. However, before I do that, there 
is one question I would like to ask. I am very pleased to see a sentence here on 
page 13, in the third paragraph. ‘“However, we feel that consumer prices are due 
to settle down.” What is your basis for saying this—and then I will have no 
more questions. 


Mr. IrvINE: Our basis for saying this is our historical observation of business 
cycles. We notice some of the main indicators starting to go down, for example, 
Steel production, sales of consumer durables and the overall gross national 
product itself. You will find through observation of the business cycles in the 
past that if these trends continue it is inevitable that eventually the price level 
starts to settle down. As I said, this is based upon historical observation of past 
business cycles. If you look at the rate of growth of prices themselves, while they 
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have continued to rise, they have been rising at a slower rate in the last few 
months of this year than was the case earlier, and I think it is particularly 
significant that the component that was leading the consumer price index all the 
way, namely food, has started to drop. Therefore our observation of these factors 
leads us to the conclusion that consumer prices will be settling down during 
1967. I do not mean they will settle down to absolute stability, but the rate of 
growth will certainly drop from the pace set this year. 

Mr. McLELLAND: The Economic Council of Canada said that the incomes for 
the primary producer of food, meaning the farmer, were at an all time low 
compared with others. Do you mean that he will stay there or that he will 
continue to drop? 

Mr. Irvine: Well, I am not in a position to comment on how farm incomes 
will move. That depends on many things besides price levels and the farmer’s 
share of the retail dollar. It depends partly on fluctuations in crops and things of 
that nature. If you mean how would the farmer’s share of the retail dollar move, 
that is something I am really not in a position to predict. The farmer is in a very 
difficult bargaining position, and he is, I think, very much at the mercy of the 
wholesaler and the large retail chain stores. Without more bargaining power, I 
could not make any kind of convincing prediction as to how his share will work 
out. 

Mr. McLELLAND: You did mention that the chief component, food, was going 
to settle down. 

Mr. IRVINE: Yes, but, of course, the price received by the farmer and the 
total farm income does not bear a consistent relationship to the retail price of 
food products. For example, if you examine the movement in the food compo- 
nent of the Consumers’ Price Index over this year you will see it rose steadily 
throughout the year until September, whereas the farm prices of food products 
moved all over the place—they moved up, they moved down, and stayed 
constant for a while. 

Co-Chairman Mr. Basrorp: Mr. McLelland, I wonder if I could move back 
to Senator Carter? 

Senator CARTER: I have a number of questions, and perhaps I could ask 
them a little later. 

Co-Chairman Mr. BASForD: I have quite a long list, and I would like to give 
others a turn. Mr. O’Keefe? 

Mr. O’KEEFE: Mr. Chairman, I want to congratulate these gentlemen on this 
brief. It is an excellent one, but I think it is unnecessarily pessimistic. Do you 
agree to that? Do you think we are going to have a recession? 

Mr. DonGE: We think that it is a possibility. It is a possibility that there is 
going to be a downturn in the economy, and we are always striving for 
stability—particularly stability of employment. 

Mr. O’KEEFE: But you talk about recession. 


Mr. DoncE: I think maybe that would be a little extravagant, to say we are 
going to have a depression, or even a recession, but we think there is some 
danger. 


Mr. O’Kerere: There is always the danger, but more often than not there is 
no real danger. 


Mr. DonGE: We think there is a danger that if the current situation is 
misinterpreted and people believe there is a general inflationary problem, they 
may be induced to adopt fiscal and monetary measures which will precipitate a 
serious decline in employment. That is what we are worried about. 


Mr. O’KEEFE: Would you not agree it is still worse for an organization like 
yours to talk about recession? 
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Mr. DopceE: Do you mean it has a bad psychological effect? 
Mr. O’KEEFE: Yes, of course. Yours is a pretty important organization. 


Mr. DoncE: I think it is not a bad thing to call attention to some patent facts 
in the economic situation. All of the facts we have quoted here have been rather 
widely publicized, and we are not putting any pessimistic interpretation on them. 
We are just saying, “Here are a few indicators. Let us watch the situation.” I do 
not think we are moving into a serious recession at the present time, and I do not 
want anybody to get the impression that the brief is indicating anything of the 
sort; but let us not do anything that might precipitate one. That is what we are 
saying. 

Mr. O’KEEFE: On page 2 of your brief you say: 

In some years wages have grown less rapidly than productivity... 

Would you tell me what years, and what the ratio was, or is? 


Mr. IRVINE: I have that information. In 1961, and 1962 wages grew more 
slowly than productivity. They grew about the same us productivity in 1963 and 
1964; and in 1965 wages did increase faster than productivity. 


Mr. O’KEEFE: You have not got the ratio? 


Mr. IRVINE: Well, I can give it to you in a moment here, if I can find it. In 
fact, I think we quoted some of those figues in our brief. What page is that? Oh 
yes, in 1962— 

Co-Chairman Mr. BASFORD: What pages is that? 


Mr. IRVINE: That is page 5 of our brief. There is a table there. This does not 
include 1961. There was a drop in 1961 in labour costs per unit of output of about 
the same magnitude as 1962, which was 0.3 per cent. That means wages and 
other labour payments grew less rapidly than productivity. In 1962 there was a 
drop of about 0.3 per cent, and there had been a drop of about the same 
magnitude in the previous year. 


Mr. O’KEEFE: What is your opinion on advertising—the amount, the quality 
and the shape—as it affects the cost of living? 


Mr. DonceE: I think our position is that advertising of the sort which we are 


_ inundated with at the present time is unnecessary, unjustified and, to a great 


extent, untruthful. I positively— 


Mr. O’KEErFE: I did not quite get the beginning of your sentence. Did you 
Say it is “unnecessary’’? 


Mr. DopGE: Yes, I say it is unnecessary, unjustified and a great deal of it 
untruthful. I have no hesitation in saying I do not believe that more than 
perhaps 10 per cent of the guff that I see on television about the products that 
are being advertised—and I think this goes for most of us in the labour move- 
ment—I think there is a vast amount of money spent on advertising, and 
ultimately passed on to the consumer, that could very well be saved. Is that 
sufficient? 


Mr. O’KEEFE: Yes, thank you. Just one more comment. Would you agree that 
most of the financial statements of the larger companies, the big companies, come 
up now with the same old story, sort of, that in spite of increased costs, 
unreasonable demands by labour and controls imposed by Government, the 
company has now enjoyed new peaks in profits, sales, etc.? I know the reports do 
not say that, but in plain talk that is what they mean. Have you any comment on 
this? 

Mr. DopceE: That is a pretty typical approach. You see it in the financial 
papers and reports of companies. We encounter it across the bargaining table. 
We do not accept the premise that the difficulties encountered by firms today 
are in any way the result of unreasonable demands on the part of labour, and we 
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pay no attention to that kind of approach, but we are meeting them in bargain- 
ing situations. 

As I said earlier, we consider the cost-of-living trends, the profit position of 
the company as it is reflected in its financial statements, in so far as we are able 
to get at the truth of them, and the difficult-to-assess factor of productivity. It is 
possible for us to discern productivity changes in a broad sense. For example, we 
know that the non-operating railway unions today bargain for something less 
than 100,000 employees, whereas 10 or 15 years ago the number they represented 
was 130,000 or 140,000. By rough arithmetic you can discover that the railways 
are moving more freight with a great many fewer employees, and the answer 
inevitably is that they must be enjoying a considerable increase in productivity 
per man day on the operation. We use factors like that where we can. 


Mr. O’KEEFE: That is very obvious, I think, Mr. Chairman. 


Co-Chairman Senator CROLL: Mr. Chairman, could I ask one supplementary 
question? 

On Tuesday we heard the Canadian Manufacturers’ Association, and you are 
well acquainted with them. They are the top businessmen in our country and © 
they watch their dollars pretty carefully. Some were eminent heads of corpora- 
tions who came here, and they insisted and repeated that they did not spend a 
dime for advertising unless they got results. They say it is not a luxury at all; 
that it either brings them results or they do not spend the money. What do you 
say to that? 

Mr. Dopce: I do not doubt that is probably true. I was reading in the paper 
the other day about somebody who has been fined for selling a gadget that he 
said would reduce the consumption of gasoline in cars by a considerable percent- 
age. He got results; he sold a lot of them. 


Co-Chairman Mr. Basrorp: Not necessarily the results that he wanted 
though! 


Mr. DopcE: They were not worth what he said they were worth, but the 
advertising he resorted to got him results. He sold these unless gadgets in large 
quantities. Of course, in the end he landed a nice substantial fine for false 
advertising, but he was one of those who got caught. 


Co-Chairman Senator CROLL: Mr. Dodge, the people I am talking about— 
and you know them because you have dealt with them—are Inglis, Dupont, and — 
the Steel Company of Canada. They were all here. I am talking of that calibre of 
people. That is the story they kept repeating, and you have to pay considerable 
attention to what they have to say. 


Mr. DonGE: I am not condemning all advertising out of hand. I think there is” 
a certain amount of value in notifying the consumer of the types of products that 
are available, and giving a truthful account of what they can accomplish and of 
what they are capable of doing. I think there is a perfectly valid argument in 
favour of that, and I have no doubt that those who present their product in a 
truthful and an attractive form will succeed in outselling others who do not do so 
well. They probably get some benefit from that. I do not think that that is really — 


what the consumer complains about when he complains about the cost of 
advertising. 


Mr. ALLMAND: I have a supplementary question, Mr. Chairman. Would it 
not be true to say that if a company increases its market and sells more products 
that this is going to benefit the worker who produces those products by giving — 
him larger wages and more benefits? Why would you not support a company that 
takes steps through advertising and promotion to sell more of its products if it 
means more income and a greater share for the workers? 


Mr. DonceE: As I say, I have no particular objection to their advertising their 
services. What I object to principally is the rather enormous budgets that are 
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assigned by companies to advertise something that has really no discernible 
benefit to the consumer. 


Mr. ALLMAND: But they say that if they do not do that they will not sell as 
much of their product. Would not that reflect on the workers you represent? 


Mr. DopceE: If they did not advertise soap, people would not wash their 
clothes? 

Mr. ALLMAND: No, they would not be able to sell as much. 

Mr. DopGE: I am sorry; I cannot accept that. 

Mr. ALLMAND: That is fine. Maybe you are right. 


Mr. Scott (Danforth): Mr. Dodge, like everybody else who has appeared 
before us, you have made an admirable defense of your own position—namely, 
whatever causes this, it is not you? 


Mr. DoncsE: That is a clear gain, I might say. 


Mr. Scott (Danforth): What disturbs me about your brief is that you seem 
to be saying that in the fight for the distribution of what we call the economic pie 
labour can look after itself, you seem to be advocating a hands-off policy by the 
government. Am I wrong? 


Mr. DopGcE: No, we start the brief by saying we look forward to substantial 
benefits coming out of the deliberations of this committee. As a matter of fact, I 
think, if I may say so, some of the effects of the inquiry here are already being 
felt in the supermarkets of the country. 

Co-Chairman Senator CROLL: Mr. Dodge, you may say so. 


Mr. Scott (Danforth): Senator Croll would be glad to have you make that 
assertion. 


Mr. Dopce: I think the studies here are already having an effect, and I 
think that that is very good. What we are urging is that specific measures, some 
of which have already been attempted, are either not justified or could not be 
advantageous to economic growth and to our own position as representatives of 
the workers of the country. We are anxious to avoid restraint being imposed in 
the form of fiscal-monetary measures which, as I have said several times, would 
have a bad effect on the economy. It is in this sense that we want government to 
exercise a little care. 


Mr. Scott (Danforth): What you have told us is that organized labour has 
kept up in terms of productivity and wages with the rise in prices? 


Mr. DODGE: Yes. 


Mr. Scott (Danforth): But you represent only 30 per cent of the people, and 
that in the confrontation between labour and management there is 70 per cent of 
the people who are caught. 


Mr. DopcE: We have not said that. We have said that certain fixed income 
groups get caught in the squeeze, but, surely, it is pretty clear that labour, 
representing 30 per cent—and a much greater percentage than that in the key 
industries or the pattern-setting industries of the country—plays a very impor- 
tant role in setting the level of incomes by establishing patterns in those key 
industries. We represent 30 per cent of the total labour force, but the total labour 
force includes an awful lot of people who will never become members of trade 
unions. We represent a much higher percentage in transportation, pulp and 
paper, mining, and basic steel, and it is in those industries that the general wage 
patterns of the country are set. 

Mr. Scott (Danforth): But what is labour’s view—or does it have one?—of 
the inadequate machinery that exists for protecting and distributing the growing 
national product amongst unorganized groups? What is your social view? 
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Mr. DopcE: We, of course, believe, and have always advocated, that a 
substantial share of the gross national income ought to be apportioned among the 
people who, in many cases, do not belong to unions, and would not want to 
belong to unions. We have always been advocaies of social security measures, 
and we continue that advocacy, and are prepared to make whatever contribution 
may be necessary from the general revenues of the country to carry out these 
programs. Similarly, I think we share the general public attitude ‘about the 
rights of the consumers, and want to carry out policies ourselves which are not 
injurious to the consumer. We would expect the government to take what action 
may be necessary to protect the consumer from the exploitation of profiteering 
elements and false advertising and the many gimmicks that are—from planned 
obsolescence of products, administered pricing methods, combines in restraint of 
trade, and all those other features of economic life in this country which have an 
adverse effect on the consumer interest. We expect the government to operate in 
all these fields, and we will applaud and support government activity of that 
sort. 

Mr. Scott (Danforth): You would not have an objection to strong govern- 
ment initiative? 

Mr. DopceE: Certainly not. We would support it very strongly. 

Mr. Scott (Danforth): The other thing that has come up in our hearings is 
that one of the contributing factors is in the rigidities caused by lack of skilled 
people, and lack of knowledge as to what skills we need, which impede the 
efficient operation of our industries. 


Mr. DopGE: We subscribe to that. 
Mr. Scott (Danforth): What comments do you have on that? 


Mr. DopGE: We subscribe to that. We have strongly advocated the develop- 
ment of an active manpower policy in Canada, an essential element of which is, 
of course, the training of the labour force. We believe we have spent too much 
time in thinking about the labour force in terms of the quantity of people 
available, and not enough about the quality of the people. We think that an 
essential element in increasing productivity is to have a well trained and better 
trained labour force as a whole. Somebody in the States argued—and I remem- 
ber saying this to the Senate committee on Manpower and Employment—that an 
investment in education has a greater return in terms of productivity in the 
economy than an equivalent amount of money invested in labour saving 
machinery. I think that this is our position. We are in favour of upgrading the 
labour force as a whole, and this is an important productivity factor. 


Mr. Scott (Danforth): That is all Mr. Chairman. 
Co-Chairman Mr. Basrorp: Mr. Allmand? 


Mr. ALLMAND: Mr. Dodge, does the Canadian Labour Congress or its affili- 
ates offer any consumer services to its members, such as giving consumer reports 
on products; or does it help its members take action against retailers or manu- 
eee who do not have honesty in packaging and advertising, and all that sort 
of thing? 


Mr. Dopce: No, we do not publish anything of that sort. It is a very good 
idea, though. 

Mr. ALLMAND: I ask that question, because we had before us the man who 
runs the economic council in Sweden, who said that in Sweden they do not have 
any government consumers department because it is done by the trade unions. 


Mr. Dopae: I think it is a very useful task that trade unions could perform. 
We do have a very close association with the co-operative Union of Canda, and 
in fact operate a joint committee with them, the Co-operative-Labour Commit- 
tee, and we jointly finance, with the Co-operative Union of Canada, staff who 
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work in the field of consumer co-operatives. We also encourage, at seminars and 
conferences, participation by representatives of the consumer’s association. These 
have not been particularly successful, but I think your idea ought to be explored 
by labour unions. 


Mr. ALLMAND: The next question: As a matter of policy, when your union 
bargains, do they bargain in contemplation of inflation? I ask that, because in 
your brief you mention how the wage rates you have obtained through 
contracts through the years have been partly taken away by inflation. But we 
have had the allegation that, on the other hand, when you bargain you bargain 
considering, say during a two or three year contract, that prices are going to go 
up in that period, and in doing that some people say that by bargaining like that 
it in fact pushes the inflation along still further because you are asking for wage 
rates not in view of what price levels are now, but what they may be, and you 
presume they are going to go higher. 


Mr. DopcE: Well, it is true that that argument has been advanced in 
bargaining negotiation of contracts, but it is rarely successful, you know. 


Mr. ALLMAND: You mean on the part of the unions? 


Mr. DonceE: That is right. We rarely win that kind of argument. Boards of 
conciliation tend not to take into account possible future inflationary trends. And 
you must remember, as we say in the brief, that most of the contracts are for 
terms of longer than one year. We sometimes say we know there has been a price 
movement of this proportion and we anticipate there will be an additional price 
movement in the second or third year of the proposed contract—we want 
compensation for that; but we rarely succeed in getting it. 


Mr. ALLMAND: Do you have any policy on the way you would provide for 
this sort of movement in prices by a cost of living adjustment clause, or do you 
always ask for set increases. It seems to me that most wage contracts that I 
follow have always provided for so many cents increase, say in 1965, so many 
cents increase in 1966, and so many in 1967, but do not seem to have a clause 
which would follow the consumer price index, or something like that. This is a 
trend in social welfare throughout the world. Do you have any policy? Would it 
not be better to have clauses, once you have a standard, which would be more or 
less acceptable and that would allow you to increase, or even decrease, according 
to the cost of living? 


Mr. DopGeE: Of course, that was a very popular type of clause during the war 
years and for a number of years afterwards when the cost of living bonus was a 
standard feature of contracts in that period. Gradually, when prices settled down 
after the sharp rise which, took place after the lifting of controls, these cost of 
living bonuses were incorporated into wage rates, and they began to disappear 
and during the late fifties there were very few of them remaining in contracts. 
However, there has been a noticeable increase in the introduction of that formula 
into contracts in the last couple of years, probably because of the anticipation of 
price increases which you refer to. We have no policy on that. 


Mr. ALLMAND: It is alleged that whereas in certain industries an industry 
may often have to take a decrease in profits over a certain year, and this is 
shown to be so by the facts, and sometimes an industry even stands losses in 
certain years, that unions refuse to cut back on wages, or even on wage 
increases. Do you have any policy on this? Would it not be better sometimes in 
certain industries if they are losing markets and losing sales, whether through 
increased competition or increased foreign competition, or a decrease in the rate 
of our money, and so forth, if the unions would agree to cutbacks? Have they 
ever agreed to cutbacks? 

Mr. DopGE: There have been cases in labour history in this country where it 
has been done to a substantial extent. I am a former employee of the C.N.R. and 
remember during the depression years the basic rates of the railway employees 
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were reduced by a very substantial percentage cutback in wages, by agreement 
with the union, by a formula for reducing them and restoring them. Eventually 
they were restored. But there has not been much incidence of this sort of thing 
lately. 

The usual compensating action taken by the company if their business is 
declining is to lay off a substantial number of workers and cut their costs back 
by that method; or they perhaps reduce the hours of work in the plant, and in 
that way cut their expenses to meet the situation. But we have a theory which 
was expressed in a slightly different way earlier, that we ought not to subsidize 
by a low wage policy the inefficient operations of a company. 


Mr. ALLMAND: I would agree with that; there is no argument there. 

I want to refer to your table on page 8, which is a very interesting table 
because when we had representatives here from the Dominion Bureau of Sta- 
tistics we asked them for a breakdown. As you know, they had figures for wages 
and salaries altogether, and I found this misleading because you cannot really 
tell how much of an increase is going to organized labour and how much for 
salaries. I was going to ask, first of all, do you know what percentage of the 
wages and salaries income goes to salaried people such as are listed in this table 
as compared to people with wage rates? What percentage of our Canadian 
income? 


Mr. DopcE: You mean total salaries paid in the industry, how much of it 
goes to salaries for executives? 


Mr. ALUMAND: Salaries for executives. By wages I mean men on hourly 
wage rates, on piece rates, and that sort of thing. This table refers to salaried 
employees. 

Mr. DODGE: Yes. 

Mr. ALLMAND: The figures put out by the Dominion Bureau of Statistics 
include both of them. I would like to know what percentage of that D.B.S. figure, 
which is salaries and wages together, includes salaries, so that we would know 
just how much of that total figure is going to people in salaries as opposed to 
wages. 

Mr. IRVINE: I think D.B.S. would break it down if you put the arm on them. 


Mr. ALLMAND: They said they couldn’t but they would like to. I mean 
like Chapman and Associates. 


Mr. IRVINE: Chapman and Associates did it by survey, and of course in their. 


survey they did not include all salaried employees but only managerial salaried 
employees. Now, when ycu come to salaried employees as a whole that is a 
much vaster body of people, including clerks, stenographers, typists and so on. 
This survey by Chapman and Associates was a relatively hmited one and con- 
fined to those in top managerial classifications. 


Mr. DoncE: It also shows the movement in particular job rates, classification 
rates. It does not show how many general managers there are and how much 
they earned in total, so you could not get the figures that way. 


Mr. ALLMAND: Would the Canadian Labour Congress like to see a more 
specific breakdown in D.B.S. figures of wages and salaries? 


Mr. IRVINE: Very definitely. 


Mr. ALLMAND: I personally would like to see breakdowns for salaries and 


ihe lies also blue and white collar breakdowns if I could. Do you have any 
policy? 


Mr. DopGE: We would be very happy if the D.B.S. would produce statistics. 


Mr. JOYAL: Could not the Pay Research Bureau of the Public Service do 
that, as that is the way they set the salary pattern? 


CONSUMER CREDIT 1915 


Mr. DopGE: They might have the kind of information that Chapman has 
given us here. What does a professional engineer employed by private industry 
get? They would be able to make a comparison to get the total wage bill in the 
country, what goes to executive officers of corporations and so on. We do not 
know that. How much of it goes to the white collar salaried worker who is not in 
an executive position? We do not know that. 


Mr. JoyaL: Chapman Associates can only give figures on those particular 
categories of management for which they are doing recruiting. If they do not 
recruit clerks for major manufacturing, or stenographers, they could not give 
any figures on that. But the Pay Research Bureau in Ottawa could provide a lot 
of useful figures. They have volumes on this. 


Mr. DopceE: But not the answer to the question that Mr. Allmand is posing. 


Mr. ALLMAND: Is it not true that managerial salaries usually follow wage 
increases? In other words, if you get a situation at any given time, if there is 
bargaining in that company between unions and management, and the unions get 
the wage increase, then there is an increase in the salaries. Is this the usual 
pattern? I understand that it is. I am not talking of bonuses but of salaries? 


Mr. DoncE: I think that in the industries which have a fairly stable mana- 
gerial staff, sometimes this is the case. As I said earlier, I worked at the C.N.R. 
and we used to find that some of the managerial personnel would be in the back- 
ground cheering for us when we were negotiating increases, because they knew 
it would be reflected in increases for themselves. 


Mr. JoYAL: That is what I was thinking of. 


Mr. DopGeE: I think a much stronger influence on it is the competition for 
highly trained personnel in this field. In our own movement, we find that highly 
trained personnel cannot be obtained unless we are prepared to compete with 
industry for those people. That is what the people in the Government service 
have found also. 


Mr. ALLMAND: Do you have any affiliates with farmers’ unions or profes- 
sional unions? Do you affiliate or attempt to organize them? 


Mr. DopcE: We are interested in organizing professionals. We have no 
association with the general body of professional workers, such as nurses, 
teachers, professional engineers. We have some small units in the field of 
draftsmen who belong to some of our affiliates. 


As regards farmers, we would not expect any change in the situation as it is 
now, where they maintain their organizations separate and distinct from ours. 
We have some contact with their organizations but we see no possibility in the 
future—in the immediate future, anyway—of an organizational alliance, much 
less a merger. 


Mr. ALLMAND: What is your attitude to price control, either in essential 
products or in general? 


Mr. DopcE: We would think it would be very difficult and probably not 
advisable to have general price controls. 


Mrs. MAcINNIS: Have you considered that the housewives’ boycotts were 
justified? 


Mr. DoncE: Yes, I have. 
Mrs. MAcINNIs: Why? 


Mr. DoncE: Because this has had a considerable effect on the attitude of the 
people who determine the price of goods. They have had to be a lot more careful, 
Owing to the impact of this kind of drive, than otherwise they would be. 
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Mrs. MacInnis: I notice in the cost of living index this morning that housing | 
and clothing and personal health care and several other items are up. Do you 
think it would be a desirable thing now to have boycotts on these other lines? Or 
have you got a better idea? | 


Mr. DopcE: Whether by boycott or some other method, consumer pressure in 
these areas could have a fairly good result. 


Mrs. MacInnis: What other form of consumer pressure? What other pres- 
sure could be exerted? 


Mr. Donce: First of all, in housing... 


Mrs. MacInnis: Is your own organization in any position to exert pressure 
on prices or at least on unjustifiable living cost prices? 


Mr. DopcE: You have to take each of the things you mentioned separately, I 
would think. Take housing. In the field of housing, scarcity of homes—inciden- 
tally, we understand that this is becoming a more acute problem day by day—is 
a factor in forcing prices up. That scarcity can be corrected only by substantial 
action by the Government in the provision of funds and the supply of low cost 
housing at Government expense. This corrects the market tendency, so I would, 
as a consumer of housing, exert a good deal of pressure at this stage on 
governments to operate in this field. 


Another way of handling the problem is through the development of co- 
operative housing on a substantial scale in this country, which I think is a serious 
lack. 


When you come to health care, other methods similar in concept to those 
could be employed. ‘ 


Mrs. MacInnis: Let us come back to food. I would like to get at what kind of 
Government action you think would be desirable. You said that advertising 
entailed vast amounts you considered unjustifiable and so on. Would you favour 
limiting the amount of advertising that these firms could claim on their income 
tax? 


Mr. DopcE: I think that would be a very effective measure. This would make 
them keep their advertising budgets down. 


Mrs. MacINNIS: Do you think it would be possible to discriminate between 
the legitimate business of communicating by advertising, and the high pressure 
salesmanship? 


Mr. DopncE: It might have some effect but perhaps another form of action 
may be necessary to correct this tendency to untruthfulness in advertising. We ~ 
have agencies of government such as the National Research Council. I think that 
body should examine advertising claims and that they should have an advertis- 
ing budget of their own, to say that this detergent does not do the things the 
manufacturer says it does, that this headache remedy is not in fact a headache 
remedy at all but a poison, and so on. 

Co-Chairman Senator CrRoLL: Mr. Dodge, the British Government at the 
highest level, the American Government at the highest level, and the Canadian 
Government at the highest level, have all said “Stop smoking those cigarettes, 
they will kill you”. Do you know how many people stopped? 


Mr. DoncE: I have, for one. 
Co-Chairman Senator CROLL: What astounds me is that the sales figures 
seem to be larger than ever. You cannot get a better authority than that. 


Mr. DonpGE: That may be true, but at least smoking is a habit, a narcotic. I do 
not think detergents are a habit. It would not be really difficult for a housewife 
to break off using a particular detergent if she learned it was not worth a dime. 
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Mrs. MAcINNIS: You mentioned the Research Council. Would you favour 
collecting all those forms of consumer protection throughout the Government, 
into a department of consumer affairs? Would your association favour that? 


Mr. DonDGE: Yes. 


Mrs. MAcINNIs: You were talking on page 5 of your brief about the peaking 
of profits and the peaking of wages. What about all those people who are neither 
in organized labour nor in management, who do not enjoy any peaking. The only 
peaking these get is that of a rise in prices. This is a very big group of people, 
unorganized workers, people on pensions, on retired allowances, on social assist- 
ance. There are also those who will be dismissed through automation, no matter 
how well it is worked out. What specific measures, if any, have your organiza- 
tions got to deal with that whole growing segment who cannot hope to get an 
increase in their salaries or their profits? 


Mr. DonGeE: That is a very big question, dealing with several distinct groups. 


Mrs. MacInnis: Let me break it down. You said you are in favour of social 
security measures. Would you be in favour of a principle that everyone should 
have a guaranteed income? 


Mr. DODGE: Yes. 
Mrs. MacInnis: Geared to the cost of living? 


Mr. DopcE: Geared to the cost of living and geared to other things, of 
course; geared to the general productivity improvement and to the economy as 
a whole. 


Mrs. MAcINNIS: Do you believe that such a guaranteed income would tend to 
stabilize these peaks up and down of the economy, inflation and depression? 


Mr. DopcE: Depending upon whether those in receipt of this guaranteed 
income had adequate bargaining power to deal with the changes as they oc- 
curred. I think this is important. 


Mrs. MAcInnis: In other words, if they were flexible? 


Mr. DopGE: Yes, and if there were the necessary instruments, or institutions, 
through which the settlement of the issue, and the exertion of pressure, could be 
brought about. 


Mrs. MacInnis: Just one more thing: Suppose that the trade union move- 
ment got strong enough in this country to be able to bargain in large blocks, as 
we are told is done in Sweden by the whole trade union movement versus the 
whole employer movement. Would that make for fewer strikes in this country 
and a better level of stability? 


Mr. Dopce: Assuming that it were possible, and I say it is not possible to 
have it in this country, but assuming that it were possible, yes. 


Mrs. MAcINNIS: You do not think it would ever be possible? 


Mr. Donce: No, I think that the structure of this country is much different 
from that of the countries in which this sort of operation is carried out. In 
Sweden, for example, they have a unitary state, whereas we have a federal state 
and only a small percentage of the total organized workers, or total workers for 
whom bargaining contracts exist, are governed by federal legislation. Quite 
apart from the fact that we have considerable disparity of economic advantages 
as between one part of the country and another, we have the problem of the 
control by the provinces of the instruments of bargaining. 


Mrs. MacInnis: Is a national manpower policy going to be able to work, 
then? 
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Mr. DopcE: I think it can work, but only on the basis of an agreed 
arrangement between the federal Government and the provinces. If the provinces 
cooperate with a national manpower policy, then fine. And I sincerely hope that 
the provinces will, because it would be a disaster to the whole country if they 
did not. If they refuse to cooperate, it will not work. We have little chance that 
we can develop the necessary instruments to bring about national bargaining in 
Canada. Would it reduce the incidence of strikes, if we could? It probably would. 
I do not think it would eliminate strikes. I do not think anything will eliminate 
strikes. There are people who clamour for compulsory arbitration of disputes in 
certain sectors of industry. I contend that they will not eliminate strikes, but I 
think, if we could bring about national bargaining in the same way as is done in 
Sweden and other countries it might reduce the incidence of strikes, yes. 
However, I do not feel very hopeful that it can be achieved here. 

Senator O’Leary (Antigonish-Guysborough): Mr. Dodge, I am looking at 
page 8 of your brief, at the second paragraph referring to managers’ salaries, as 
indicated in the table above. I assume that H.V. Chapman and Associates Limited 
broke this table down by years, and this is how you got your 1965 figure for the 
7.7 per cent increase, and, likewise, your figure for a further rise of 9.1 per cent 
for 1966. These are from the same source. 


Mr. IrvINE: It is all from the same source, yes. 


Senator O’LEARY (Antigonish-Guysborough): What was the average hourly 
wage increase in organized labour in 1965? 


Mr. IrnvINE: I am not sure that I have that figure here. I will try to find it for 
you. 

Senator O’LEARY (Antigonish-Guysborough): I would also like as well one 
further increase which will have taken place in 1966. I would like to get the 
figure for the managers there, since you listed the managers. 


Mr. DopGE: You understand, of course, that it is relatively easy to derive this 
figure from a survey made of individuals in a relatively small sample. The kind 
of figure we have to resort to in order to answer your question is a national 
consensus. 

Senator O’LEary (Antigonish-Guysborough): Iam looking for some consist- 
ency here. If you give a figure like this, we would have a comparison. Up to page 
8 you are talking about output, and then you go on to total remuneration. You 
have a figure for managers, and I would like a comparison for average hourly 
wages. 


Mr. Doncz: It is a perfectly valid question. 


Mr. IRVINE: I regret that I do not have the 1965 figures or wages with me. If 
I were in my office I could find it quickly, and I will later. I do not want to make 
an estimate of it, however. 

Senator O’LEAaRY (Antigonish-Guysborough): You would not want to make 
an estimate? 


Mr. IrvINE: No, because it would be guess-work. I just have not looked at 
the figure for that particular year recently. I examined the figure for the average 
manufacturing wages over that whole period of 1961 to 1965, but I do not have 
the figure with me for 1965 itself, unless Mr. Fryer has it in his papers, and I 
understand that he does not. 


Senator O’LEARY (Antigonish-Guysborough): That is all. 
Mr. DopGE: Would you like that information supplied? 


Co-Chairman Mr. Basrorp: I think it would very useful. You say in your 
brief that it would be useful to see how managerial salaries have been moving 
relatively. 
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Mr. IRVINE: The wage figure has been indicated for the whole period. If you 
will notice the second sentence in that paragraph, you will see that it says “over 
the same period average hourly wages in manufacturing increased by only 
17 per cent.” 


Co-Chairman Mr. Basrorp: Then your next sentence is more pertinent: 
“Last year the managers averaged an increase of 7.7 per cent and a further rise 
of 9.1 per cent will have taken place by the end of this year.” 


Mr. IRVINE: The question this gentleman was asking is what happened in 
1965, and how was the wage increase in 1965 compared with the salary increase 
indicated here of 9.1 per cent for that particular year. 


Senator O’LEARY (Antigonish-Guysborough ): Of course I asked that ques- 
tion because you immediately departed from the point. You said that last year 
the managers average was 7.7, so, of course, my question is logical. 


Mr. DopcE: May we supply that information later, Mr. Chairman? 
Co-Chairman Mr. BAsrorp: Fine. 


Mr. JOYAL: Would you include also what would be the cost of the fringe 
benefits? I take it that that figure is inclusive of straight wages and fringe 
benefits. 


Mr. IRVINE: It does not include fringe benefits. 


Mr. JOYAL: Well, the figures from various employers have included the total 
of wage increases and fringe benefits, and some of them have even broken those 
figures down into the different components. It would be good to be able to check 
your general figures against the specific figures which have already been provid- 
ed to the committee. 


Mr. John Fryer, Assistant Director of Research, Canadian Labour Congress: 
It is very difficult to do, you know. We rely on the Dominion Bureau of Statistics, 
and they find it impossible to calculate the fringe benefits cost. We certainly do 
not have the statistical resources at our disposal that they have. 


Mr. JOYAL: But you get copies of the contracts that are negotiated, and this 
information is contained in them. 


Mr. FRYER: This is only one very narrow part of the whole thing. 
Mr. JOYAL: It is for the people you represent, which is 30 per cent. 


Mr. FRYER: What I was saying is that we could calculate on the 30 per cent 
but not on a national basis. 


Co-Chairman Mr. BAsrorp: The figures we have had from management, 
generally, have been relative to their own particular companies. That is a fairly 
easy question to answer. 


Mr. FRYER: We have six thousand agreements which would require compil- 
ing figures from all six thousand. 


Mr. Joya: I see. That would be quite a job. However, this raises another 
point that I am interested in. Perhaps there has been too much general emphasis 
on the fact that wage increases are so important in the inflationary trend that we 
are witnessing, but you have pointed out in your brief that the evolution in the 
increase in wages has been fairly parallel to that of the increase in productivity. 
You can only speak for those workers who are organized, however, and for those 
workers who are in the production end of our economy, where the productivity 
can be measured. What I would like to know, if you can help us on this, is what 
is the percentage of your salary and wage earners, where their productivity can 
be measured, and what would be the influence on costs, if you look at the cost 
on such basis, of all the thousands, or perhaps millions, of salary people or wage 
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earners who are in non-productive capacities, such as all service industries and, 
even more so, all categories of public service, whether federal, provincial or 
municipal? What effect would these people have had on the cost spiral? 


Mr. DonczE: There is no doubt that the general trend of wages, as established 
by these six thousand contracts to which my colleague referred, tends to be 
pervasive over the whole labour force. Clearly, if people in service industries 
cannot meet at least a reasonable standard of wages compared to what is being 
earned in manufacturing, they are going to lose their workers to manufacturing. 
They are in a competitive squeeze; they have to pay reasonable wages, and that 
means that the patterns established in the 30 per cent of the labour force which 
we represent tend to be reflected throughout the whole labour force. 


Mr. Joya: But there would be no increase in productivity in that section. 


Mr. DoncE: The figures we quoted do not refer to any specific industry. They 
do not refer particularly to manufacturing. They refer to a pretty general 
segment of industry across the whole picture, and we agreed that the rate of 
productivity in manufacturing is not reflected by a correspondingly high rate in 
the service sector. On the other hand, neither are the wage rates. The service 
sector of industry tends to lag very seriously behind the major basic industries 
in manufacturing as far as wage rates are concerned. One can assume, therefore, 
that the lower rate of productivity is in part responsible for the lower rate of 
wages, and there is a certain correlation between the two. On the other hand 
some of the difficulties encountered in the service sector in getting staff have 
resulted in a trend towards increasing automation, mechanization and the use of 
computers, even in this field, and the result probably is that we will see some 
increase in productivity and they will have corresponding reductions in unit 
labour costs of producing a given service. That is a pretty vague answer to a 
specific question. 


Mr. Joyau: Would you agree there should be more work in this area by 
statisticians and the D.B.S. and other things like that. 


Mr. Dona: Yes, the service industries tend to be labour intensive and this is 
a very important factor in a given situation. 


Co-Chairman Mr. Basrorp: Mr. Whelan. 


Mr. WHELAN: This question may have been answered before I arrived. I had 
other business in my office this morning which did not allow me to come here in 
time. In my question I want to refer to something that Dr. Deutsch said; he 
pointed out that while there is a high cost of living our productivity is not being 
maintained. Do you agree with that? 


Mr. Dongs: I agree that productivity is an important factor in determining 
the cost of living, yes. 


Mr. WHELAN: The answer to this is obvious by what you have said, but I am 
going to ask the question anyway. Dr. Deutsch has said that the figures used are 
too old by the time they are used and that they do not mean much. Do you 
agree? 

Mr. Dopcz: It is a chronic problem. One of the most serious difficulties in 
attempting any type of economic planning or the development of adequate 
manpower and fiscal policy is the unfortunate time lag between the production 
of statistics and the current situation. 


. Mr. WHELAN: Do you agree with Dr. Deutsch when he said in general—and 
this does not concern people on fixed incomes—that the people on wages have 
kept ahead of the cost of living. 


Mr. Dopcs: Yes, I think this is a fair statement. I think the people on fixed 
incomes have taken a beating, and the people who are able to tackle the problem 
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from a bargaining standpoint have been able to hold their own. We have noticed 
a growth in the real income of the workers over the period since, let us say, 1946 
to the present time. I would not agree with the statement that every time we get 
an increase it is eaten up in price increases; we have a gain in real income. 


Mr. WHELAN: Again, talking about salaried people, and Mr. MacInnis has 
asked questions on this point, Dr. Deutsch pointed out that these people have 
more or less kept it down. They are slower in moving but when they did move it 
was a big jump. He inferred that people on salaries more or less kept a balance 
with the wage earners and while sometimes they are slower to move, when they 
do so, the jump is bigger. Do you agree with that? 


Mr. DonGE: Yes. 


Co-Chairman Mr. Basrorp: You have analyzed in your brief the operation 
in a business cycle, and how at the beginning of a cycle you have an inflationary 
period, as you call it, when profits are large and then as the cycle tapers off the 
profits go down and wages catch up. Then you have gone on to be somewhat 
pessimistic about 1967. I was wondering whether the Congress favoured an 
increase in profits in 1967 as an indication of the renewal of the business cycle. 


Mr. DonGE: Perhaps Mr. Irvine will deal with this. 


Mr. IRvINE: I should say that the large swing towards profits usually takes 
place in a recovery and in the early stages of an expansion. And if, as some 
observers believe, including ourselves, 1967 may be a year of recession, and 
perhaps 1968 as well, the profit-earners will have to wait until late 1968 or early 
1969 to receive their bonanza. I think the usual pattern is that in periods of 
recession, that is when we are actually on the way down the other side towards 
the trough, profits per unit decline during that period and labour costs after a 
delay do so as well. 


Co-Chairman Mr. BAasrorD: What policies can be invoked to avoid the need 
for a recovery? 


Mr. IRVINE: Would you repeat that? 
Co-Chairman Mr. BasrorD: You have spoken of a recovery, possibly in 1968. 
Mr. IRVINE: Yes. 


Co-Chairman Mr. Basrorp: What policies can be adopted to avoid the need 
for a recovery? 


Mr. IRVINE: You mean what policies could be adopted to avoid the interven- 
ing recession? 


Co-Chairman Mr. BASForD: Yes. 


Mr. IRVINE: I think in that respect we concur largely with the Economic 
Council of Canada. They advised the Government against any major restraining 
action at this time. They did not go on to say that now is the time for a major 
stimulus, but they did say not to add depressants. I believe the Press interpreted 
it as a stand pat attitude. Then, if some of the indicators we have mentioned 
continue to show a decline into 1967 some stimulus will have to be added, 
perhaps in terms of taking off the 10 per cent tax increase again or perhaps in 
terms of expansion of government expenditure of social capital and construction 
and perhaps new doses of social security. A stimulus of this kind, I think, if the 
indicators continue to go down, would be required to prevent a return to 
recession. 


Co-Chairman Mr. Basrorp: Before returning to a second round, supplemen- 
tary to what Mr. Allmand asked about price controls—we have had all the 
€conomists coming before us and the Economic Council and the Canadian 
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Manufacturers’ Association and the Canadian Labour Congress all of whom seem 
to agree that we should not have price controls. Nevertheless, reading our mail 
we find a great many Canadians seem to think that price controls are a simple 
answer to our problems, and various protest groups call for price controls. Why 
is there this wide divergence between what a great many men on the street think 
and what a great number of economically knowledgeable people think? 


Mr. Dopce: I think we will go along with the experts and the Economic 
Council that a general system of price controls is neither necessary nor feasible. 


Mr. JovaAL: You are a component of the Economic Council and therefore you 
subscribe to their views. 


Co-Chairman Senator CROLL: Not “therefore.” He is a component and he 
subscribes. 


Co-Chairman Mr. Basrorpb: Well, if this committee does not recommend 
price controls, there are going to be a number of Canadians who think we are 
pretty stupid. How do you explain to them that we are not stupid? 


Co-Chairman Senator CROLL: That would be very difficult—almost impossi- 
ble! 


Mr. Dopce: You would probably quote the Economic Council and the 
Canadian Labour Congress in support of your position. I think that we would 
feel that there are some measures, as I said in reply to Mrs. MacInnis, that could 
be taken which would have an indirect effect on the prices of particular elements 
in the Consumer Price Index. There are economic measures which can be used as 
what might be described as selective price controls. I am inclined to the belief 
that any attempt to impose general price controls would have an unfortunate 
economic effect. 


In spite of arguments to the contrary, we resort a great deal to the mech- 
anism of the market as a method of determining price, even in the field of the 
price of labour; and I think it would be difficult to counteract that tendency at 
the present time without running into trouble. I am not a qualified economist in 
this particular area, but perhaps Mr. Irvine could add to that answer. 


Co-Chairman Mr. Basrorp: Neither am I, so I understand what you are 
talking about! 


Mr. IrvINE: On this question of price controls, I think that that particular 
term conjures up a very special type of measure which we have been familiar 
with in this country only at times of extreme emergency and it has connotations © 
of extreme rigidity. It is that sort of thing we are not terribly enthusiastic about. 


On the other hand, the Canadian Labour Congress would support a 
strengthening of this country’s restrictive trade practices legislation and ad- 
ministration. We do feel that this has been rather a toothless tiger, and if we are 
to direct our energies to preventing unjustified price increases, this is the 
appropriate mechanism which ought to be used and which ought to be strength- — 
ened. 


Co-Chairman Mr. Basrorp: As you know, the Economic Council is now 
doing a study on that, and you will be making representations through them, no 
doubt. 


Mr. IRVINE: Yes. 


Mr. DoncE: There are all kinds of Government instruments that can be used 
as means of governing the level of prices in a selective way. One is the use of the 
tariff, for example, as a means of infusing a little more competition into the 
market in Canada. 
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Co-Chairman Mr. Basrorp: I am all in favour of that pressure, but I do not 
know if my co-chairman always agrees with me. 


Mrs. MAcINNIs: In view of the fact we have had all kinds of welfare surveys 
and other surveys pointing out there are groups of people who cannot afford a 
decent standard of living with prices the way they are now, and in view of the 
fact you believe that nothing can be done about fixing prices for people, then 
obviously the other end is the only thing open to consider. What immediate 
economic measures do you visualize as being useful, or what do you visualize to 
make it possible for these people to get a decent standard of living now or 
approach that standard? 


Mr. Dongs: Let us select one group as an example, the old age pensioners. 
In the first place, we believe very strongly that the old age pension, even with 
the present proposals before Parliament, is going to be woefully inadequate, 
first of all, in terms of what an old age pensioner needs and, secondly, in terms 
of the contribution made in the past to the growth and development of this 
country, what he is entitled to. So that so far as we are concerned, we think 
there is a need for a strengthening of social security measures all along the 
line. Even with all we have done, there are tremendous gaps in the social 
security program of the country. We are in favour of filling those gaps and 
making it possible for the old age pensioners to live in decency and comfort. 


We think also that as the country grows, because of more productivity and 
an increasing flood of consumer products on the market, the old age pensioner, 
even though past the stage of contributing to this productive process, is entitled 
to share in those benefits too, so the income they receive should be geared to 
increasing productivity of the country. And, of course, it is almost axiomatic that 
they ought to be protected from any increase in the cost of living, which is 
another feature of it. 


Mrs. MacInnis: Like medical care. 


Mr. DonGE: This is, of course, an increasing problem as they grow older. All 
these things ought to be taken care of, and we are in favour of very advanced 
measures for taking care of these things. 


Senator McGranp: One of the canning companies appeared before us and 
gave us the increases in salaries or wages from 1960 to 1965. In one group there 
was an increase of 32 per cent, 47 per cent, 41 per cent, 36 per cent, 35 per cent 
and 29 per cent. That would be an average of over 30 per cent increase in wages 
from 1960 to 1965. At the same time, if I remember correctly, the profits that 
company made on canned goods was about one-tenth of a cent per can. 


What I would like to get your opinion on is: Would not that increase in the 
cost of wages of over 30 per cent reflect on the cost of living—something that you 


_ could not blame on the canning companies? Because a lot of those companies in 


_ the food production business are not choice stocks on the stock market. In fact, I 


have read at different times these people who give advice on investments 


_ advising people to stay away from some of those very stocks of companies that 


are being criticized for the increased cost of living, because those stocks do not 


_ offer any growth for the future. 


Mr. DoncE: Well, it is very difficult to assess this type of situation. In the 
first place, my understanding about canneries is that they are very highly 


automated and highly mechanized, so that relative to the number of cans 


produced the number of employees may be quite small, and you could sustain 
the substantial increase percentagewise in the wage rates without having it 
reflect very markedly on the cost of producing a single can of tomato juice or 
soup. 
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Senator McGranp: Their productivity has not gone up nearly as fast as the 
increase in wages from 1960 to 1969. 


Mr. DopcEe: That may be over a short period of time. I would think that in 
order to radically change the method of production in a plant like that it would 
take a fairly long period of planning and introduction. They will be induced to 
make those changes if their unit labour costs tend to be high, and they will 
gradually convert from a plant that is a labour intensive plant to one that is less 
a labour intensive plant. 

I do not think it is a fair measure of their profit for them to describe it in 
terms of one-tenth of a cent per can; it depends on how many cans they are 
producing. This is a rather useful gimmick nowadays, to talk in terms of profit 
per dollar of sales, which is a way of evading the real question of what their 
profits are relative to the investment. I think it is very comforting to them, in 
relating profits to wages, to talk about dollars of sales. 


Senator McGraANp: The stock is a fairly good indication of what the profits 
of the company are and their prospects for future profits. These companies that 
are criticized in the retail business, some of the big chain stores, are not 
attractive buys in the stockmarket and have not been and are not listed as good 
investments. Now, if they are making big profits their shares would be reflected 
on the stock market as suitable investments. It is hard for me— 


Mr. DopcE: Yes, I understand. If it was real net profit that was the factor it 
would be reflected in the dividend payments, and so on. But, whatever may be 
the cause of that I would probably still say, without knowing the facts that apply 
to that particular firm, that in the packing industry generally and in the food 
processing industry unit labour costs tend to be exceedingly low. During the 
period of severe increases in the prices of meat products that took place in the 
summer time I remember seeing butchers on television saying that it was due to 
the strike at Canada Packers at the time. Well, that strike had not resulted in 
any increase in labour costs at that stage. It might have induced a scarcity of 
meat, which suppliers capitalized upon at the time—a sort of a panic, in fact, 
took place—but the fact of the matter is that a very substantial increase in the 
wages of the people in this industry results in an infinitesimal monetary increase 
in the price of the individual products on the supermarket shelves. 


Co-Chairman Mr. BASFrorD: Time is moving on, and I am anxious to move 
on. Perhaps the questions and the answers could be kept short. 


Co-Chairman Senator CROLL: Would the economists please define “‘profits”’. 


Co-Chairman Mr. BasrorD: That is a peculiar question having regard to 
what I have just said. We could go on for two hours. 


Co-Chairman Senator CROLL: Is there no formula? 


Mr. IrvINE: There is no generally agreed upon formula. The profit figures 
cited in our brief were drawn mainly from the definitions established by the 
Dominion Bureau of Statistics and the Department of Finance. 


Co-Chairman Senator CroLu: Those I know. If you have not anything else 
then let us get on. 


Mr. IrvINE: The kind used in collective bargaining situations usually fall 
into two classes—return on sales and return on investment. I suppose, depending ; 
upon the particular product, one is a more valid measure than the other. We tend 
to take the position, I suppose, in an industry where relatively little is actually 
added to the product that the relevant standard is not return on sales but return 
on investment. But there is really no agreed-upon formula, and this question 


of which is the appropriate profit measure is a matter of very hot debate in 
collective bargaining sessions. : 
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Mr. WHELAN: I have just one question, Mr. Chairman. If it has been asked 
then we do not need to go further with it. We hear a lot about immigration being 
a bad thing for Canada at a time of depression. We also hear from some people 
that immigration is a bad thing because it controls wages. Would any of the 
Officials here from the Canadian Labour Congress care to comment on their 
policy towards immigration—or do you havea policy at all? 


Mr. DopGE: Yes, we do have a policy. We are not opposed to immigration. 
We think that the necessary growth in the labour force can be brought about by 
bringing in immigrants over and above the natural increase in population, and 
this is probably necessary. We also believe that as citizens of the country we 
have some obligation—a social obligation—to disadvantaged peoples that can be 
expressed by giving them homes here. We have a sort of humanitarian approach 
to the question. We do think, however, that the manpower policy carried out by 
the government should be geared to the intake of immigrants—perhaps I should 
say that the intake of immigrants should be geared to the manpower policy of 
the country. In other words, there should be planned immigration in so far as the 
planning of it meets policy and humanitarian considerations. 


Mr. WHELAN: Have you read the recent White Paper on Immigration? 


Mr. DonceE: No, it is one of the things I have lined up to read, but have not 
yet got to. 


Mr. WHELAN: Some of the members of parliament, no matter with what 
party they are affiliated, consider that the recommendations in the White Paper 
are too restrictive. Many of us believe that the suggestions in the White Paper 
should not be implemented. I do not want to go into detail in respect of it now, 
but it is felt that the suggestions are too restrictive. 


We have talked about the price of food in Canada. Recently the Common- 
wealth Parliamentary Association’s meeting was held here in Ottawa. Delegates 
from all over the Commonwealth attended. I had an opportunity of speaking to a 
number of these people, and they had an opportunity of checking the prices here 
of imported foods. They pointed out that the way of life of the people who 
produced these foods has not changed for the better in the last 50 years, and yet 
we are getting this food from these countries at a very low price, but in all cases 
that low price is not passed on to the consumer. 

Would you be in favour of a higher tariff on imported foods if this money 
was going to be turned back to the countries from which these foods came so that 
these underprivileged people, who are not as fortunate in their way of life as we 
in Canada are, could be helped. Would you be in favour of turning it back to 
them in the form of external aid? 


Mr. DopcE: That would be in the form of a special tax upon the consumers 
for the purpose of providing foreign aid. I would not approve of that, no. 


Mr. WHELAN: But you are a union man, and you are not going to take cheap 
_ food from the producer who makes only as much in a year as some of our 
producers in the food industry make in a day, are you? As far as I am concerned, 
_ they are our fellow men. It does not matter whether they are in Egypt, the Far 
_ East or anywhere else—they are our fellow men. We are taking advantage of 
_ them by importing this food which is cheap because the labour costs are low 
_ because there is no labour congress to look after them. I think that this is wrong. 


Mr. DoncE: I am not for increasing the tariff. I am in favour of reducing the 
_ tariff. Iam not arguing that you can eliminate tariffs on a broad scale overnight, 
but I think that first of all the imposition of tariffs is a cost, by and large, to the 
_ consumers. Secondly, I think that the tariff is an encouragement to inefficiency in 
production methods in the country, and that we should move progressively 
_ towards the elimination of all tariffs as much as we can. 
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Mr. WHELAN: But you are not answering my question. Are we going to 
continue to get cheap food at the disadvantage of these underprivileged people? 


Mr. DopcE: This is one way of assisting them. They will find it easier to sell 
their products abroad. One of their principal problems is in the finding of 
markets for their products on a world-wide basis. We have got to make it 
possible for this country to supply substantially more foreign aid than it does, 
but not by means of taxing the consumer by raising tariffs. 


Mr. WHELAN: Do you believe that the same policy holds true for manufac- 
tured articles? 


Mr. DopGE: Yes. 


Mr. WHELAN: There are not tariffs to the same extent on foodstuffs as there 
are on many manufactured articles that come into Canada, and there are tariffs 
on some articles that are not even produced in Canada. I had an experience 
recently in respect of steel corn cribs which are imported, at a differential of 8% 
cents on the dollar, 224 percent tariff, 114 per cent federal sales tax, and 5 per 
cent provincial sales tax. I know of no tariffs as high as that on any article of 
food. You work in conjunction with the farm organizations, and they are being 
put out of business right and left by this type of policy. This particular item is 
not made in Canada, but if our manufacturing industry did not have this type of 
protection then many in it would be put out of business. 


Mr. DopcE: My answer to that is that I am not in favour of applying those 
same protective tariffs to a growing list of products in the food category. I am in 
favour of reducing the tariffs on manufactured products. 


Mr. UrtE: I have just one question, Mr. Chairman, arising out of your series 
of questions concerning price control, Is it not a fact, Mr. Dodge, that price 
controls, if instituted, would have to be instituted in conjunction with other 
controls such as wage controls, rent controls, dividend policies, and controls. on 
interest rates, and things of that nature? Is this not the answer—or, at least, part 
of the answer—that can be given to persons who are demanding that price 
controls be instituted? 


Mr. DopcE: Yes, I think so. As a matter of fact, to turn the question around, 
people frequently ask us are we in favour of wage controls, and we say we are 
not even willing to discuss it unless you are prepared to talk about the broad 
range of other controls; and we say that an incomes policy—we say it in this 
brief relates not to wage policy or wage control, but relates to the broad range 
of incomes of all factors of production, the income of capital, the income of the 
entrepreneur, the managerial group, sometimes regarded as another factor of 
production; income of land in the form of rent, and income of labour in the form 
of wages. If people want to discuss incomes policy then we are prepared to 
discuss it, but only on those terms. We don’t think there is much chance we can 


have an income policy, but we know darn well we will never accept it unless it 
covers the whole field. 


But going back to your question, of course the people who represent capital 
and land have a perfect right to say the same thing to us. If we say we want 
price controls, they will say, all right, if you will accept wage controls. 


; Mr. Urte: In other words, your view, and apparently that of most econo-- 
mists, if not all of them, is that one policy is dependent upon other component 
policies in order to be effective at all? 


Mr. DODGE: Yes. 


4 


Co-Chairman Mr. Basrorp: I have a supplementary. In addition to the 
questions we have been asking relative to price controls, suggestions have been | 


f 
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made in parts of the country that rather than price control we should have a 
price review in some form or another. Would not the same apply to a review, 
that it must be a review of all the components of the productive processes, or the 
income? 


Mr. DopGE: Yes. I think there may be some type of merit in that type of 
approach, where there is some exposure to the public of the changes which take 
vlace in prices, rents, the profit picture, and the wage rates, by an examination 
of these changes by some independent authority. Something of that sort might be 
developed. 


In recent discussion on wages in Canada there has been a good deal of 
question about the public interest? 


Co-Chairman Senator CROLL: I thought earlier in the day, Mr. Dodge, you 
thought that what we are doing here is very commendable and that the exposing 
of this to the public should have good effect. Can you think of a substitute or a 
better way of doing it than we are doing now? 


Mr. DopcE: Well, this is being done, you might call it, in an informal way. I 
think what people think of when they think of controls is of boards and 
commissions who do this in a formal way according to certain set rules. By 
exposing facts here, by the kind of questioning going on here, I think you are 
performing a very important service. 


Co-Chairman Senator CROLL: But people have been listening to royal com- 
missions, and what not. For the first time, we have come here by this method of 
coming before a parliamentary group. Can you think of any better way of 
reaching the people than in this informal way? 


Mr. DonceE: As I have said, I think this has been very effective, and I would 
not like to see a more formal way. But other people are trying more formal 
ways. In Britain, for example, they have in operation at the present time a 
special board which is called a board on prices, incomes and productivity. Over a 
couple of years this board had dealt with 27 cases up to the time I was in 
England a few weeks ago. Of the 27 cases, 13 had been price cases and 14 had 
been wage cases. They simply examine all of the factors which have resulted ina 
claim on the part of a producer for a price increase, or on the part of a union for 
a wage increase, and they make public their findings. They have a substantial 
staff of economists they hire on contract basis, accountancy firms and efficiency 
experts, and they come to certain conclusions: one, that the price or wage 
increase is not justified; or two, that it is justified in part, and they say how 
much; or, three, that it is justified, or sometimes they say it would be justified if 
the union, on the one hand, or the employer, or both, were to do certain things, 
for example, to take certain steps to eliminate restrictive regulations of the union 
contract. 


Now, that is what I call a formal structure for dealing with the question. It 
may have a good deal of merit, because it is not mandatory on any of the parties; 
they are not required to adhere to the findings of the board. However, it does tell 
the public what an independent body thinks of the actions of one side or the 
other in a given situation, and the public pressure upon the parties to refrain 
from making these changes is rather extreme. 


At a time, of course, when Britain is going through a period of what they 
call a wage and prices standstill, the findings of this board have become manda- 
tory, because the government makes the decision whether it will allow a price 
increase or a wage raise on the basis of the findings of the board. They will move 
now from a period of what they call a standstill to a period of severe restraint, 
and some of the control will be removed, and then they will move into the free 
and voluntary atmosphere that prevailed before July this year. 
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If you were to institute something like that here, that would be a formal 
structure as opposed to this general airing of the case which take place here. 


Mr. ALLMAND: Mr. Dodge, you have said that if there were to be wage 
controls you would want price controls, and others. What about those industries 
where there are already price controls? What is your reaction to wage controls, 
even to compulsory arbitration procedures, in those industries, such as railways, 
the hydro, and other types of such industry? They have to get their prices 
approved, and freight rates, electricity rates, etc. must be approved by govern- 
ment boards already. Even under the new legislation on the new transport 
board that is coming before Parliament, they are going to be called to the 
board and could have their rates reduced. What about essential services where 
there is control of prices? 


Mr. DopcE: Well, I think that the policy established historically in the 
railway and hydro industries is one which has been a matter of deliberate policy 
by governments, because it was recognized that these services are essential to the 
economic well being of the country as a whole, and that to leave the provision of 
these services to the market forces would be harmful. 

For example, for many years, through railway operations, we have subsi- 
dized the handling of the transportation of grain, because we felt it was in the 
interests of the agricultural industry and in the interests of the sale of the grain 
at competitive prices. As labour, this caused us considerable difficulty in the 
railway structure because our wages were continually related to the income of 
the railway. We have never objected to the artificial setting of rates on the 
railway because we recognized that it was in the interest of the country as a 
whole, all sections of it, that transportation be regarded as an essential service 
and that transportation costs be subsidized. What we objected to was that as 
railway employees it was expected by the railway managements, the govern- 
ments, and sometimes the citizens as a whole, that we had to bear the burden of 
supplying the subsidies, and we were not prepared to do that. Are we in favour 
of the subsidization of freight rates for farmers? I most certainly am, but I wish 
the farmers would recognize that the subsidy ought not to be taken out of the 
pockets of the railway workers. 


Mr. WHELAN: May I interject to say that the subsidy was not really for the 
farmers but to keep the policy this nation decided upon. 


Mr. DopGE: Quite true. I am not saying it was a subsidy to the farmers alone. 
Mr. WHELAN: It was of help to other Canadians. 


Co-Chairman Mr. Basrorp: It was a payment for that. You can argue as to 
whose benefit it was for. : 


Mr. DopcE: In the organization of certain public services, in the best 
interests of the economy as a whole, I think for that reason the setting of prices 
by boards and commissions is a perfectly valid proposition. 


Mr. ALLMAND: That is already in effect by companies like the Bell Tele- 
phone, which has its rate governed by boards. If they are going to take the 
position that wage rates must be set on their income, there will be strikes now 
and then which are very disruptive to the whole economy. If you had a good 
board of arbitrators, would it not be better for the railway workers, if negotia- 
tions break down, if there were some type of arbitration? You have it with the 
prices—it is fixed, the whole thing is set by people with boards and commissions. 
It may be that this is too big a question to ask at this time. ; 


Mr. DoncGeE: No, it is something we could talk about for weeks. To give a 


brief answer, you are quite right in saying that this problem resulted in a strike — 


action. But it need not have. All it required is understanding of the propositions I 
expressed a moment ago. The railway unions made wage demands in the latter 
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part of 1965 and everybody knew, surely, at that time that even if those demands 
were substantially pared down, the C.N.R. at any rate would never be able to 
pay it out of its net revenue. But eight long months drifted by. 


Mr. ALLMAND: Do you feel that the Government should have been called 
upon to fill up the pot? 


Mr. DopceE: This is part of the cost of maintaining a national transport 
system. If the Government were not prepared to pay it, and we put the railways 
on a “as much as the traffic will bear’ basis, letting them charge the wheat 
growing community exactly what it costs to transport wheat from the Prairies to 
the seaport—I think the economy will be in real trouble if we ever allow that to 
happen. 


Senator CARTER: On page 8 of your brief you say: 
...Managerial salaries and bonuses in Canada increased by 27 per cent 
(between 1961 and 1965). Over the same period average hourly wages in 
manufacturing increased by only 17 per cent. 


Do you agree with that, or do you think there is something wrong with that? 
Mr. DonGcE: Does it look right to me? It looks right to me. 


Senator CARTER: So you have no quarrel with management getting a little 
lower— 


Mr. DoncE: I thought you meant, did I think the statistics were sound. I 
think they are sound enough. Given the condition I mentioned earlier, that you 
cannot get a good sales manager or chief engineer unless you are prepared to pay 
the going price for them, there probably is not much alternative but to pay those 
wages. I would be much more interested in knowing how much they get in the 
field of special stock options and other such fringe benefits. 


Senator CARTER: When Dr. Deutsch was here, he told us—and I think it is in 
the report of the Economic Council—that one of the reasons for the disparity in 
productivity between Canada and the United States was that our managerial 
force was on a much lower level and did not have the experience or training 
which their counterparts in the United States had. Therefore, would it not be in 
labour’s own interest to get the best managerial staff possible, if the organization 
of capital and production facilities plays such a big part in productivity? 


Mr. DoDGE: Yes. 


Senator CARTER: So you would not quarrel too seriously with this disparity, 
as regards the increase in the managerial staff? 


Mr. Dopce: No. I think it is in this area that we suffer from considerable 
brain drain to the United States and anything that can be done to cut that down 
is good. 

Senator CARTER: On page 7, you Say this: 

. . .trade unions cannot accept the notion that productivity should form 


the ceiling on wage gains. To accept this would be to accept the notion 
that labour’s share of a rising national product should never increase; 


The D.B.S. or the deputy minister of the Department of Finance produced tables 
which showed that from 1949 to 1965 the labour share of the pie, the gross 
national product, had remained practically constant—50 per cent in 1949, com- 
pared to 52 per cent in 1965. Is it not an exercise in futility to be trying to get a 
_ larger share in the pie? 


Mr. DopGE: We could win, depending upon the circumstances in which we 
Operate at a given time. The adjustment of this share is governed by the 
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relevant bargaining strength of the parties at a given period. Sometimes we are 
in a strong position and we can recover ground lost in a previous period and may 
be hedge a little against losses in the future. 


Senator CARTER: That only applies to individual unions. I am talking about 
the labour force as a whole. 


Mr. ALLMAND: It is salaries and wages, and not just wages. That was the 
problem we had before. 


Mr. DopGcE: We can sometimes gain some ground and sometimes perforce we 
lose some ground. Over a long period of time, a certain constancy in the amount 
of the pie that we get asserts itself. 


Senator CARTER: But you have not been able to do it. Your answer applied to 
individuals, whereas my question applied to the labour force as a whole. 


Mr. DoncE: You say we have not been able to improve our share? 
Senator CARTER: Yes? 

Mr. DopcE: I do not think that is true. 

Senator CARTER: That is what the figure said—s0 per cent. 


Mr. DopGcE: You have to go a long way back to discover that and it depends 
upon the changing strength of the trade union movement to a great extent as to 
whether that strength grows or diminishes. I think we have succeeded in gaining 
considerable ground. 


Senator CARTER: Dr. Deutsch told us that one of the causes of inflation was 
that we endeavour to try to take out of the economy more than we put in; and 
you told us in your brief that, in the opinion of the congress, the economy now is 
on the down trend. Is it your opinion that our economy is now overloaded? 


Mr. IRVINE: I do not know what you mean by overloaded. 
Senator CARTER: That we are taking out more than the economy will bear. 


Mr. IrvINE: I think that is a highly simplistic way of stating the problem. I 
am surprised that Dr. Deutsch said it in that way, because it does not convey any 
meaning to me. 


Senator CARTER: I think that statement is in the report itself. 


Mr. IRVINE: As the economy begins to slow down, it is obvious that you have 
a smaller annual increase in national product to be shared; but that still leaves 
open the question of how it is to be distributed, even if the increase to be 
distributed has become smaller. 

It is our view that, under circumstances where the economy is slowing 
down, the distribution should be to the people on the lower ends of income scale 
rather than to others, because those on the lower end have a higher propensity to 
consume. They spend more out of every increase in income they get and that is 
what you want in periods of slow-down, so that consumer demand will be 
maintained. 


Co-Chairman Mr. BAsrorD: With the Canadian Labour Congress here, we 
could go on all day, because they are extremely interesting witnesses. 

Mr. Dodge, on behalf of the committee, I would like to express to you and to 
your colleagues, and to the congress in general, our thanks for your submission 
today, and for your submitting yourself to questions and answer and cross- 
examination. We are very grateful for your help this morning. 


Mr. DoncE: Thank you very much, Mr. Chairman and committee members, 
for the courtesies extended to us. It has been a very interesting session. We may — 
have picked up a few ideas ourselves here for future programs. 


The committee adjourned. 
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—Upon resuming at 3.00 p.m. 
Co-Chairman Mr. BAsForpD: The meeting will now come to order. 


Mrs. MAcINNIS: Mr. Chairman, I would like to raise a matter of some 
importance right now. I have spent the interval between this morning and now 
at the Consumer’s Protest Association. This association is comprised of women 
from all across Canada. They have now formed themselves into a Dominion-wide 
group. I restrained them from coming up immediately to make representa- 
tions—and they do want to be heard—by saying that I would ask if there could 
be a definite time provided to them. 

The president of the organization would like to know if they can have a 
time, because she has only managed to hold the group off by telling them that 
she would see to it that the Steering Committee was approached for a definite 
date. Before they adjourn this afternoon, she wants to be able to tell them when 
they can hope to get a hearing. Is it a possibility for the committee to give them a 
hearing some time soon. 


Co-Chairman Mr. Basrorp: When are they adjourning? 


Mrs. MacINNIs: They will be adjourning today. They will not come near 
here, however, providing they can get the promise that a date in J anuary, let us 
say, will be given to them so that they can come back and make their represen- 
tations. That is what the president needs to know. 

Reid Scott and some others were there last night, and the association has 
done all they were advised to do. They have not even come up here in small 
groups. I might say that they now have a proper organization formed, they have 
_a brief which they would like to present, and they would like to come before this 
committee in the regular way. What they want to know is when they can come 
before this committee. 


Co-Chairman Mr. Basrorp: I cannot give them a date right now off the top 
of my head. You will appreciate that. I think we have made it abundantly clear 
in the past through two statements, one that Senator Croll made and one that I 
made, that we wanted to hear the protest groups in the beginning of the year. 


Mrs. MacInnis: Could they be given some time late in January, or could you 
get it that close? 


Co-Chairman Senator CROLL: It would depend upon when we come back. 


Co-Chairman Mr. Basrorp: I think I am safe in saying late January, but it 
does depend on what the House is doing. 


Mrs. MacInnis: They have been told that. 


Co-Chairman Mr. Basrorp: Subject to that, and subject to the committee, 
or the sub committee thereof, leaving Ottawa—and there are several conditions 
to this—I think I can unequivocally say that we will make arrangements to hear 
them and that in all probability it will be towards the end of January. 


Mrs. MacInnis: That is close enough. It is just that they wanted to make 
arrangements to present their brief. Also, they have all been very anxious to 
come up, and she has only held them at bay by telling them to keep away and 
that she will try to get them before the committee within a reasonable compass 
of time. 


Mr. MANDZIUK: I think the chairman’s suggestion should be acceptable to the 
ladies. We are ready to meet them, but we just cannot set a date. If we can leave 
it through Mrs. MacInnis, that we will let them know in a week or two in 

advance, would they be happy? 
Mrs. MacInnis: No. If the co-chairman thinks, with all these other condi- 


tions in mind, that maybe late January would be a possibility, they would be a 
lot happier about that than thinking it might be March or April. 
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Co-Chairman Senator CROLL: I think they should write into the committee 
and ask for a time, depending upon when the House of Commons returns. The 
minute the House returns I am sure we will deal with it. So there is nothing to 
worry about. 

Mrs. MacInnis: Then I will just inform them of that. 

Mr. Scott: Would that be sufficient? I would hate to have them storm up 
Parliament Hill. 

Co-Chairman Senator CROLL: Let them storm; I am going to Toronto on the 
train this afternoon. 

Mrs. MacInnis: You would be surprised at how many people are involved. 


Co-Chairman Mr. Basrorp: I, as chairman, cannot give any more assurances 
than that. I think with all due respect that that position was made abundantly 
clear some time ago. All of the committee wanted to hear from the protest 
groups. I forget when I read a statement into the record. It was two or three 
weeks ago. I said that we wanted to hear them and that arrangements would be 
made and that we, as a committee, had problems of hearing certain people whom ~ 
we had decided in September to hear, but that we did not in any way want to — 
exclude them from being heard. 

There are a number of problems here concerning when the House is going to © 
sit, when some members of the committee will be having hearings other than in © 
Ottawa, and concerning the other work of the committee. 


Senator CARTER: Could we not just say that we will hear them from within © 
two weeks after the House resumes, or something like that. 
Co-Chairman Mr. Basrorp: It seems to me that what I said should be . 
sufficient. Quite obviously, we want to hear them and will hear them and it will © 
probably be at the end of January. 
Mrs. MacInnis: I think that is good enough. I will just go and tell them that — 
now, and they will stick by it. 
Co-Chairman Mr. Basrorp: This afternoon our witnesses are from the — 
Department of National Health and Welfare. They are Dr. R. A. Chapman, ~ 
Director General, Food and Drug Directorate, Mr. A. Hollett, Director, Bureau of — 
Operations, and Miss E. M. Ordway, Chief, Consumer Division. Dr. Chapman will 
proceed with a brief statement and then we shall have questions and answers. 

Dr. R. A. Chapman, Director General, Food and Drug Directorate, Department of — 
National Health and Welfare: Thank you very much, Mr. Chairman and 
members of the committee. I consider it a privilege to be asked to make a — 
statement to this committee. As Mr. Basford has indicated, I have not prepared a : 
brief, as such, but Iam very pleased to raise a number of points relating to the © 
Food and Drugs Act as they concern consumer interests. While the Food 
Drugs Act, which is administered by the Food and Drug Directorate, does not 
provide authority to regulate economic and marketing practices or the price of : 
foods, there are requirements, particularly in the regulations promulgated under 
the authority of the Food and Drugs Act, which may contribute to the cost of — 
food products. I believe that members of the committee might also be interested 
in several important aspects of this legislation which are not always recognized. 

The Food and Drugs Act is a consumers act intended to protect consumers — 
against hazards to health and fraud in the sale and use of foods, drugs, cosmetics q 
and medical devices. This has led some consumers to believe that every food, — 
drug, cosmetic or device on the market has been approved by the Directorate | 
and found to meet all requirements. This, of course, is not correct. It is the 
responsibility of the manufacturer to ensure that the product which he places on 
the market meets all the requirements of the Food and Drugs Act and Regula- 
tions. It is our responsibility in the Food and Drug Directorate to ensure, within 
the limits of our staff and facilities, that this is, in fact, the case. ; 
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I would like to go on and enumerate a number of the sections of the Act 
itself dealing specifically with foods. Section 4 of the Act states that— 


4. No person shall sell any article of food that 

(a) has in or upon it any poisonous or harmful substance; 

(b) is unfit for human consumption; 

(c) consists in whole or in part of any filthy, putrid, 
disgusting, rotten, decomposed or diseased animal or vegetable sub- 
stance; 

(d) is adultered; or 

(e) was manufactured, prepared, preserved, packaged or stored under 
unsanitary conditions. 


There is a further section that states: 

5. (1) No person shall label, package, treat, process, sell or advertise 
any food in a manner that is false, misleading or deceptive or is likely to 
create an erroneous impression regarding its character, value, quantity, 
composition, merit or safety. 


Then there is a further section, Section 7 that requires that— 


7. No person shall manufacture, prepare, preserve, package or store 
for sale any food under unsanitary conditions. 


This was a section added in the 1953 revision of the Food and Drugs Act. 


You will note that none of these sections or in fact any section of the Act 
provide authority to regulate the price of foods. 


Authority is also provided in the Act to make regulations dealing with foods, 
and section 24 states— 

. 24. (1) The Governor in Council may make regulations for carrying 
the purposes and provisions of this Act into effect, and, in particular, but 
not so as to restrict the generality of the foregoing, may make regula- 
tions— 


I won’t enumerate these in detail but he can declare any food is adulterated 
if any prescribed substance or class of substances is present therein as has been 
added thereto or extracted or omitted therefrom. He may make regulations 
respecting labelling and packaging of foods. 


Mr. Scott (Danforth): The Governor in Council may do this? 


Dr. CHAPMAN: Yes. These include the size, dimensions, fill and other 
specifications of packages of food, drugs, cosmetics and devices; the sale or the 
condition of sale of any food, drug, cosmetic or device; and the use of any sub- 
stance as an ingredient in any food, drug, cosmetic or device; to prevent the 
consumer or purchaser thereof from being deceived or misled as to its quantity, 
character, value, composition, merit or safety or to prevent injury to the health 
of the consumer or purchaser. 

Those words are very important because although we can make regulations 
relating to labelling and packaging, they must be related to the prevention of 
hazards to health, or fraud. 

There is a considerable list of other areas over which we have similar 
authority. 


Mr. Scott (Danforth): Can you file it on the record if you don’t want to 
read it in. 


Dr. CHAPMAN: This is Section 24, subsection 1 of the Food and Drugs Act. 
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Co-Chairman Mr. Basrorp: We can have your full statement appended to 
the record if that is agreeable. 


Dr. CHAPMAN: That is quite agreeable. Under the regulations which have 
been promulgated there are very definite requirements regarding labelling of 
foods. The general regulations to which there are certain exceptions read as 
follows, and to keep the record straight I shall give the numbers of these 
sections: 

B.01.003—no person shall sell a food unless a label has been applied 
to the food. 
B.01.004. The label applied to a food shall carry 


(a) on the main panel 
(i) the brand or trade name if any, 
(ii) the common name of the food, and 
(iii) in close proximity to the common name, a correct declaration of 
the net contents in terms of weight, volume or number in accord- 
ance with the usual practice in describing the food; 


(b) grouped together on any panel 
(i) a declaration by name of any Class I, Class 11] or Class si 
preservative in the food, 

(ii) a declaration of any food colour added to the food, 

(iii) a declaration of any artificial or imitation flavouring preparation 
added to a food other than a food listed in section B.01.026, 

(iv) in the case of a food consisting of more than one ingredient and 
complete list of the ingredients by their acceptable common 
names in descending order of their proportions, unless the quan- 
tity of each ingredient is stated in terms of percentage or propor- 
tionate composition, and . 

(v) any other statement required by these Regulations to be de- © 
for which no standard is prescribed in these Regulations, a 
clared: and 

(c) on any panel, the name and address of the manufacturer of the food. 


We have also specified how this information should be portrayed on the 
label. 
B.01.006. All information required by these Regulations to be carried 
on a label shall be 
(a) clearly and prominently displayed thereon, and 


(b) readily discernible to the purchaser or consumer under the customary 
conditions of purchase and use. 
B.01.007. For the purposes of paragraph (a) of section B.01.006, 


(a) acommon name consisting of more than one word shall be deemed to 
be clearly and prominently displayed on the main panel of the label if 
each word, other than articles, conjunctions or prepositions, is in 
identical type and identically displayed; 


This ts to prevent the playing down a word that might be considered detrimental — 
or playing up a word a food manufacturer might consider would enhance his 
product. And— 


(b) a declaration of net contents, including each numeral in any indicat- q 
ed fraction, on a package of food shall be deemed to be clearly and q 
prominently displayed thereon if it is in boldface type and not less 
than 
(i) one-sixteenth of an inch in height on packages the main panel of 

the label of which has an area of twenty square inches or less, 
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(ji) one-eighth of an inch in height on packages the main panel of the 
label of which has an area of more than twenty but not more 
than forty square inches, 

(iii) one-quarter of an inch in height on packages the main panel of 
the label of which has an area of more than forty but not more 
than one hundred square inches, and 

(iv) three-eighths of an inch in height on packages the main panel 
of the label of which has an area of more than one hundred 
Square inches. 


There are certain exceptions from the Regulations, and again I do not 
propose to go into detail at this point. Some of the exceptions to these general 
labelling regulations are the following: 

B.01.008. Notwithstanding subparagraph, (iii) of paragraph (a) of 

section B.01.004, a declaration of net contents is not required on 

(a) a package of food the weight of which, including the package, is less 
than two ounces; or 

(b) fluid dairy products in glass or plastic containers of one-half pint, one 
pint, one quart, one-half gallon, three-quart or one-gallon capacity. 


Mr. ALLMAND: Would it be possible for us to have these regulations deliv- 
ered to us within a short period of time, so we may better follow this? Can 
somebody be sent out and get them for us, say within ten minutes or so? Are 
they that voluminous? 


Co-Chairman Mr. BASrorD: They are right here. 
Mr. ALLMAND: Oh, I see, they are voluminous. 


Dr. CHAPMAN: This is the document, and this was the reason I had to select 
these areas for you in ordey that you would be able to pick them out, because it 
just would not be possible, I think, for a person not familiar with these to find 
the various sections. 


Mr. ALLMAND: I thought they were in more simplified form and that we 
could get them and follow you more easily. If we cannot do that, that is all right. 


Co-Chairman Mr. BAsrorD: However, could you supply these to any mem- 
ber who may ask for them? 


Dr. CHAPMAN: Yes. 
Mr. ALLMAND: I think I would like them. 
Dr. CHAPMAN: We certainly could and would be pleased to do so. 


I indicated there were certain exceptions. One of these is for the declaration 
of food colour, where it did not seem essential for these to be declared—such as 
confectionery, ice cream, icing sugar, sherbets, soft drinks, and products of this 
type. A list of ingredients is not required on the label of certain products 
_—hbakery products, confectionery, flavouring preparations, gelatine desserts 
and similar materials. 


I probably should emphasize that in general standardized foods—and we 
have established standards for approximately 280 to 290 foods—are not required 
to carry a list of ingredients, while unstandardized foods are required to declare 
the ingredients on the label. Examples of standardized foods are: milk, butter, 
ice cream, shortening, tomato catsup, apple juice, jam, bread, sausage and sugar. 
Examples of unstandardized foods are: margarine, certain dessert powders, 


soups, soft drinks and confectionery. 
25340—4 
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The only reference to packaging materials in the Food and Drug Regulations 
is in Section B.15.001, that requires that: 
B.15.001 No person shall sell any food in a container that may yield to 
its contents any substance that may be injurious to the health of a 
consumer of the food. 


Hence, as far as the Food and Drug Regulations are concerned, the food 
manufacturer is not restricted in any way to the choice of packaging materials, 
provided that no harmful substance migrates from it into the food. 


The only requirement in the Food and Drug Regulations regarding container 
sizes, where the actual size is specified, is to be found in Section B.08.073, which 
reads, in part, as follows: 

B.08.073 No person shall sell ice milk except in a container that is 
labelled as required by these Regulations and has a capacity of 
(a) less than 10 fluid ounces; 
(b) 1 pint; 
fe )srl quart; 
éd).noy pitts; 40x 
(e) 2 quarts. 


The purpose of this requirement was to ensure that ice milk would not be 
packed in bulk containers from which ice cream cones are dispensed, and 
thereby the purchaser of the ice cream cone might be misled. Furthermore, there 
were requirements under the Canada Dairy Products Act for standardized 
containers for ice cream, and therefore it seemed desirable that there should also 
be standard containers for ice milk. We felt in this case there was the definite 
ossibility of deception or fraud occurring and, therefore, we considered it was — 
within our authority to establish such regulations. 4 


With the increasing use of food chemicals, which are frequently referred to 
as food additives, in our food supply, food additive legislation was incorporated 
into the Food and Drug Regulations in 1964, where we indicate the definition of a 
food additive and the regulations that must be met before a food additive can be 
listed in the tables provided. A complete list of acceptable food additives is 
given. These food additive tables provide the name of the compound, the foods in 
which it is permitted, and the maximum level of use. For those who have the ~ 
regulations these are to be found in Section B10; 

I think there is one important aspect of the Food and Drug Regulations that 
I should emphasize, and that is the fact that the Food and Drugs Act has been ~ 
held to be criminal law legislation which, under section 91 of the British North 
America Act is a federal responsibility. 

The criminal law basis for the Food and Drugs Act is its purpose in 
protecting the public from injury to health or from fraud in the manufacture 
and sale of foods, drugs, cosmetics and medical devices. Regulations under the — 
act must therefore be related directly or indirectly to either of these objectives 
eee is, the prevention of fraud, or to protect the public from hazards to 

ealth. 


As criminal law, it applies equally in all parts of Canada and is, therefore, 
not subject to any requirement of interprovincial trade, as is the case in certain 
other federal statutes. “Zs 

There is a second possible basis on which a Food and Drugs Act could rest as q 
a federal statute. This would be the heading in Section 91 of the British North 
America Act “Regulation of Trade and Commerce.” It is under this heading that 
a number of the agricultural statutes rest. These statutes apply only in respect 
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of goods which are subject to the act when moving in interprovincial or inter- 
national trade. The coverage under such a statute is therefore less complete than 
would be the case of a criminal law statute which has application everywhere in 
the country. This, of course, is the situation in regard to the Food and Drugs Act. 
In some respects the criminal law enactment is more limited in scope in that it 
must be related to the prevention of fraud or injury to health, whereas an act 
under the heading “Regulation of Trade and Commerce” can be purely regulato- 
ry of those matters which are within its scope. To illustrate, there are limitations 
n the Food and Drugs Act in terms of regulating the precise size of containers or 
the size of type on labels. Such regulations would need to be related to the 
prevention of fraud and not only to administrative convenience or even to the 
consumers’ convenience. 

On balance, we have felt that the administration of the Food and Drugs Act 
has not been hampered by any restrictions imposed through it being a criminal 
law enactment and the fact that it has nation-wide application would, in our 
view, outweigh any possible advantage of an act that was purely regulatory in 
its purpose. 

The question has arisen as to whether the Food and Drugs Act could not be 
a combination of the criminal law and the regulation of trade and commerce. 
Our legal division, while recognizing the possibility of this device, have felt it to 
be unnecessary and, moreover, not as satisfactory as a single legal basis for the 
act. In other words, if the act rested on a dual foundation, its basis could be 
challenged and it would be necessary to argue on which authority a particular 
provision of the act was based. 


From the foregoing it is possible, in my opinion, to draw these conclusions: 

1. It is essential to maintain the Food and Drugs Act as criminal law 
in order that the act may apply to all foods, drugs, cosmetics and medical 
devices sold anywhere in Canada; 

2. The fact that the Food and Drugs Act is criminal law does limit the 
scope of the act to the protection of the public from injury to health or 
fraud; and 

3. It would be unwise to attempt to broaden the scope of the act to 
include the regulation of trade and commerce, since this would undoubt- 
edly weaken the capability of the present act to protect the consumer 
against hazards to health and deliberate attempts to mislead or deceive 
the consumer. 


Mr. Chairman, I should like to terminate my remarks at that point. 
Co-Chairman Mr. Basrorp: Thank you very much, Dr. Chapman. Mr. Scott? 


Mr. Scott (Danforth): I have a few questions, Dr. Chapman, upon which I 
am very anxious to hear you. I should like to explore with you the legislation, 
and ask what your view would be as to whether or not we have powers to 
regulate some of the things that have come before the committee, and if so, what 
the authority might be. You have told us that the Food and Drugs Act is criminal 
law in nature, and it creates great problems, I think. If we can handle all this 
multiplicity and confusion in respect of the sizing of things like toothpaste and 
detergents, have we any legislative authority to impose standard weights and 
measures? 
| Dr. CHAPMAN: Detergents, of course, do not come within the authority of the 
Food and Drugs Act. 


Mr. Scott (Danforth): Do they come within the authority of anything else? 


Dr. CHapmMan: Not to my knowledge. 
25340—43 
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Mr. Scort (Danforth): At the federal level there is no authority at all? 


Dr. CHAPMAN: This is my understanding. 
Mr. ALLMAND: Could the act be amended to cover them, in your opinion? 


Dr. CHapmMaNn: The Food and Drugs Act? 

Mr. Scott (Danforth): No, not the Food and Drugs Act. I think if you are 
going to keep the Food and Drugs Act criminal law in nature then you are stuck 
with fraud and its proof within the criminal code. Let us accept that for a 
moment. Are there any other regulations or laws in respect of which the 
committee, if it saw fit, could recommend legislation to wipe out this crazy 


pattern of weights and measures that are in our supermarkets? 

Dr. CHAPMAN: There is a Weights and Measures Act, and there is a Canada 
Agricultural Products Standards Act. Certainly this latter Act is considered to be 
an act regulating trade and commerce, but I would not be in a position to say 
whether or not that act could be amended to cover the sort of thing you suggest. 

Mr. Scott (Danforth): In your opinion, if these acts are deficient, have we 
the legislative right to pass such acts, or are you able to give us an opinion on 
that? 

Dr. CHAPMAN: No, I am not. My background is in chemistry and, therefore 
since this is really a legal opinion you are asking for, and I am not in a position 
to give an opinion. , 

Mr. Scort (Danforth): One of the complaints is with respect to these cents 
off deals. Do you know if we could prohibit them under these regulations? 


Dr. CHapMAN: Not under the Food and Drugs yaNel 

Mr. Scort (Danforth): Nor under any act with which you are familiar. 

Dr. CHapmaN: Again, this is a legal opinion you are asking of me, and, 
unfortunately, I am not in a position to answer you. . ) 

Mr. Scott (Danforth): What about things like— 

Co-Chairman Mr. Basrorp: Excuse me. You asked about cents off, Mr. 
Scott? 

Mr. Scott (Danforth): Yes. 

Co-Chairman Mr. BAsrorD: You would not consider those as fraud, would 
you? They might be misleading, but not fraud. 

Dr. CHAPMAN: We would not consider this to be a deliberate fraud that 
would come within the scope of the criminal law legislation. 

Mr. Scott (Danforth): Why is it not a fraud? It is a fraud, in my opinion. 
They are deliberately misleading the public, in my judgment. Why do you not 
feel that is a fraud within the meaning of the act? 

Dr. CHaPpMAN: Since the Food and Drugs Act is criminal law a person, of 
course, is considered innocent until proved guilty, and we have to have a very 
strong case before a court will convict a person of a criminal offence. This is a 
criminal offence, and if convicted a person then has a criminal record. I am sure 
that we would have great difficulty with respect to this, and I do not think that 


officers of the Department of Justice, based on former rulings, would conside 
this fraud under criminal law. 


Mr. SCOTT (Danforth): Have you been able to successfully prosecute any 0! 
the executives or directors of a limited company under this provision? 


Dr. CHAPMAN: Under— 
Mr. Scort (Danforth): That is, using your fraud provisions? 
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Dr. CHAPMAN: Yes, we have. I might say that in many, many instances we 
have been able to persuade companies, by using an educational approach, to 
change the labelling and packaging of their products, but we have taken action 
under section 5(1) of the Act. We have been successful in one case involving 
plastic bags completely covered with red lines that were used to package car- 
rots. 


Mr. Scott (Danforth): To package what? 
Dr. CHAPMAN: Carrots. 
Mr. Scott (Danforth): Oh, yes. 


Dr. CHAPMAN: This obviously gave a false impression of the quality of the 
product. This was upheld in court. 

Another case involved a package of chocolate milk buds. The package was 
considered to be slack filled. We took this firm to court and we were successful. I 
have that particular package with me. I think you would agree that this was 
quite deliberate. It is just a small package which contained mild buds. The 
deception was in the ends. There is a double flap, and when you put this 
into the package it curls around and cuts off about that much of the package. It 
has this flap at both ends. The result is that the package is actually about that 
size (indicating). We found that the package was only about 50 per cent filled. 


Mr. Scott (Danforth): Could we regulate in the field of the amount of 
quantity in boxes with respect to goods, and that sort of thing? 


Dr. CHAPMAN: We consider that there has been only one situation where this 
was warranted up to the present time, and this was in the case of ice milk where 
we felt we had to specify the size of the package, otherwise there would be 
definitely fraud involved. This is the only case. 


Mrs. MacInnis: I have another example here, if I may bring it up now. This 
came from a woman who sent me two Dad’s Cookies which she had purchased a 
week apart. She was afraid they might get broken so she sent me also tracing to 
prove her point. Obviously these cookies are of different sizes. They are packed a 
dozen to a package. They are not sold by weight. The Dad’s Cookies people 
themselves said that they are not sold by weight. What is concerning me is that 
here is a sealed package in which there is a dozen cookies, but the purchaser 
cannot see what the cookies look like, and there is this much difference in the 
sizes. They are not sold by weight, and you cannot see what you are getting. 
First, is that an honest situation? 


Dr. CHAPMAN: No. We have been concerned about this too, and we have 
actually established a policy. I would like to ask Mr. Hollett to explain exactly 
what that policy is. 


Mr. Andrew Hollett, Director, Bureau of Operations, Food and Drug Directorate, 
Department of National Health and Welfare: This particular instance has been 
brought to our attention—not recently, but some years ago. There can be an 
argument put forth concerning the packaging, that in the interests of en- 
_ suring that the cookies are not broken there is a great deal of inside packaging 
necessary. Now, we are not quite satisfied that this type of package does give the 
consumer the information that he or she requires. With this in mind we advised 
the cookie industry or the bakery industry some months ago that we would 
require the weight on a package of cookies. 


Up to that time the regulations had read, “Weight, number or 
volume,” as is the usual practice. For years some manufacturers have been using 
Weight or number for cookies. The trend has been toward a declaration by 
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weight, which you will agree is more meaningful and more informative. Now we 
have been requesting manufacturers to give the declaration of net contents by 
weight rather than by number. Within a very limited time we shall take the 
stand that the usual practice is by weight and not by number, and I am sure that 
in due course we will correct this situation. 


Mrs. MacInnis: You are taking a number of steps to correct it? 
Mr. HOLLETT: Right. 
Dr, CHapMaAN: And this applies to the manufacture of biscuits as well. 


Mr. Scorr (Danforth): Take the case of liquor and wines and the tremen- 
dous variation in alcoholic content. Have we no authority to compel the manu- 
facturers to label the ingredients? Surely the customer should be enabled to 
know what the ingredients are? 


Dr. CHAPMAN: These products are practically all standardized products. The 
alcoholic content is set. They must meet a certain minimum requirement, and 
therefore the consumer has not actually been misled. 


Mr. Scott (Danforth): But certainly he does not know what is in them. 


Dr. CHAPMAN: Well, do you think it would be helpful to have all the rye 
whiskies labelled with the same amount of alcohol? Because they are almost 
identical. 


Mr. Scott (Danforth): They vary considerably. 
Dr. CHAPMAN: For all practical purposes they are the same. 


Mr. Scott (Danforth): Before we pass on to something else, you were telling 
us about section 24(1), where the Governor in Council can make recommenda- 
tions regarding packaging, ingredients etc., to prevent the public from being 
deceived or misled. 


Dr. CHAPMAN: Yes. 


Mr. Scott (Danforth): Do you mean the Governor in Council now has 
authority to do all this? 


Dr. CHAPMAN: Yes. 


Mr. Scott (Danforth): Why could they not add that to that section a 
provision to deal with the type of things we have been complaining about here in 
this committee? 


Dr. CHAPMAN: The heading of that section reads, ““The Governor in Council 
may make regulations for carrying the purposes and provisions of this act into 
effect.” Now, this is considered to be criminal law legislation and therefore it is 
only in the area of deliberate fraud and hazard to health in which the Governor 
in Council can make these regulations. 


Mr. Scott (Danforth): So from what you have told us there is no effective 


peviption now on the books to permit us to do the type of things we may want 
to do? 


Dr. CHAPMAN: Well, I am not sure just exactly what you had in mind. I © 
you are referring to legislation which would prohibit the use of statements such 
as “cents off,” I would say no, this cannot be done under the Food and Drugs Act. 


Mr. Scott (Danforth): I am speaking aboout other things, like standardiza 
tion of amounts, for instance, of things like detergent, tooth paste, so that they 


i packaged in meaningful sizes so that the consumer can know what she is 
uying. 
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Dr. CHAPMAN: No, it is not considered that we have such authority under 
the Food and Drugs Act. 


Mr. Scott (Danforth): For example, we cannot compel clear markings, so 
that you can go into a store and buy Vel detergent and know what you are 
getting without being blind. 

Dr. CHAPMAN: That does not come within the scope of the Food and Drugs 
Act. We do have requirements in relation to foods, and I think these regulations 
are as good as regulations anywhere in the world. The requirement of the net 
contents shall be in close proximity to the common name. In this particular 
package I am holding in my hand, which reads, net weight eight ounces, 
certainly there is no difficulty in seeing the net contents. Then this Dream Whip 
is two ounces. Under customary use I think you could see this without any 
difficulty. 

Mr. Scott (Danforth): For any one of those products, could we pass laws to 
have them in packages of eight, 16, 24 and 32 ounces? 


Dr, CHAPMAN: Not unless it could be shown that unless they are packaged in 
those sizes this would deceive the consumer, and I do not believe that this could 
be done under the Food and Drugs Act. 


Mr. Scott (Danforth): So we are powerless at the moment to get into those 
areas? 


Dr. CHAPMAN: Into those areas under the Food and Drugs Act, yes. However, 
this is only my opinion, Mr. Chairman. 

Mr. O’KEEFE: My question is in connection with items injurious or hazard- 
ous to health. As you know, better than I do, there are thousands, and perhaps 
hundreds of thousands of people in Canada suffering from allergies, and I believe 
a common one is from milk. There are food items in packages which do not 
include a list of the ingredients on the package. Can this be done? Surely any 
manufacturer who can put items in a package can be compelled to put a list of 
the ingredients on the package? 


Dr. CHAPMAN: Yes, we believe this could be done, and as I have assured you 
before we have this matter under consideration. 


Mr. O’KEEFE: No action has been taken. Perhaps I am wrong in saying there 
has been no action taken. 


Dr. CHAPMAN: Well, I have met with the executive of Allergy Information 
and have discussed the problem in detail with them. I have had a number of 
letters from them. We have been corresponding for the past two or three months. 
We have had conversations and discussions with other government departments, 
because in this area both the Department of Agriculture and the Department of 
Fisheries are concerned. I can assure you that we do recognize this as a problem 
and we are trying to do something about it. However, I should also point out that 
even the specialists in this field are undecided as to exactly what is the best 
method of listing the ingredients of foods in order that persons suffering from 

the food allergy can avoid any foods which might be disastrous for them. 


Mr. O’KEEFE: Surely there can be no confusion about the fact that a list of 
the ingredients ought to be stated. That seems to be very simple in the case of 
One allergy, and I am sure there are thousands of them. Why cannot milk be 
listed as to ingredients in all the packages? 


Dr. CHAPMAN: We would have the authority, I believe, to do this, but just to 
require a declaration of dairy products, for example and to ignore other areas 
where allergies are equally important, is another thing. 


| Mr. O’KEEFE: But you must agree that there has to be a beginning, and there 
has been no beginning, to my knowledge. 
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Dr. CHAPMAN: We feel the beginning should be made, for example, by 
cutting down on the list of foods for which there are exemptions now provided in 
the food and drug regulations. Soups, I believe, are such a type of product, 
bakery products another. We have been working with the baking industry, and 
approximately 50 per cent of bakery products now contain a complete list of 
ingredients, although this is not required. We have been looking into the ques- 
tion of the soups to see if a similar list of ingredients could not be used there. 

We have to be very careful, however, in examining such list of ingredients 
that we make sure these are declared in such a way that they are meaningful to 
the person suffering from the food allergy. For instance, if you simply refer to a 
filler in meat products, these fillers can be made from cereal grains or from a 
dairy product, and therefore it would be absolutely essential that you declared 
not only the ingredients of the meat product, listing one of the ingredients as a 
filler, but also to name the ingredients in the filler. 


Mr. O’KEEFE: I see the problem, sir. What about the area of cosmetics? That 
is a pretty wide area. 


Dr. CHAPMAN: It certainly is. 


Mr. O’KEEFE: Have you examined anything in connection with cosmetics as 
to things that are absolutely injurious if not hazardous to health? 


Dr. CHAPMAN: We certainly do examine cosmetics. We have taken action in ~ 
a number of cases and we require warning statements for a number of the ~ 


ingredients. We do find that, out of thousands of people, there is one individual 


a 


who is sensitive to a particular chemical in a cosmetic. I do not know how you — 


could avoid this sort of situation. It may be a chemical that is present even in the 
perfume, and this perfume may be made up of 20 or 30 chemical compounds. 


Mr. O’KEEFE: Do you give the person a list of cosmetics that he or she 


should avoid? Surely that should be listed on the container. 


Dr. CHAPMAN: The person would have to know which of those particular 
ingredients he was sensitive to, before this would do any good. 


Mr. O’KEEFE: When they know? 


Dr. CHAPMAN: Cosmetics would present a terrific problem because they 
contain so many different chemical substances and to list these by their chemical 
names—lI do not know whether this would solve the problem or not. 


Mr. O’KEEFE: Anyway, the problem is being considered carefully. I will not 
press it any further. 


Dr. CHAPMAN: We are watching for these all the time and whenever we get 
a report of an allergic reaction to a chemical it is very carefully investigated. 


Mr. O’KEEFE: Thank you, doctor. 
Mr. ALLMAND: Dr. Chapman, you said that the Food and Drugs Act had been | 


tested constitutionally and had been found intra vires the federal Government as — 


being a statute which was considered as criminal law. 
Dr. CHAPMAN: I do not think I said that. 
Mr. ALLMAND: What I mean is, you certainly implied it. 
Dr. CHAPMAN: Yes, I implied it. 
Mr. ALLMAND: Is there a decision on the Food and Drugs Act? 
Dr. CHAPMAN: Yes. 4 
Mr. ALLMAND: Do you know what it is? If not, I will look it up. i. 
Dr. CHAPMAN: I cannot tell you exactly, but it was in British Columbia a 


i’? 


number of years ago. : 
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Mr. ALLMAND: You say that under the Food and Drugs Act you cannot make 
regulations with respect to detergents. Can you make regulations with respect to 
fabrics? 


Dr. CHAPMAN: No. It deals with food, drugs, cosmetics and medical devices 
only. 


Mr. ALLMAND: When you say you cannot make regulations with respect to 
these other things, I think it is because the act specifically in Section 3 says 
“Food, drug, cosmetic or device.” I as a lawyer cannot see any reason why this 
act could not be amended to include detergents, toothpaste, cereal and so forth so 
that the same coverage that you had in section 5 with respect to fraudulent and 
misleading and deceptive advertising, could apply to these. For instance, you sell 
a package of chocolate and you said you had a conviction on that, because there 
was a space left at either end? 


Dr. CHAPMAN: Yes. 


Mr. ALLMAND: If you could have a regulation under the Food and Drugs Act 
that would prevent fraud in packaging of chocolates I cannot see why this act 
cannot be amended, still under the criminal law, under some principles to 
include detergents, fabrics and so forth. Do you know if any legal opinion has 
been given on this? 

Dr. CHAPMAN: No. 


Mr. ALLMAND: On the second page of your brief, you say “Advertising any 
food, drug, cosmetic, device” and I do not see why you could not say “detergents, 
cereals” and then also list a number of other products to be added to the four you 
already have. Have you ever asked for legal opinions? 


Dr. CHAPMAN: No, we have not, not to my knowledge. 


Mr. ALLMAND: I would intend to ask for one, because I think it can be 
amended to include these things. Would you say this is criminal law or is 
considered as criminal law? Does this mean that in taking an action under this 
act you have to prove ‘“‘beyond reasonable doubt” that the defendant has violated 
the sections of this code; or do you have just to make the “preponderance of 
proof” as against other actions? 

Dr. CHAPMAN: I think, sir, you would be in a much better position to 
comment on that question. 


Mr. ALLMAND: I know that under the Criminal Code you have to prove 
“beyond reasonable doubt’’. Does the Canada Evidence Act apply to this? 


Dr. CHAPMAN: My opinion is that this legislation is similar to the Criminal 
Code. 


Co-Chairman Mr. BAsrorp: And the same things would apply, I would 
think. 


Mr. ALLMAND: I would think so. What is the name of the section in the Food 
and Drug Department? 


Dr. CHAPMAN: The Department of National Health and Welfare, Food and 
Drug Directorate. 


Mr. ALLMAND: Do you have a sub-branch which receives complaints from 
consumers with respect to the provisions of this act? In other words, if the lady 
who wrote to Mrs. MacInnis wished to complain about these cookies she bought, 
where she thought there was deceptive advertising, where she could write to or 
whom could she contact? 


Dr. CHAPMAN: She could write to any one of our five regional headquarters 
across Canada, to any of our 24 district offices, or to our headquarters here in 
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Ottawa. We have a Consumers Division which has been set up just for this 
purpose, to obtain information from consumers as to complaints that they may 
have or gaps in our legislation. 

Mr. ALLMAND: When they complain, does somebody in your department 
investigate and if enough evidence is there, do they lay a complaint? Do they 
investigate for the complainant and lay the complaint, or does the complainant 
herself have to lay the complaint? 


Dr. CHAPMAN: We investigate. If we find there has been any violation of the 
Food and Drug Act we take the necessary action. 

Mr. ALLMAND: About how many complaints would you have in a year? Have 
you any idea? 


Dr. CHAPMAN: Miss E. M. Ordway, who is head of our Consumer Division, is 
in the audience and I might ask her to speak on that. I might explain that Miss 
Ordway’s division, the Consumers’ Division, is a staff group advising me on all 
matters relating to consumers. The actual answering of complaints, the letters 
and the investigation, is carried out in our Bureau of Operations where they 
have the inspectors who can carry out this investigation. I think, Miss Ordway, 
you might give us an indication of the number of complaints received. 


Mr. ALLMAND: The average per year. 


Miss Ellen M. Ordway, Chief Consumer Division, Department of National Health 
and Welfare: The last report that we did in the consumer division showed there 
were 1,700 complaints. 


Mr. ALLMAND: Per year, or the total to date? 
Miss Orpway: For the year. 


Mr. ALLMAND: About how many legal actions would result from that 1,700 
complaints? 


Miss ORpway: I am sorry, sir, I cannot answer that without the report in 
front of me. 


Mr. ALLMAND: Approximately, a general idea? 


Dr. CHAPMAN: I can tell you that the total number of prosecutions which 
were completed in 1965 was 100. 


Mr, ALLMAND: How many do you have on the staff of the consumer division, 
Miss Ordway? 


Miss ORpWay: We have twelve. 

Mr. ALLMAND: Do you feel that is enough people to handle all these 
complaints that you get? 

Miss OrnDWAY: No, it would never be enough. 

Mr. ALLMAND: How many offices do you have across Canada? 


Miss OrnDwWay: We do no not have offices across Canada. We have a consumer 
consultant in three of our regions—one in Toronto, one in Vancouver, one in 
Halifax. That is, a person who is attached to the regional establishment. 


Mr. ALLMaAND: Don’t you think that if this bureau were to do a proper job 
for the consumer, there should be offices in many major centres across Canada, 
many more than there are now? 


Miss Orpway: I think our Director-General could answer this. I am not in a 
position to do so. 
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Dr. CHAPMAN: We have regional headquarters that can handle those com- 
plaints in Halifax, Montreal, Toronto, Winnipeg and Vancouver. Then we have, 
in addition to these, 24 district offices in major cities. Any of those can handle 
the consumer complaints and consumers are encouraged to contact these offices. 


Mr. ALLMAND: How are they encouraged? I have never seen any advertise- 
ments or anything like that. 


Mr. Scott (Danforth): This has all been a big, dark secret. This is the first 
time we have heard of it. Do you not advertise to tell the country that you can 
help them. Do you not say: “Here we come, and we want to help you.”? 


Mr. ALLMAND: How do you let them know how they are to bring forward ' 
complaints about deceptions in the advertising of food, drugs, cosmetics, et 
cetera? 


Miss ORDWAY: We have a booklet called “The Consumer’s Handbook’. In 
this booklet we have devoted a section to consumer complaints, encouraging the 
consumer to come to us with problems pertaining to food, drugs, cosmetics; how 
to register their complaint; and the procedure that she should go through. This 
has been distributed fairly widely, though not extensively throughout Canada 
because our budget is limited. We have also printed other publications telling the 
consumer that we have a section, and this is the purpose of our consumer 
division. 

Mr. SALTZMAN: I have a supplementary question, Mr. Chairman. 


Co-Chairman Mr. Basrorp: Perhaps Mr. Allmand could finish his question 
first. 


Mr. SALTZMAN: This is directly related to his question. In view of the many 
millions of dollars being spent on advertising in Canada, how much money has 
your department spent on informing the consumer directly? 


Miss Orpway: About $18,000. 

Mr. SALTZMAN: About $18,000 is your total budget for advertising? 
Miss OrDway: For publications, yes. 

Mr. SALTZMAN: Do you do any other advertising besides publications? 


Miss Orpway: I have speaking engagements and I attend meetings. I travel 
a great deal across Canada. 


Mr. SALTZMAN: This is the total amount of money that is allocated to that 
particular function? 


Miss ORDWAY: That is my total. 


Dr. CHAPMAN: This was the amount allocated during this fiscal year. It 
might help the committee members, if I indicate just briefly the functions and 
responsiblities of our consumer division. The function of the consumer division 
is to plan, organize and direct a programme of consumer education to help 
_ achieve the full objectives of the Food and Drugs Act. It is to plan, organize and 
direct a programme to ensure a flow of information from consumers through 
consumer surveys and contacts with consumer groups to the Directorate. It is to 
determine consumer needs and gaps in consumer protection and to recommend 
necessary action, and so on. 


Mr. ALLMAND: Further on this line, when witnesses from the Department of 
Agriculture were here, they told us that they also had a consumer division. I was 
going to ask you if you found that there was any overlapping or confusion 
resulting from the fact that the Department of Agiculture had certain jurisdic- 
tion in the regulation of foods through grading, canning and so forth, and that 
you have certain jurisdiction and that the Department of Fisheries has and the 
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Registrar General has. Do you find that you have much contact with these other 
consumer divisions? For example, the one in Agriculture. Do you find this 
division between departments disruptive? 


Dr. CHapman: No. I would certainly say that there is no problem. There are 
two areas here. First of all, there is the area of shared responsibility— 


Mr. ALLMAND: With the Department of Agriculture. 


Dr. CHAPMAN: With the Department of Agriculture and the Department of 
Fisheries over various food products, meat products, dairy products and fish 
products. We work very closely with these departments. I do not think that there 
is any problem. 

Obviously, in a meat packing plant, where the Department of Agriculture 
has a resident inspector, we consider that plant properly inspected and, there- 
fore, do not devote our inspector’s time to that particular plant. 

In regard to the consumer division, I think the emphasis is rather different 
from these other departments. It would appear to me that one of the activities at 
least of the consumer division in the Department of Agriculture or the Depart- 
ment of Fisheries is to promote the sale of the agricultural products or fishery _ 
products to the consumer. In the Food and Drug Directorate, of course, we have 
nothing to promote. We are concerned with protecting the consumer from the 
possibility of hazard to health or fraud. 


RP mee 


Mr. ALLMAND: The people from the Department of Agriculture told us that 
they also try to make sure that there is enough peach in the can with respect to © 
juice, and they grade products according to fancy and choice quality and so on, 
so that they, too, are actually trying to do something to protect the consumer. 


Dr. CHAPMAN: Yes, this is quite correct. This would not be in the consumer 
division, but it would be in the division responsible for the grading of canned ~ 
fruits and vegetables. ; 


Miss Ornpway: I think it is right to say that there is some confusion in the 
minds of the consumers regarding this overlapping jurisdiction. 


Mr. ALLMAND: I would certainly say so. 
Miss Onpway: I often get requests regarding marketing. 
Mr. ALLMAND: Do you refer them to the other side? 


Miss Ornpway: Yes. I also get letters regarding grades. The other depart- 
ments get letters and requests also, but they do not get as many as we do. 


Mr. ALLMAND: I have just one final question. As a sufferer from allergies, Ig 
have a long list to keep my eye on at all times. There are more things involved 
than just food. For instance, I am allergic to certain fabrics. There are many — 
synthetic fabrics on the market today, and it is necessary to know what products 
are contained in a particular fabric in order to know if you can put it next to. 
your skin. This is true not only of fabrics but of such articles as pillows, for 
example. There are many types of articles that have allergenic substances in 
them. I know that you cannot handle them now, because you are not allowed to 
handle things that are not foods, drugs and cosmetics, but I think you should be 
able to and you should be able to do what Mr. O’Keefe suggested with respect to 
cosmetics. ; 

I am allergic to orris root, which is the basic substance in cosmetics. — 
Whenever I have a date with a girl who wears orris root in her cosmetics, I have — 
to ask her to take it off, if I am going to dance cheek to cheek. a 


Co-Chairman Mr. BAsrorp: Take what off? 


Mr. ALLMAND: And I would have to supply her with a non-allergi¢c 
cosmetic for the evening. : 
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Mr. Scott: (Danforth): Otherwise you might end up with a striptease. 


Mr. ALLMAND: It is extremely important to have the names of allergenic 
substances, such as orris root, written on the package so that the consumer 
knows what he is getting. 


Co-Chairman Mr. Basrorp: The committee might like to know that Mr. 
Allmand solved some of his problems early in September: He got married. 


Mr. ALLMAND: Do you not think you could do something about this right 
now? Could these things not be written on the packages? 


Dr. CHAPMAN: Yes, I believe we could, if we can demonstrate that there is a 
hazard to health involved in this area. However, the difficulty is to know just 
how to do it. We have been working with specialists in this field and even they 
cannot tell us what is the best procedure to follow. I have also indicated that 
other government departments are involved. Of course, we want to make cer- 
tain, when we do move into this area and do require changes in these labels, that 
we are taking the action that will be most informative, so that we will not have 
to make further changes a year later. 

It is estimated that there are 200,000 food labels on the market in Canada 
for which we have responsibility at the present time. 


Mr. ALLMAND: That is all for now, Mr. Chairman. I would like to be put on 
to the list again please. 


Mr. McCutTcHEon: Mr. Chairman, may I ask a supplemental? I wanted Mr. 
Allmand to finish his line of questions first, but this is in connection with the 
$18,000 per year budget. What is that for? 


Miss OrDWay: It is for the publication of all booklets that we produce in the 
consumer division. It is for the printing of them, the graphical descriptions and 
whatever else is involved in producing them. 


Mr. McCutcHEon: I do not like to appear smart or anything of that nature, 
but with a budget like that are you even listed in the telephone book? 


Miss OrpWay: No, not in the Bell telephone book. We are listed in the 
government telephone book. 


Mr. McCuTcHEon: Well, that is a great help to the consumer, isn’t it? 
Miss Orpway: Yes, I agree. 


Mr. ScoTrT (Danforth): It is one/two thousandths of a cent per person per 
year. 


Mr. McCutTcHEon: That was my supplementary, Mr. Chairman. I think this 
is terrible. 


Co-Chairman Mr. Basrorp: I think we must recall that it is Parliament 
which votes the money. 


Senator CARTER: Mr. Chairman, most of my questions have been answered 
now. Dr. Chapman, you mentioned a number of actions that had been taken by 
your department. How were these actions initiated? Did you discover the com- 
plaints yourself or were all of these brought to your attention by consumers? Do 
you have any policing force or any means of policing the products yourself, apart 
from what information you get from consumers? 


Dr. CHAPMAN: Oh, yes, definitely. In our Bureau of Operations, of which Mr. 
Hollett is the Director, we have at present an inspection force of approximately 
162 inspectors, who are stationed right across Canada. These inspectors are 
continually picking up samples which are examined in our laboratories. Some of 
our actions result from consumer complaints, and some of our investigations are 

initiated because competitors draw products to our attention. Sometimes they 
feel that certain products are not meeting the reauirements of the Food and 
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Drugs Act or regulations. I think, however, the majority would actually be 
based on our own findings from samples which have been picked up by our 
inspectors and examined in our laboratories. 

Senator CaRTER: That would be true for the majority of the cases you 
mentioned? 


Dr. CHAPMAN: Yes. 
Senator CARTER: They were the result of the initiative of your own staff 
rather than the result of information obtained from consumers. 


Dr. CHAPMAN: Yes. 

Senator CARTER: Do you have much contact with the other departments that 
are interested in the same fields, for example the Department of Agriculture and 
the Department of Fisheries? 

Dr. CHAPMAN: We have very close contact. As a matter of fact, at least one 
of our officers visits the Department of Agriculture practically every day. I 
believe that is true, is it not, Mr. Hollett. 

Mr. Houuett: At least two or three times a week. They carry out a review of 
the labels to ensure that the requirements of both departments are met. 

Senator CARTER: Toothpaste is not a food, but I gather it comes under the 
Food and Drugs Act. 

Dr. CHAPMAN: Yes. 


Senator CARTER: One of the companies that appeared before this committee 
has a toothpaste which uses the compound stannous fluoride. This compound is 
supposed to have a property which prevents cavities. Has your department or 


institution investigated that? 
Dr. CHAPMAN: Yes, we certainly have. 
Senator CARTER: Did you find it correct? 


Dr. CHapmMaNn: Yes. If a toothpaste is advertised simply as a toothpaste 
without any drug claims, we consider it a cosmetic. If it is advertised in such a 
way that drug claims are made for it, then all requirements relating to drugs 
must be met before the product is placed on the market. 


Senator CARTER: Because it is supposed to act as a drug? 


 ————— 


Dr. CHAPMAN: Yes. 

Senator CARTER: And you have made investigations of this particular tooth- © 
paste? 

Dr. CHAPMAN: Yes, we certainly have. 

Senator CARTER: Now coming to beer—is beer a food under the Food and — 
Drugs Act? . 

Dr. CHAPMAN: Yes. 

Senator CARTER: You will remember that some time ago a number of people q 


died who had been heavy beer drinkers. I think after a long investigation it was © 
practically certain that the deaths had been caused by cobalt. j 
j Dr. CHAPMAN: I could not agree with that statement. I do not think there ig 
evidence on which to base the statement that cobalt was the cause of death, at 
least not to my knowledge. - 
Senator CARTER: I seem to recall an article where the evidence certainly 
pointed in the direction of cobalt. This happened in different places in the United 
States and at different times, and in each case the one common factor was cobalt. 
Co-Chairman Mr. Basrorp: I think you are referring to the same thing - 
saw in a paper presented to a medical association convention. : 
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Dr. CHAPMAN: By Dr. Morin, head of the Cardiology Institute of Laval 
University. This was a press report, and I believe the press reports did indicate 
that cobalt might very well be the factor that was responsible for these deaths, 
but Dr. Morin, as far as I am aware, and he has visited the laboratory of the 
Food and Drugs Directorate recently, does not have any evidence to that effect. 
He suggested there is circumstantial evidence. However, cobalt has been used in 
beer in Europe since 1958 and we have no reports of similar cases. It was used in 
the United States for a year earlier than it was allowed in Canada and we have 
had reports from only one area. It was used right across the country in Canada in 
a number of different brands of beer and again we find that there was only one 
area where this particular heart condition occurred. There are many factors in 
this situation still unanswered. 


Senator CARTER: Is cobalt still an ingredient in beer? 
Dr. CHAPMAN: No, it is not. 
Senator CARTER: Is that because of action by your Department? 


Dr. CHAPMAN: Yes, that is correct. I might just explain that statement. 
Immediately after the reports of the deaths of heavy beer drinkers in Quebec 
City, Canadian breweries with one exception stopped using cobalt. Under the 
circumstances and because there was at least some circumstantial evidence that 
cobalt might be involved, we deleted cobaltous salts from the standards for beer 
in July. I cannot give the exact date, but it was in the month of J uly. 


Senator CARTER: Would you have authority or did you have authority when 
cobalt was used to insist that it be listed on the label? 


Dr. CHAPMAN: Well, beer is a standardized product and as such there is no 
requirement to list the ingredients on the label. Now if we had felt that this was 
an ingredient that should be listed in order to inform the consumer, I believe we 
would have had the authority to do so. However, there appeared to be no reason 
whatever for doing so. 


Senator CARTER: Now it is prohibited? 
Dr. CHAPMAN: Yes, it is now prohibited. 


Co-Chairman Mr. Basrorp: Whether it is listed or not they would have to 
get your permission to use it? 


Dr. CHAPMAN: Yes, of course. Whether it is listed on the label or not, it 
would have to appear in the standard for beer and would have to go through the 
requirements for food additives which are quite exacting. 


Senator CARTER: Have you any knowledge of what happened in another 
country? In the United States, for example, has it been prohibited too? 


Dr. CHAPMAN: Yes, they revoked the order permitting its use sometime in 
August in the United States. I might say that there 1.5 parts per million were 
permitted and in Canada only 1.2 parts per million were permitted. 


Co-Chairman Mr. BASForD: Mrs. MacInnis. 


Mrs. MacInnis: I want to ask Miss Ordway about complaints from the 
consumer. Could you give us a rough breakdown of the type of complaints you 
get, and their percentages? 


Miss OrpWay: Well, first I must explain I have not done this report for a 
year. The reports were taken out of the Consumer Division and put into the 
Bureau of Operations. The last report I made, if I recall correctly, contained 
quite a few complaints about dairy products, there were complaints about filth in 
wheat products and in soft drinks. 


Mr. MacINNIs: What sort of complaints? I am not referring so much to the 
products as to the complaints. 
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Miss Orpway: Filth in certain products, weight not clearly defined. I have 
not had the responsibility of this recently. My last report was 1700. That is the 
last report I submitted. 


Mrs. MacInnis: Have you had many complaints about soap and detergents. I 
know they don’t come under your jurisdiction, but have you had complaints? 


Miss ORDWAY: Yes. 


Mrs. MacInnis: A good many. Are there areas of household products not 
covered by any legislation, about which you had complaints? 


Miss ORDWAY: Cost—the cost of products. 

Mrs. MAcINNIS: Which products? 

Miss Orpway: Drugs. 

Mrs. MacInnis: But they are under your jurisdiction. 


Miss Orpway: No, not the cost. That is not under our jurisdiction. But we 
get all kinds of complaints. Today, for example, I had an inquiry about a man 
who had a leak in his roof. He had signed a contract and he wanted to know 
where he could go. I have him some advice and I told him it didn’t come under 
our jurisdiction, but I was willing to help him. We get these all the time. We also © 
get complaints about clothes. 


Mrs. MacINNIs: What I am trying to get at is whether you can say from your 
complaints if there are other areas which you do not cover that are not covered 
by Fisheries or Agriculture either. Are there complaints that are not covered by 
any legislation? 

Dr. CHAPMAN: Well perhaps Mr. Hollett could answer this. 

Mr. HoLuett: Undoubtedly there are. 

Mrs. MacInnis: What would they be? 


Mr. HoLLetT: Well, complaints about detergents or soap flakes. I do not 
know of any department handling that legislation. I would say that a fair @ 
number of complaints concern those. Complaints may center on anything; they 
run the whole gamut from the size of clothing to the quality of clothing, the size — 
of shoes, reactions from foods, unsanitary conditions of foods, the finding of flies, 
filth or insects in foods, discoloration of foods and sizes of packages. 


Mrs. MacInnis: Has your department considered doing away with these size q 
designations such as “Jumbo” and “Giant” and “Family’—has your department _ 
considered that? 


Dr. CHapmaN: No, we have not. Again I do not beheve they would come 
under our jurisdiction. We would have to prove in a court of law that this was a 
deliberate attempt to deceive the consumer. . 


Mrs. MacInnis: Would that also apply to packages of food products which — 
say so many servings? Would you have jurisdiction to require that the size Olan 
serving be listed either in weight or volume? 


Dr. CHAPMAN: I would think this would be questionable. This particular — 
package that I have in my hands says, “Two pack. Three to four servings each. : 
Net weight eight ounces.” q 

We require a correct declaration of net contents, and the correct declaration — 
of net contents is certainly there. I would doubt very much if we could insist that 


the manufacturer also put on there exactly what he means by three to four 
servings. a 


Mrs. MacInnis: There are a lot of women who consider that is fraud because 
the size of serving is completely unrelated to the type of person that is getting it 
You would not consider that would stand up if you prosecuted that under fraud? 
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Dr. CHAPMAN: No, I do not think it would. 


Mrs. MAcINNIs: There must be food and drug products which have cents off 
as well as the soap products. 


Dr. CHAPMAN: Yes. 


Mrs. MAcINNIS: We have had evidence given to us by the soap people that 
there was no way by which the manufacturer could see that the consumer did 
get that number of cents off. For these products which come under your 
jurisdiction, is it not fraud for the manufacturer to say so many cents off when 
he knows perfectly well the consumer does not stand any chance, necessarily, of 
getting it with those cents off? Is that not fraud? 


Co-Chairman Mr. BAsrorp: Fraud is what the courts say is fraud. 


Mrs. MacInnis: I am just asking. Have you ever tried any prosecutions 
under that? 


Dr. CHAPMAN: If you read the section of the act that pertains to foods, 
certainly there is no reference to this sort of situation. Well, first of all, there is 
the section that deals with poisonous or harmful substances. Then there is 
another section which says: 

No person shall label, package, treat, process, sell or advertise any 
food in a manner that is false, misleading or deceptive or is likely to 
create an erroneous impression regarding its character, value, quantity, 
composition, merit or safety. 


But our legal counsel have never considered this extended to price or 
economic considerations. 


Mrs. MacInnis: I took down the words you used and you referred to “injury 
to health or fraud’. 

Dr. CHAPMAN: Yes, I did. 

Mrs. MAcINNIs: Would your department not consider it was fraud to prom- 
ise cents off when there would be no way of enforcing it? 


Dr. CHAPMAN: I did refer to fraud, but I was referring to fraud, of course,. 
under the Food and Drugs Act. This is what we have to go back to; this is our 
authority. 


Mrs. MacInnis: Have you never prosecuted a case on that ground? 

Dr. CHAPMAN: No, we have not, and our legal counsel has held we do not 
have jurisdiction over prices. 

Mrs. MacInnis: Let me ask a question about biscuits. 

Co-Chairman Mr. BAsForpD: The problem being, what you think is fraud and 
what the lawyers and the courts think is fraud are two entirely different things. 

Mrs. MacINNIS: I was wondering whether the courts have ever had a chance 
to pronounce on it. 

Co-Chairman Mr. Basrorp: They have on occasion under the Combines 
Investigation Act. 

Mrs. MacInnis: I think something should be done about it. 

Co-Chairman Mr. Basrorp: That is the dilemma between you and Dr. 
Chapman. 

Mrs. MacInnis: Exactly—and the lawyers. 

In regard to biscuits, I think you said you are going to be requiring 
manufacturers to sell these packages of biscuits by weight very shortly. 


Dr. CHAPMAN: Yes. 
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Mrs. MacInnis: We have been having representations from consumers about 
means of getting these things in standard packages. Will you also require them 
to put the weight in some recognizable form, like half-a-pound, a pound- or 
two-pound packages? Or will you simply say “by weight’, letting them come out 
with 23 ounces or something like that for a little package? 

Dr. CHAPMAN: We require the correct declaration of net contents. If they 
come out with a six-ounce package instead of a four-ounce package, the only 
way we can stop them is to take them to court and prove somehow that the 
six-ounce package was deceptive. If the declaration of the net contents is correct, 
I do not think we would have a chance. I am sure we would never even get the 
case to court. 


Mrs. MacInnis: In other words, the act would have to be amended to give 
you these additional powers for specific weights? 


Dr. CHapMaN: It would certainly have to be amended, and once we do this 
we take it into the area of “Regulation of Trade and Commerce” and out of the 
area of the Criminal Code, and then we would no longer have jurisdiction within 
the provinces. 

I feel quite strongly that this would not contribute to better protection for 
the consumer. As a matter of fact, it would weaken very much the authority 
under the Food and Drugs Act to legislate against hazards to health and 
deliberate fraud. It seems.to me the regulation of servings you refer to would be 
better done with a separate act rather than an amendment to the Food and Drugs 
Act: 


Mrs. MacINNIs: Supposing one were drafting a separate act, could you put 
that in? I am asking for a legal opinion, I know, again, but could you put in such 
things as these specific weights being required, the specific weight or volume of 
servings, the specific business about cents off, trading stamps—or is that crimi- 
nal? 

Co-CHAIRMAN Mr. BASForD: The trading stamps are quite different, but I 
think you could take your model—if I may answer the question, which I am not 
supposed to do—from this Agricultural Products Standards Act, but the act 
would only deal with interprovincial or international commerce or trade. 


Mrs. MacInnts: And the other is purely provincial? 
Co-Chairman Mr. Basrorp: Is that a sufficient answer? 
Dr. CHAPMAN: Yes, very good, Mr. Basford, thank you very much. 


It would regulate those products which enter into interprovincial trade, not 
within the province. That sort of legislation would have no jurisdiction within 
the province, and this is the point. 


Mrs. MacInnis: Then let me ask a question this way. If we were trying to 
get rid of these abuses that plague the consumer and that we have just been 
talking about, from your experience with your legislation, should we forget all 
about your legislation and start in to make a brand-new statute; and, if so, what 
would we put it under? 


Dr. CHAPMAN: First of all, to answer the first part of the question, in my 
opinion it would be better to start in with a new statute because, as I pointed out 
earlier, if we attempt to bring this sort of regulation of trade and commerce © 
within the Food and Drugs Act we are going to have an act that is both criminal 
law and the “Regulation of Trade and Commerce,” and we would be continually 
in the situation where it is not clear which it is. Of course, this is going to havea 
very important and, I would feel, detrimental effect on our ability to enforce the 
Food and Drugs Act in those areas where it is so necessary it be enforced. 
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Mr. Scott (Danforth): May I ask a supplementary? Do you think there is 
anything in the area of joint legislation that could be done with the provinces, or 
have you thought of that? 


Dr. CHAPMAN: Well, there is the situation where, of course, you could have 
concurrent legislation. I am thinking of a separate piece of legislation which 
would regulate the type of abuses you have been referring to. Then the prov- 
inces could adopt that same legislation, and this would give complete coverage. 


Mrs. MacInnis: Where would you put such a statute? 
Co-Chairman Mr. BASrorpD: How do you mean? 

Mrs. MAcINNIs: It would be under the Criminal Code, would it? 
Dr. CHAPMAN: No. 


Co-Chairman Mr. BAsrorp: No, under the “Regulation of Trade and Com- 
merce.” 


Dr. CHAPMAN: Yes, under the “Regulation of Trade and Commerce.” 


Mrs. MacInnis: It would be federal in its scope, with the provinces coming 
in if they wanted to, is that the idea? 


Dr. CHAPMAN: Yes. 


Mr. McCutTcHEon: I am sure we have had quite an eye-opener here today 
with the witnesses, and any question that I ask, I want you to understand, is not 
critical of you or the department, but, surely, if your department is to be of more 
real assistance to the consumer an enlargement of your advertising budget must 
be essential. Do you agree with that conclusion I have drawn? 


Dr. CHAPMAN: I agree entirely. 


Mr. McCutTcHEon: I am shocked to think of your only being listed in the 
Government telephone book. As far as the consumer is concerned, that looks like 
a definite attempt to hide your light under a bushel. 


Dr. CHAPMAN: I hardly think this is a correct statement. Certainly, informed 
consumers how there is a Consumers’ Division in the Food and Drug directorate. 
Even the operators at the Government telephone exchange know the consumer 
number in the Food and Drug directorate. 


Mr. O’KEEFE: How much was the budget four years ago? 
Miss Ornpway: About $12,000 I think. I am just guessing at this. 


Mr. O’KEEFE: It is not 50 per cent more than what it was four years ago, as 
small as it is? 


Dr. CHAPMAN: In our long range plans we have proposed to double the staff 
of the Consumer Division over a period of twelve years—that is, from 12 to 25. 
We also, of course, propose to increase the allocation of funds to the Consumer 
Division just as rapidly as we can. I should point out, however, that there is a 
limit on the total amount of funds that are available, and these have to be 
allocated to all of our activities. If we give more to the Consumer Division to 
enable it to better inform consumers then we are going to have to take inspec- 
tors, medical doctors, pharmacologists and analysts off the work and testing they 
are doing now, and put the money into the Consumer Division. There has to be a 
balance in this, because it is extremely important, I think, that we have very 
competent and experienced people evaluating new drug submissions, for exam- 
ple. We must have competent scientists in our research laboratories. We must 
have well trained chemists in our analytical laboratories to examine these 
products. It is a question of dividing up the pie. 


Mr. ALLMAND: You require a total of more money? 


Dr. CHAPMAN: That is correct. We need it in order to expana. 
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Mr. McCurcueon: I could not agree with you more. I still think you should 
have a larger budget, and that you should enlarge this thing. 

Now, I believe it was Senator Carter who asked you about beer, and Mr. 
Scott who asked you about whiskey. I have a question also with respect to a 
fluid. Are there any consistency standards that come under your department—I 
believe you mentioned the consistency of non-standard products. I am really 
talking about apple juice. Are there consistency standards, for example, in 
respect of apple juice as there are in respect of maple syrup? 


Mr. HouLuettT: There is a standard for apple juice. 
Mr. McCutTcHeEon: There is? 


Mr. Houuett: Oh, yes, in both the Food and Drugs regulations and the Fruit 
and Vegetable regulations. 


Mr. McCurTcHEON: You may not be able to answer this question, and if not 
perhaps the chairman would take a note of it because it is something that might 
be of interest to us later. How many departments of government have jurisdic- 
tion over food and drugs, and what are they? 


Dr. CHAPMAN: Well, the departments that have jurisdiction over foods—and 
I am thinking of the composition of foods—would be the Department of 
Agriculture and the Department of Fisheries. Are there any others that you can 
think of, Mr. Hollett. 


Mr. HoLuett: Weights and Measures exercise some jurisdiction over 
weights. 


Dr. CHAPMAN: Yes, but I was thinking about composition. The Weights and 
Measures Division of Trade and Commerce has jurisdiction over the weights and 
mesures which relate to foods. 


Mr. McCutTcHeon: Then, counting your department, there are three or four 
other departments of government that are involved? 


Dr. CHAPMAN: Yes. 


Mr. McCurcHeEon: Is there any department similar to yours to report on, 
say, the quality of hard consumer goods? 


Dr. CHAPMAN: No, there is not—not to my knowledge. 
Mr. McCutTcHEon: There is nothing in the way of— 


Dr. CHAPMAN: You were thinking of such things as automobiles, for exam- 
ple? 


Mr. McCurcHeon: And appliances and even fabrics, which were mentioned 
before. There is nothing in that— 


Dr. CHAPMAN: Not comparable to us. 
Mr. McCutTcHEon: Not comparable to you? 
Dr. CHAPMAN: No. 


Mr. McCUTCHEON: Would the consumer be better served if there was a 
consolidation of food, drug and consumer affairs into one department, responsi- 
ble to one, shall I say, minister? 


Dr. CHAPMAN: Let me express my views in regard to the Food and Drug 


Directorate, and I think that that is as far as I should really go because the other 
is a decision for the government. So far as the Food and Drug Directorate is 
concerned, I do not feel this should be taken out of the Department of National 
Health and Welfare, particularly in the area of hazards to health, and in the 
control of both foods and drugs. In this area we work very closely, and draw 
heavily on, other divisions and other branches of the department for assistance. I 
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am referring, for example, to the Laboratory of Hygiene that does the typing of 
Salmonella. When we run into a situation where there is evidence of contamina- 
tion of food by Salmonella then we have the assistance of the Laboratory of 
Hygiene to type those particular organisms. We receive assistance also from the 
Laboratory of Hygiene in the inspection of parenteral drug plants. These are 
drugs that are used for injection. We are in very frequent consultation with 
other divisions such as Maternal and Child Health, Dental Health, Epidemi- 
ology—these are just a few. 

I feel, therefore, that it is essential, as far as the protection of the consumer 
from hazards to health is concerned, that the Food and Drug Directorate remains 
in the Department of National Health and Welfare. 


Mr. McCutcuHeon: Do you envisage difficulty in the enlargement of the food 
and drug directorate to provide for a greater degree of service to the consumer, 
but leaving it right where it is? Do you feel that this would be advisable. 


Dr. CHAPMAN: This is a hypothetical question. 
Mr. McCutTcHeon: I grant you that. 


Dr. CHAPMAN: At the present time we do not have any capacity, for 
instance, in the economic area. There might be advantages in putting problems of 
consumer interest in the economic field into a department that had more capacity 
in this area. 


Mr. McCutTcHEON: Thank you very much. You have been most helpful. We 
are thinking of what we can do on behalf of the consumer, and it is only by 
asking such questions, which I trust you do not think are too silly, that we will 
be able to come up with something. 


Mr. McLELLanp: I have just one question left, Mr. Chairman. I was wonder- 
ing if in your department you get many complaints about the common ordinary 
aspirin pills. Do you set certain standards with respect to them, because there is 
certainly a discrepancy in the price of the so-called aspirins that different 
companies make. I do not know whether each company calls them aspirins, but 
they can be bought by the hundred or by the dozen, and so forth. Is there a 
common ingredient that has to be there in order for you to say it is aspirin? 
Some call them by three letters, and others call them other things. I am thinking 
of the time of year that is coming up. 


Dr. CHAPMAN: All of the common headache tablets contain acetylsalicylic 
acid, and this is frequently sold or referred to under the short form of A.S.A., 
which I think are the three letters you are referring to. This is a drug. It has to 
meet any standards that are established in any of the official compendia which 
are listed in our regulations, so I think the composition of such products would 
be very similar. 


Mr. McLELLAND: Would you tell me whether the composition of Aspirin and 
Bufferin is identical? | 


Dr. CHAPMAN: Well, Aspirin is— 


Mr. McLELLANpD: Or, whether the composition of all headache pills and 
Bufferin is identical? 


Dr. CHAPMAN: The active ingredient in Aspirin is acetylsalicylic acid. 
Bufferin is a compound product which contains acetylsalicylic acid, but it has 
other ingredients as well. 


Mr. McLELLAND: I do not know whether this is the proper place to bring it 
up, but I understand you get complaints as to wearing apparel. We are not 
dealing with that today, and I do not suppose it is proper for me to bring it up 
now, because I understand we are going to hear from manufacturers of wearing 
apparel a little later on in the hearings. 
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Co-Chairman Mr. BAasrorp: We had some discussion earlier about clothing 
as a hazard to health in connection with those suffering from allergies. Before 
the second round, may I ask a few questions. You said, Dr. Chapman, you 
controlled toothpaste or cosmetics if it did not have a drug claim or a drug if it 
had a drug claim. Somewhere your regulations call for and you read it out, 
listing the weight or size according to the common practice. What is the common 
practice in toothpaste? 


Mr. Ho.LLett: The common practice is by weight in toothpaste. The weight 
can be in ounces or can be in metric measure. 


Co-Chairman Mr. Basrorp: Here is something which apparently you have 
control over. Why do you permit measurement in grams which is absolutely 
meaningless to 99 per cent of the people? 


Mr. Houtuett: Because the metric measure is recognized in Canada as an 
official system. 


Co-Chairman Mr. Basrorp: Would it not save confusion to consumers to 
have it in either one or the other? Some companies measure it in ounces and 
some under the metric system. 


Mr. Hotuett: I do not know how we could restrict it if both measures are 
official. I myself would favour a tendency of movement towards grams. That is 
my personal opinion. For a small product of this nature I think grams is a more 
meaningful term. 


Co-Chairman Mr. BASForD: We just heard the other day that one of the 
large companies had converted from grams to ounces. I would like to ask a 
question about alleged secret ingredients. Do you have recipes of all the secret 
ingredients that are advertised? 


Dr. CHAPMAN: Yes, we have, or we have authority to get such information. 


Co-Chairman Mr. BAsrorpD: I am thinking of Coca-Cola, which is alleged to 
be the most closely guarded corporate secret there is. Do you know what 
Coca-Cola contains? 


Dr. CHAPMAN: We would have information in regard to the ingredients of 
Coca-Cola which, would be sufficient to determine whether or not there was any 
hazard to health involved. We would not necessarily require that we have the 
exact formula, exact amounts, that are used in a particular food product, but we 
would insist on knowing what the components were in order that we could 
determine whether or not these were satisfactory for use in a food product. 


Co-Chairman Mr. BAsForD: On that basis you can certify, for example, if 
Coca-Cola is not a hazard to health? 


Dr. CHAPMAN: That is correct. 


Co-Chairman Mr. BASForRD: A hazard to small children, if not to health. 
Here is an advertisement for another secret ingredient which has been very 
highly advertised over the last year. It is a cosmetic called ‘2nd Début.” 
Apparently now every woman is entitled to look younger, and it reveals a 
marvellous discovery in Wiesbaden, Germany. This part of it contains CEF 600, 
and if you really have lines and look beaten up you can get it from CEF 1200. Do 
these things do what they claim they are supposed to do? 


Dr. CHAPMAN: I might say that in the Food and Drug Directorate we do 
have to assign priorities. We must concentrate on those areas that represent the 
greatest hazard to health or the greatest possibility of fraud. In the area of 
cosmetics we have felt that a certain amount of leeway could be permitted and 
we have not been as stringent about cosmetics as we have in other areas. 
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Co-Chairman Mr. BASForD: You do not think it is a top priority that women 
think they are looking younger when in fact they are not younger? 

Mr. HouuettT: I should explain that we are well aware of this advertisement 
and that we are aware of the composition of this product, and we are satisfied 
that there is a moisture retaining substance in the cosmetic. Dr. Chapman did not 
mention that there is not in the Food and Drugs Act a certain section relating to 
deception as we have in foods, drugs and medical devices. There is in fact no 
prohibition under the act against deceptive advertising for cosmetics. 


Co-Chairman Mr. BAsForbD: Your sole concern with cosmetics is whether it 
is a health hazard? 


Dr. CHAPMAN: That is correct. 


Co-Chairman Mr. BASFoRD: So when it says: 


News has leaked out concerning a carefully guarded top secret 
discovery by a small but important group of skin physiologists. 


etcetera, all you are concerned with is not whether or not it is an important 
discovery, but whether it is a hazard to health? 

Dr. CHAPMAN: This is correct. 

Co-Chairman Mr. BASForD: Mr. Scott? 


Mr. Scott (Danforth): I wanted to ask you about a response you made to 
Mrs. MacInnis. You indicated that under trade and commerce we do not have 
adequate powers because of the interprovincial aspect. 

Dr. CHAPMAN: I said that if legislation to control trade and commerce were 
introduced into the Food and Drugs Act then I would feel this would weaken the 
power of the Food and Drugs Act. 

Mr. Scott (Danforth): Have you had any explorations with any provincial 
counterparts with a view to joint action? 

Dr. CHAPMAN: No, we have not; but this would presuppose that there was 
action at the federal level to develop legislation that would control these areas, 
and this would appear to be the necessary first step before you can go to the 
province and ask if they would adopt concurrent legislation. 

Mr. Scott (Danforth): To come back to toothpaste, why can you not make 
them put in 50 grammes, 100 grammes, 200 grammes? Why the 238.5 and 81.9, 
and all that stuff? 

Dr. CHAPMAN: This is a correct declaration of net contents, and not a 
violation under the Food and Drugs Act regulations. 


Mr. Scott (Danforth): Do they have to state the amount they put on? 


Dr. CHAPMAN: No, not under this legislation. I might explain that the reason 
you get these fractions of grammes is that if they put in eight ounces and convert 
to grammes you end up with a fraction of a gramme. 


Co-Chairman Mr. BAsrorpD: Your sole concern is that if someone says it is 15 
3/4 ounces, in fact it is 15 and 3/4 ounces? 


Dr. CHAPMAN: It must be. 
Co-Chairman Mr. BASForD: You have no authority to say it should be 16? 


Dr. CHAPMAN: That is correct; but if it says 15 3/4 ounces there must be 15 
3/4 ounces present or it is a violation of our regulations. 


Mr. Scott (Danforth): That is all I have. : 
Co-Chairman Mr. BASForpb: Mr. Allmand? 
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Mr. ALLMAND: Dr. Chapman, do you have any jurisdiction over services 
which are related to a health product? For example, these people who advertise 
and pretend that they can cure baldness, as one example? 


Co-Chairman Mr. BAsFrorp: It does not work. 


Mr. ALLMAND: But it has to do with health to some extent. The same applies 
to dry cleaning processes where they use drugs, by which they say they can 
renew the clothes, and so on. There are other types of things like that related to 
a product, but I think it applies mainly to the people who claim they can cure 
baldness. 


Dr. CHAPMAN: Certainly we have no jurisdiction over the claims relating to 
dry cleaning processes. I will ask Mr. Hollett to comment on the claims to cure 
baldness. 


Mr. HouuettT: It seems very appropriate that Dr. Chapman has asked me. If 
the manufacturer is selling a product for the growth of hair we would take 
exception to this because we are satisfied there is no such a product. If a person 
is advertising a treatment within his office for the growth of hair he is not selling 
a drug for the growth of hair per se, and I feel we could not take action in that 
instance. 


Co-Chairman Mr. BASsrorD: The press will note that so far as the Food and 


Drug Directorate is concerned there is no cure for baldness. There is a great deal 
of money being spent on things that are not cures. 


Mr. ALLMAND: Do you control the sale of contact lenses at all? 
Mr. HOuuetTtT: Not at all. 
Mr. ALLMAND: Can the people of Canada buy the ingredients in a drug store 


for L.S.D.? Is the L.S.D. drug controlled in any way by your department or can 
people buy it in a drug store? 

Co-Chairman Mr. Basrorp: Mr. Allmand, there have been a number of 
statements on this subject in the house and I am not sure that it is relevant to 
our inquiry. 

I thank Dr. Chapman and his colleagues very much for coming here today 
and explaining the jurisdiction and the operation of the directorate, as this is 
what we wanted to know. 


The committee adjourned. 


CONSUMER CREDIT 1959 


APPENDIX “11” 


Supplementary information supplied by: 
The Great Atlantic & Pacific Tea Co. 
Dominion Stores Ltd. 

Atlantic Wholesalers Ltd. 

H. J. Heinz Co. of Canada Ltd. 
Burns Foods Ltd. 

Loblaw Groceterias Co. Ltd. 


THE GREAT ATLANTIC & PACIFIC TEA COMPANY LIMITED 


Proceedings No. 8, Pages 418-433 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 17, 1966: 


Q. 


Mr. Saltsman (p. 418) and Senator Thorvaldson (p. 422) asked for 
information concerning the percentage of sales of private brands in 
relation to nationally advertised brands. 


. We do not keep A & P Brand figures separately,... A conservative 
estimate, however, would place A & P Private Brands, in relation to 
our total grocery sales, at approximately 33 per cent. 


. In response to questions by Mr. Urie (p. 426), Mr. Provost undertook 
to provide figures on profits after taxes excluding income from in- 
vestments related to sales. 


A. The percentage figures are: 


1961 
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1960 
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Q. Mr. Basford (p. 430) asked for the names of the National Brands in 
Columns A and B of Appendix C (Proceedings No. 8, p. 441) 


A. The completed version of Appendix C is shown below: 


A&P Brands and Retails 


Evaporated Milk, 
160z 

Powdered Milk, 8 

Instant Coffee, 60z 


Ginger Ale, 300z 
Can. Pop Asst. FI. 
Cheese Slices, $+ 
Sockeye Salmon, $ 
All Purpose Flour, 
25¢ 
Tomato Juice, Fcy, 
480z 
A&P Ch. Peaches, 
140z 
Sail Soap Powd. 
King 
Sunnyfield Lard, 1# 
Salad Dressing, 
160z 
Mayonnaise, 160z 
Ketchup, 110z 
Tomato Soup, 10 oz 
Baked Beans, 150z 
CrisGormm Gh 1507 
Peas, Fey, 150z 
Nectar Tea Bags, 
60’s 
Potato Chips 40z 
Vac Pack Coffee, 1t 
Froz. Orange Juice, 
60z 
Froz. Corn; 120z 
Raisins, Seedless 
150z 
Gr. Fruit & Pine- 
apple, 48o0z. 
Sail Liq. Soap, 240z 
Pumpkin Ch. 280z 
Jubilee Cheese 
Spread 160z 


4/59 
2.59 
.89 


APPENDIX C 
Nationally Advertised Brands 


A 


Carnation, 16 oz 


Carnation, 8t 
Chase & Sanb., 
60z 


Canada Dry, 300z 


Canada Dry 
Kraft 
Cloverleaf, 3 
Five Roses, 25¢ 


Bright’s, 480z 
Aylmer, Ch. 
OMO King 


Maple Leaf, 1# 
Hellman’s, 160z 


Hellman’s, 160z 
Aylmer, 11loz 
Heinz 

Clark’s 

Aylmer 

Del Monte 

Red Rose 


Humpty Dumpty 


Maxwell House 
Bird’s Eye 


Green Giant 
Del Monte 


Del Monte 
Maple Leaf 


Libby’s Fancy 
Kraft 


2/37 


2.99 


B 
Libby’s 


Milko, 8¢ 
Maxwell House 


Niagara Dry 
Pure Springs 
Borden’s 
Paramount, $ 
Robin Hood 


Heinz, 480z 
Bright’s Ch. 
Tide 


Silverleaf 
Kraft, 160z 


Kraft, 160z 
Heinz, 11oz 
Campbell’s 
Libby’s 
Libby’s 
Stokley’s 
Salada 


Lever’s 
Ch. & Sanborn 
Libby’s 


Libby’s 
Farm Boy 
Libby’s 


Vel 
Stokley Fancy 
Ingersoll 


Q. 


Ag 
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Mr. Smith (p. 431) asked for information concerning the price in- 
crease which resulted from the change in the method of packaging 
Lipton’s Soup. 

Prior to August, 1964 the old style cost $7.92 for a carton of 72. This 
cost was not changed with the introduction of the new package in 
August 1964. Effective May 30, 1966 the cost for a carton of 72 
declined to $7.72. The retail prices of A & P, which were 2 for 27 cents 
for the old style remained at 27 cents for the package containing 2 
envelopes. 


. Mr. Leblanc (p. 433) asked for a reconciliation of the fact that sales 


had increased, expenses had decreased and profits after taxes had 
decreased. 


. Mr. Provost’s reply was, “It is simply this: We are selling our food at 


a little less mark-up.” The correctness of this reply is confirmed, but 
the reference is to dollars and not to rate of profit. 


DOMINION STORES LIMITED, TORONTO 
Proceedings No. 9, Pages 469-483 


.Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 18, 1966: 


Q. 


A; 


Senator Croll, page 469: Could the Committee have the actual audits 
relating to meats and produce for the two Toronto stores? 


The data requested are in the following tables: 
(See Schedule A at pages 1962-1965 and Schedule A-1 at page 1966.) 


Q. Senator Croll, page 474: The Committee would like your list of all the 


various suppliers from whom you purchase meat. 


A. The list is shown below: 


(See Schedule B at page 1967.) 


. Senator Carter (page 478) asked for a comparison of the prices of 


Domino and Gay liquid detergents. 


A. The required comparison is supplied as follows: 


Retail Prices for Gay & Domino Liquid Detergents 


Toronto 
Brand Contents Selling Price 
rae Gat tea aoe 202.6 31¢ 
Iie feencger fo ites 12 62.* 28¢ 


* 12 oz. size only one common to both brands. 
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CONSUMER CREDIT 


SCHEDULE “B” 


Dominion Stores Limited 
Authorized Meat Suppliers 
(Government Inspected by 

“Health of Animal” Doctors) 


SUPPLIER 


A & A Frozen Foods 
Abattoir Berthier 
Abattoir Ltd. 

ACA Cooperative 
Ahunstic Chop Suey 
A La Canadienne Ltd. 
Alberta Poultry 
Aloro Food Products 
Alpine Foods 

Alpine Meat Packers 
B. C. Quality Foods 
B. C. Chip Steaks 
Bilopage Inc. 

Bittner Meat Packers 
Brampton Poultry 
Broadview Poultry 
Brome Lake Ducks 
Burns Foods 

Calgary Packers 
Canadian Dressed Meats 
Canadian Poultry Sales 
Canard Poultry Ltd. 
Capital Meat Co. 

Carl Buddig Co. 
Chicago Kosher Ltd. 


Choice Cut Up Chicken Ltd. 


Chun King Corp. 
Coleman Packers 
Comfort & Tiley 
Co-Op Poultry 
S. Coorsh & Sons 


Darrigo’s Italian Meat Prod. 


2. P..P. 

Dominion Poultry Sales 
Drach Food Prod. 

Dresden Produce (Poultry) 
G. Dueck & Son 

Dundas Producers 

Elliott’s Bakery 

Epco, Edmonton 


Essex Packers 
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NOVEMBER 1966 


Croy 


Winnipeg, Manitoba 
Berthier, Quebec 
Berthier, Quebec 
Kentville, Nova Scotia 
Montreal, Quebec 
Weedon, Quebec 
Calgary, Alberta 
Toronto, Ontario 
Toronto, Ontario 
Toronto, Ontario 


Vancouver, British Columbia 
Vancouver, British Columbia 


Quebec, Quebec 
Toronto, Ontario 
Brampton, Ontario 
Toronto, Ontario 
Knowlton, Quebec 
Calgary, Alberta 
Calgary, Alberta 
Toronto, Ontario 
Toronto, Ontario 
Winnipeg, Manitoba 


Pt. William, Nova Scotia 


Edmonton, Alberta 
Chicago, Illinois 
Winnipeg, Manitoba 
Aurora, Ontario 
Windsor, Ontario 
London, Ontario 
Shannes, Ontario 
Regina, Saskatchewan 
Montreal, Quebec 
Toronto, Ontario 


Moncton, New Brunswick 


Winnipeg, Manitoba 
Outremont, Quebec 
Dresden, Ontario 
Niverville, Manitoba 
Dundas, Ontario 
Toronto, Ontario 
Edmonton, Alberta 
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JOINT COMMITTEE 


Authorized Meat Suppliers (Continued) 


SUPPLIER 


Export Packers (Poultry ) 
First Cooperative Packers 
Fletcher’s 

Florentino Poultry 
Forgan & Co. 
Friendly Farms 
Frontenac Packing Co. 
F. W. Fearman 

Gainers, Edmonton 
Galla Bakery Ltd. 

Great West Packers 
Griffith Lab. 

Grusko Son 

Harry Horne Foods 
Hochelaga Beef Co. 
Hoffman’s 

Frank Hunnisett Ltd. 
Hygrade Food Prod. 
Imperial Poultry Ltd. 
Intercontinental Packers 
Island Provisioners 
Jenkins 

King Cole Duck Farms 
Kitchener Packers 

W. F. Kolbe Ltd. 
Kwinter Foods Ltd. 

La Belle Fermiére 
Lacombe & Robidoux 
Larsen Packers Ltd. 
Laurier Packers 

Leader Packers 

Legrade Inc. 

Letosky Broth. 

Levesque Poultry 
Levitts Co. 

R. J. Lucas 

Lunenburg Sea Prod. 

J. Macher Co. Ltd. 
Made-Rite Sausage Co. 
McQuaide’s Meat Pies 
Meteor Meats 
Metropolitan Packers Ltd. 
Modern Packers 
Modern Poultry 
Montreal Plant Frozen Food 
Morantz Beef Co. 
Morrisons 

Mortson Sales 


CItx 


Hamilton, Ontario 
Barrie, Ontario 
Vancouver, British Columbia 
Niagara Falls, Ontario 
Winnipeg, Manitoba 
Steinbach, Manitoba 
Montreal, Quebec 
Toronto, Ontario 
Edmonton, Alberta 
Ottawa, Ontario 
Montreal, Quebec 
Toronto, Ontario 
Winnipeg, Manitoba 
Toronto, Ontario 
Montreal, Quebec 
Kitchener, Ontario 
Toronto, Ontario 
Montreal, Quebec 
Watford, Ontario 
Saskatoon, Saskatchewan 
Charlottetown, P.E.I. 
Summerside, P.E.I. 
Richmond Hill, Ontario 
Kitchener, Ontario 

Port Dover, Ontario 
Toronto, Ontario 
Montreal, Quebec 
Montreal, Quebec 
Berwick, Nova Scotia 
Montreal, Quebec 
Toronto, Ontario 
Quebec, Quebec 
Montreal, Quebec 
Bedford, Quebec 
Montreal, Quebec 
Toronto, Ontario 
Lunenburg, Nova Scotia 
Montreal, Quebec 
Vancouver, British Columbia 
Toronto, Ontario 
Vancouver, British Columbia 
Toronto, Ontario 
Montreal, Quebec 
Montreal, Quebec 
Montreal, Quebec 
Montreal, Quebec 

Galt, Ontario 

Toronto, Ontario 
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Authorized Meat Suppliers (Concluded) 


SUPPLIER 


Mow Sang Food Co. 
Mueller 

Niagara Finest Poultry 
Norm Gerrie Steakettes 
N.S. Cooperative 
Origena Pizza 

Ottawa Beef 

Pacific Meats 

Panco Poultry 

Pembina Poultry Packers 
Pinecrest 

Polonskys 

Prairie Produce 
Presswod Packers 
Primo Belevedere Salami 
Wm. Puddy Beef 
Quebec Poultry 

Ranch Hand Product 
Red Deer Packers 
Riverside Poultry 
Roma Foods 

Schneiders 

Scott Poultry 

Shantz Processing 
Sharpe & Co. 

Shopsy’s Foods 

Siena Foods Ltd. 
Skyline Farms 


Smith Corned Beef & Sausage Co. 


St. Raymond Poultry 
Sterling Packers 
Sussex Poultry 

Swift Canadian 
Tailette & Fils 
Taillefer & Fils 
Tend-R-Flesh Poultry 
Terminal Beef Co. 
Thames Valley Poultry 
Tops Continental 
Town Packers Ltd. 
Union Kosher 

Union Packers 
Vancouver Sausage 
Vaunclair Purveyors 
Wald Produce 

Whyte Packing Co. 
Willow Farms 

Wilsil Ltd. 

Wong Wing Food Prod. 
York Farms 


CITY 


Montreal, Quebec 

Niagara Falls, Ontario 
Niagara Falls, Ontario 
Toronto, Ontario 

Halifax, Nova Scotia 
Toronto, Ontario 

Ottawa, Ontario 

Vancouver, British Columbia 
Vancouver, British Columbia 
Morden, Manitoba 

Calgary, Alberta 

Montreal, Quebec 

Winnipeg, Manitoba 
Toronto, Ontario 

Toronto, Ontario 

Toronto, Ontario 

Rouville, Quebec 

Vancouver, British Columbia 
Regina, Saskatchewan 
London, Ontario 

Montréal, Quebec 

Kitchener, Ontario 
Vancouver, British Columbia 
Ingersol, Ontario 

Regina, Saskatchewan 
Weston, Ontario 

Toronto, Ontario 

Kettleby, Ontario 

Winnipeg, Manitoba 

Hull, Quebec 

Toronto, Ontario 

Sussex, New Brunswick 
Toronto, Ontario 

Montreal, Quebec 

Montreal, Quebec 
Petersburg, Ontario 

Toronto, Ontario 

Chatham, Ontario 

Hamilton, Ontario 

Toronto, Ontario 

Toronto, Ontario 

Calgary, Alberta 

Vancouver, British Columbia 
Toronto, Ontario 
Palmerston, Ontario 
Stafford, Ontario 
Clearbrook, British Columbia 
Montreal, Quebec 

Montreal, Quebec 

Toronto, Ontario 
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JOINT COMMITTEE 


@. Senator Thorvaldson, page 483: Is it possible to make a calculation 


concerning the effect certain costs (labour, fringe benefits, taxes, etc.) 
have had on the inflation in food prices? 


. The following notes were submitted by Dominion Stores Limited in 


reply: 


In our brief on page five we stated that the current inflation in food 


prices has been sparked first by rising costs of merchandise purchased, 
and secondly by increased operating expenses. As an example of this we 
cited the shortage of labour driving up the price paid for labour which 
eventually drives up the final price paid by the consumer for a product. In | 
economic terms this might be referred to as a ‘‘cost push” type of inflation © 
as opposed to a “demand pull” type of inflation which occurred in the 
period shortly after the Second World War when the demand for goods 
outstripped supply. Now the demand for the factors of production (e.g. 
labour) outstrips supply. In our business, labour costs account for 
approximately half of our operating expenses and, therefore, our overall 
costs are very sensitive to any change in labour costs. 


Below we have noted a number of significant points which substanti- 


ate this view in our Company: 


iL, 


From June 1961 to June 1966 the food price index increased by 16.8 
per cent. 


. Our basic wage per full-time employee as illustrated in Exhibit E-2 


increased by 28.6 per cent, over the past five years. 


. Fringe benefits including vacations with pay, pensions and other 


important welfare benefits per employee increased by 38.4 per cent 
over the past five years. 


. Business taxes increased over the last five years by 19.7 per cent as 


illustrated in Exhibit F. 


5. Property taxes increased by 38.7 per cent over the past five years. 


6. Equipment costs (which include a factor for Federal Sales Tax, 


Provincial Sales Tax, increased construction costs and improved 
quality of equipment) increased by 34.4 per cent over the past five 
years. 


We believe that at the present time there is an acute shortage of labour in 


Canada and especially trained labour. Therefore, any long-run solution to the 


problem of inflation must encompass this factor. In this context we would 


support a government policy of increased immigration and especially trained 
labour. 


Retail Food Definitions 


Mark-up is the initial difference between what the grocery store pays for its 


goods and the full regular consumer price at which they are sold. It is measured 
as a percentage of the consumer price. 


Maximum Obtainable Margin is the same as mark-up. It can be stated as the 
used portion of the inventory times the consumer price. It is expressed as a 


percentage of the consumer price. 


7 


| 
| 


; 


7 


| 


' 


In all these cases it is clear that the rate of increase in these basic factors of 
our operating cost was greater than the rate of increase in the food price index. 


The factors other than labour are mentioned as supplementary contributors to. 
inflation. 
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Margin Loss consists of loss factors such as pricing errors, breakage, spoil- 
age, price reductions, advertised prices, pilferage, shrinkage, and other similar 
items. It is the difference between Maximum Obtainable Margin and Net Margin 
before expenses (see below). 

Net (Realized) Margin before operating expenses is the Maximum Ob- 
tainable Margin minus the Margin Loss. It represents the sum of money with 
which the business is operated after paying for the used portion of the inventory. 
It is the sum of operating expenses, taxes, and profit. 

Operating Expenses are those expenses which directly relate to major 
activities of the business such as the cost of labour, rent, utilities, maintenance, 
depreciation, advertising and local taxes. 


ATLANTIC WHOLESALERS LIMITED 
Proceedings No. 12, Pages 770—785 
Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 27, 1966: 


Q. Mr. Urie, page 770: Could you provide a corporate list of sharehold- 
ers? 


A. On September 15, 1966, the principal shareholders and their holdings 
were: 


75,000 Class “A” shares issued—Harbour Investments 
Limited—48,679 


7,500 Class “B” shares issued—Harbour Investments Limited—7,234 
Other individual shareholders have relatively minor shares of the 
total. 


Q. Mr. Urie, page 773: Request for financial statements for Foodwide of 
Canada Limited for the last four years. 


A. These statements have been filed with the Committee. 


Q. Mr. Urie, page 782: Could you provide us with figures for the last five 
years showing the gross amounts of your advertising, the payments 
from retailers, and the payments to you by suppliers, so that there 
will be gross amounts and net amounts detailed. 


A. The statement supplied by Atlantic Wholesaler Limited is shown 


below: 
Corporate Advertising Expenditure 
(Wholesale and Voluntary Groups) 
for fiscal year ending March 3lst 
1966 1965 1964 1963 

Gross Advertising Expenditure ... $498,000 $398,000 $404,000 $295,000 
Net Advertising Expenditure ..... $112,000 $175,000 $154,000 $117,000 
As percent of Wholesale Sales 1966 1965 1964 1963 
Gross Advertising Expenditure ....... 0.93 0.78 0.83 0.65 
Net Advertising Expenditure ......... 0.21 0.34 0.32 0.26 


Q. Mr. Urie, page 783: Could you file with us a copy of your franchise 
agreements with dealers? 


A. The text of the agreement is as follows: 
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1972 JOINT COMMITTEE 


SCHEDULE “A” 


SAVE-EASY CONTRACT 


THis AGREEMENT made | thisS,. sess .j) . a daviidieM. alé.auain 196.. 

Between: ATLANTIC WHOLESALERS, LIMITED, of ............ hereinafter 
called.the ““Wholesaler”’ and ..¢.... ««..- Ol ean’ chu ahs hereinafter called the 
“Retailer’’. 


Now THEREFORE in consideration of the mutual promises hereinafter contained 
the parties do convenant and agree with each other as follows: 


1. The Wholesaler hereby grants unto the retailer for the term of this 
agreement the right to use the name “SAVE-EASY”. 

2. The Wholesaler agrees to make available for purchase by the 
retailer a representative stock of dry groceries including tobacco and 
confectionery, also fruits and vegetables and to give the retailer from 
time to time information as to the market conditions and such other ad- 
vise and information as may be of assistance to the retailer’s business. 


3. The wholesaler agrees to suggest plans and lay out of shelving and 
fixtures according to Save-Easy store standards and to assist the retailer 
with suggestions as to the display of goods, the marketing of same for sale, 
and furnish other merchandising ideas to enable the retailer to operate in 
conformity with other stores in the group. 

4. The wholesaler agrees to furnish a representative to call upon the 
retailer from time to time and advise him regarding merchandising meth- 
ods and to act in the capacity of supervisor. 

5. The retailer agrees to conform with and abide by the general 
advertising and merchandising procedure featured by the Save-Easy 
group. The retailer further agrees to co-operate during the time special 
incentives are introduced to increase consumer store traffic. 

6. The retailer agrees to display the official Save-Easy signs and to 
remove all other signs not acceptable to the programme. The wholesaler 
will furnish all Save-Easy signs on a rental basis. 


| 
| 


7. The retailer agrees to keep his store in a condition satisfactory to — 


the wholesaler at all times. 


8. The retailer agrees to buy from or through the wholesaler all 
fruits, vegetables and produce and all merchandise known as dry grocer- 
ies, including tobacco and confectionery during the term of this agreement 
and not to purchase any goods in such categories from any other whole- 


saler or supplier. The retailer further agrees to channel all drop shipments ~ 


through the wholesaler and not to buy from speciality men without the 
wholesaler’s consent. The retailer further appoints the wholesaler his 
exclusive purchasing agent during the term if this agreement. 

9. The retailer agrees to participate in the wholesaler’s meat pro- 
gramme, cooperate fully with the wholesaler’s meat supervisor and to pay 
the service charge currently in effect. 


10. A retailer accounting service is available for the retailer at a 


nominal monthly fee. In order that the retailer keep informed on the 
financial progress of his operation it is strongly recommended that he take 
advantage of this service. 


11. The retailer agrees to pay his account in full each week. 
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12. This agreement shall be effective for a period of two years from 
the date hereof. At the expiration of the said term, the agreement shall be 
renewed for one year and continue in force from year to year subject to 
all the covenants, terms and conditions herein expressed. The wholesaler 
or retailer may terminate this agreement by giving thirty days notice in 
writing. 

13. The retailer covenants with the wholesaler that he will not, 
while this agreement is in effect, sell his business by bulk sale or other 
transfer to any other purchaser without first offering the same to the 
wholesaler at a price at which the retailer is willing to sell to any other 
purchaser. Such offer shall be made in writing delivered by the retailer to 
the wholesaler and such offer shall include the name of the proposed 
purchaser of the business, the price and the assets to be sold and shall 
offer such assets to the wholesaler at such price. Therefore the wholesaler 
shall have thirty days in which to determine whether or not to purchase 
such assets. The offer may be accepted by notice in writing delivered to 
the retailer and may be accepted by the wholeasler or a nominee of the 
wholesaler. Upon delivery of notice of such acceptance a contract for sale 
and purchase shall be deemed to exist between the retailer and the 
wholesaler or such nominee for a bulk sale to take place not later than 
thirty days after such notice of acceptance in accordance with the provi- 
sions of the Bulk Sales Act. Where the offer is accepted by a nominee of 
the wholesaler, the wholesaler shall be deemed to be a guarantor of 
payment of the purchase price by the nominee. 


In the event that such offer is not accepted within thirty days: as 
above provided, the retailer may sell his stock-in-trade and business at or 
above but not below the price mentioned in such offer at any time within 
six months from date that such offer was given to the wholesaler but not 
afterwards without making a fresh offer to the wholesaler. 


IN WITNESS WHEREOF the parties have hereunto set their hand and seals on 
the day and year first above written. 


DAC OSES Scene ee Retailer 


ATLANTIC WHOLESALERS, 
LIMITED 


Witness 


Bo SAFO NO 8 6 08 @ Te et Cie) a Ee See Owe ee Oe Ree ee ee 
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Q. Mr. Olson (page 785) asked for additional information about the costs 
of selected commodities listed in Table 10 of the D.B.S. publication 


‘Prices and Price Indexes”’. 
A. The information requested is as follows: 
SCHEDULE “B” 
ee ee 
Wholesale Cost 


Unit Ee 
Item Size 1964 1965 1966 


Milk, evaporated 16 02..........e eee e cece eee renee 48’s 7.00 10 i200 
Powdered Skim Milk 3 lb. (Milko)............---5++005- 12’s 11.25 12.25 12.25 
Butter, creamery, Ist grade lb... ........- eee eee eee .55 .58 . 65 
Cheese, plain, processed, } lb. (Kraft)........-.-.-+++++ 12’s 3.83 4.01 4.13 
Salmon, canned, fcy. pink 8 0Z........-. +. esse teeters 48’s 14.19 15.84 15.84 
Margarine Ib. (Rose).........---+s eee cence cece reece 36’s 7.56 9.36 9.72 
Tard) pure baw. ee oa. tt SPT OST, Lk. alrite sets 36’s 8.46 9.18 9.54 
Shortening lb. (Domestic)..........-- ees cece ere eens 36’s 12.34 12.84 13.06 
Salad Dressing 16 0%.........-... ee eee eee cece ee teeneee 12’s 4.48 4.60 4.60 
Flour, white, all purpose lb........... 5.0. e eee eee eens 100’s 8.03 8.03 8.43 
Corn-Flakes, ple. 8 0%.i.¢ye> An fe kb Aas EE wate ade © 36’s 6.71 6.71 6.71 
Macaroni; dra, pike. Tbs iy ses seeds ss aay » Vue: Geo 24’s 4.30 4.30 4.30 
Cake Mix, white, pkg. 14-16 oz. (Duncan Hines)........ 12’s 4.80 4.70 4.70 
Soda Crakers, pkg. lb. (Marvens)........----.+++eeeeee 24’s 7.31 7.49 7.49 
Sugar, granulated lb............--- eee e cece renee 100’s 8.56 6.76 6.16 
Jam, strawberry, 24 oz. jar (pectin) (Talisman)......... 12’s 5.79 6.00 6.00 
Jam, strawberry, 24 oz. jar (pure) (Rese).s M4 ace lee «eee 12’s 8.42 8.03 8.33 
Honey, No. 1 White, 2 lb. (B’Kist).........--+.-eeeeee 12’s 6.75 6.95 7.30 
Tomatoes, canned, choice 28 oz. (Aylmer)..........--++ 24’s 6.73 6.73 7.33 
Peas, canned, choice 15 oz. (Graves). ....-..-e erences 24’s 3.45 3.65 3.65 
Corn, canned, cream, choice 20 0z. (York)...........++. 24’s 4,43 4.39 4.62 
Infants’ Food, vegetable, tin (Heinz) 5 02.............-- 24’s 2.22 2.32 2.48 
Beans, Pork & Tomato Sauce, 15 oz. (Graves)........+. 24’s 3.51 3.51 3.86 
Soup, Vegetable 10 oz. (Campbells)..........-++-++ees- 48’s 5.60 5.60 5.95 
Tomato Juice, fey. 20 oz. (Aylmer).........----- ee ee ees 24’s 3.45 3.10 3.60 
Tea Bags, Orange Pekoe, pkg. 60’S.......-----e++eeeees 24’s 19.20 19.20 19.20 
Coffee, med. quality, pkg. Ib. (C&S)...........-- eee eee 12’s 9.96 9.96 9.96 
Coffee, instant, dried, jar, 6 oz. (M.H.)..........-.--+5+ 24’s 27.50 26.30 26.30 
Tomato Catsup, bottle 11 oz. (Aylmer)..........-.++5 24’s 4.50 4.50 4.75 
Peanut Butter, plain, jar 16 oz. (Sch.).........--+--00+5 12’s 4.50 4.85 4.90 
Pickles, swt. mxd. jar 16 oz. (Rose).......--..seeeeeees 12’s 3.79 3.58 3.82 
Jelly Powders, flavored, pkg 3 0Z..........++-eeeeeeeers 36’s 3.50 3.50 3.50 
Baking Chocolate, Unsweetened bar 8 02.......--..+--- 24’s 12.00 12.00 12.00 
Totals Cost scetihast lack aah eee ua eee oe Sma 244.67 247.92 252.48 
a 
Yearly Percentage Increases .-. ii... i ioe iN betas cele Denes ena e nse e enh dee aen rs 1733 1.84 
Period lndresse: <n. ot ons cas ate ee oe a a a es ee a 3.19% 


es ee ee ee ge eet yt fey ee eae oeeig it ee ate 


H. J. HEINZ COMPANY OF CANADA LTD. 
Proceedings No. 13, Pages 843-870 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on November 1, 1966: 


Q. Mr. Urie (page 843) asked for information on the Company’s co- 
operative advertising program. 


A. The Company’s. contract on co-operative merchandising > 
agreement—1967 is shown below: 
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EXHIBIT I 


PREPARE IN FOUR COPIES 


1. MARKETING DIVISION 
2. CUSTOMER i. i N vA 57 
3. ACCOUNTING DEPT. 


4. REGIONAL OFFICE CO-OPERATIVE MERCHANDISING AGREEMENT - 1967 


Account Food Retail Outlet No. of Stores 


TERMS 


This agreement will cover the period from the Ist day of__________—_—to the 31st day of December, 
1967 and may be cancelled by either party upon written notice. 


PROMOTIONS 


The account agrees to feature (advertise, display, merchandise and promote) Heinz Products as outlined, 
attached and accepted by Heinz. 


FUNDS AVAILABLE 
(Complete either A or B as applicable) 


A. CHAIN STORE OR LARGE BUYERS 

tp eee Baby Food 

$C; ther’ Varieties representing 1.75% of purchases of Heinz Products 
_ sold through retail trade for 12 months. Period ending April 27, 1966. 

(2) Not more than 15% of fund to be spent in any one month. 

(3) The account to inform Heinz of dollar value and sources of supply of all indirect purchases 
of Heinz products. 

(4) Unused funds remaining at the end of the agreement period will be cancelled 


B. WHOLESALERS SPONSORING VOLUNTARY AND CO-OPERATIVE GROUPS 


Osa SS Beby Food 
$_______——CO ther’ Varieties representing 1.75% of % of purchases of 
Heinz Products. This % is determined as the ratio of Total Sales to Sponsored Groups for 


Total Sales of Wholesaler 


a 12 month period ending April 27, 1966. 
(2) Not more than 15% of fund to be spent in any one month. 
(3) Unused funds remaining at the end of the agreement period will be cancelled. 


INVOICING AND PAYMENT 


The account will submit invoice for payment at the conclusion of each promotion, supported by proof of 
advertising. Deductions from Heinz regular sales invoices for merchandise will not be allowed. 


MISCELLANEOUS 


This agreement is available to all accounts. 

This agreement terminates all previous Co-operative Merchandising and/or Advertising Agreements. 
This agreement becomes valid when countersigned by the Marketing Division, H. J. Heinz Company of 
Canada Ltd. Changes in promotions arranged must have prior approval of Heinz Marketing Division. 


APPROVALS H. J. HEINZ COMPANY OF CANADA LTD. 
Regional Office 
Account 
Meetess ee 2 = hCG Address 
eee I APO ee City 


Approved by________———_—sCéDatte 
Authorized by 

Marketing Division 
Repeat Sigmsée SOTIIMIMMO) 90 Approved ‘bya > Date 
Form 1134B June 1966 


1976 


Q. 


A 


Q. 


JOINT COMMITTEE 


Mr. Urie (page 844) asked a question to determine the total promo- 
tional expense. 

Additional co-operative merchandising expenses in 1965 were paid to 
8,771 retail stores and amounted to $694,042 or 1.1 per cent of gross 
sales. (See Appendix 6, page 879.) 


Mr. Urie (page 845) asked for annual expenditures for the last five © 


years on distributing coupons and samples. 


A. The complete reply is shown below: 


1961 1962 1963 1964 1965 
Samples ....  $ 81,731 $114,467 $100,645 $119,266 $134,486 
Coupon .... . 178,555 328,411 379,835. 184,695 272,933 


Redemptions 


Percentage of redemption varies from 20 per cent on coupons mailed 
direct to new mothers to less than 4 of 1 per cent on coupons printed 
in newspapers on a nationwide basis. 


. In response to questions by Mr. McCutcheon (page 858) and Mr. 


Basford (page 858) the Company undertook to supply numbers of 
hourly rated male employees and the number of male executive 
employees for five years. (See Appendix 5, page 878.) 


A. The average number of male employees for the period are: 


Male Male 
Hourly Executive 
DG ase necitte Hilbely snene eee te Gad 712 39 
POCA oat een oe wee ee ne 739 43 
T9638 \ce eee Re Ure were ae 765 47 
BOG4 i, hk Po TRUE Gatteasergew castelin 824 47 
LOG Doerner NEE oc os in aie es gs 969 46 


Q. 


On a further request by Mr. Saltsman (page 859), the Company 
agreed to provide an analysis showing the relationship between 
wages for hourly paid employees and gross sales. 


A. The wages of hourly paid employees expressed as a percentage of 


gross sales is given below: 


Wages for Hourly Paid Employees Expressed as a 
Percentage of Gross Sales 


(000’s omitted) 


Wages Gross Per cent 
LO ce eee $ 4,004 $ 50,000 8.0 
L982 65:29. oa ee 4,414 53,000 8.3 
1963. ¢y 9. eee 4,208 55,000 Tt 
10S is ee 4,877 59,000 8.3 
LOGE uty, Jar oreee 6,121 61,000 10.0 


Q. Mr. Basford (page 869) requested information relating to costs of 


display space in retail stores. 


A. The Company has filed with the Committee sample merchandising 


agreements with wholesalers and retailers. 


| 
| 
’ 


| 
\ 
; 
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Q. Mr. Basford (page 869) asked for television costs as a percentage of 


gross sales historically from 1965. 


A. Annual television advertising expenditures are provided by the 


Company as follows: 


Television Advertising 


(000’s omitted) 


Amount Sales % 
MAOV OY) @: . < BOP OES oe ho $ 363 $40,000 9 
pe aa ga 6) a 64 42,000 At 
DAs ie Bec te ure at wg _ 45,0000 — 
HS Ls le Away a ian atta Soli aR Re Ae ES “cate 228 46,000 5 
ACERT SE i, AEDS SES 15 'ee ge 538 50,000 ie 
eee Me eh eT a yo ae bol 53,000 1.0 
155 erty A UL, See nn ee 761 55,000 1.4 
821.2 Tomar ce gecnwitoe mem tee aman seine 901 59,000 1.5 
Bo Wee eee eae ihn cailn ace ch gee, ay 1,070 61,000 i hei 


@. Senator Croll (page 870) inquired about the costs of launching a 


x. 


new product such as soup mix. 
Percentage expenditures related to sales dollars have been provided 
as follows: 
Soup Mix 
% of Sales Dollars spent in 
launching this product 


Media & 
Other Deals Total 
TOOL Pern ee RW Os DW TIVID MOL 64.0 — 64.0 
TOG er AL YE AOL DSTA 39.4 3.0 42.7 
19CSs bem bens eR on Ce SOR, 39.5 16.1 55.6 
i 964orte. ab. betiveid abooS escauS. wd. beilk 42.5 4.7 47.2 
BD Om WIR ik FoR AW Kote py Balin i Jere acne 4.5 15.0 19.5 


BURNS FOODS LIMITED, CALGARY 
Proceedings No. 15, Pages 988-1011 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on November 7, 1966: 


Q. 


A. 


Mr. Urie, page 988: An inquiry relative to percentages of net profits 
in relation to sales for the parent company and each of the subsidiar- 
ies for 1963, 1964 and 1965. 


The reply to this question is as follows: 


Sales Net Profit % 
‘000’ 
1963 
PIA WAV DOCCATIONS (205 +o a,c vc.00°s gs we $134,589 $139,631 10% 
Palm Dairies Limited ........... 25,021 367,860 1.47 
Scott. National Coniiitdh« Gen... 30,221 114,148 .38 
ES Va LE LG CoD ia ae RI ay ae a —_ 41,648 


$189,831 $663,287 39% 


1978 


1963 

FUNDS PROVIDED BY: 
Operations 
Net ‘earnings for “the “Year ) ge oe oc oo ace ees cg ae ee $ 663,287 
Add depreciation and other charges 

not involving’ 4 Cash’ outlay—-net . 2. esas a ee 1,871,580 
Total: ... 38g, tac .... £88... ..6 Gleh a. o> Bedirel SertiSG - oe $ 2,534,867 
Prieeeeds onsale of fixeds assets ..4 02 cee oe se 1 A AIDA A 376,968 
Other v7. Fever. Serer een ee oe ee ee 0 ee eee 85,636 
Total ou. FMS ei AS a eee. Wa Ae CORA. Pee $ 2,997,471 


JOINT COMMITTEE 


1964 
Meat Operations...... «074 AM. $127,337 $318,523 25% 
Palm: Dairies Limited ......5..00. 25;720 419,937 1.63 
Scott National+Com Ltda oae ow 32,049 250,216 78 
Gapital "Galnsre ee he eee ees — 109,990 
$185,106 $1,098,660 59% 
1965 
Meat’ Operations® . %.+.:.:.%.+. 4%. 2st % $138,185 $ (76,797) (.06)% 
Pate bairies Limited's. il ie 27,574 80,146 29 
Seotee National aed. Litt. 4.2 cen oes 34,297 250,996 to 
Came Gains @ee . hee. be oe ee es — 372,380 
$200,056 $626,725 eo BB, 


. Mr. Urie, page 990 and page 1010: requested a list of shareholders of 


the company holding in excess of 5 per cent of the total issued shares 
and the identification of the principals of Roytor & Co. 


. The question has been answered by the Company thus: 


Shareholders holding in excess of 5 per cent of outstanding 
shares—Roytor & Co., 353,009 shares. 


We would point out that Roytor & Co. hold shares in trust for Mr. 
R. Howard Webster and the A. B. Hill Estate. 


. Mr. Urie, page 991, desired information on the dispersion of cash 


flows (1) the proportion diverted towards increased assets and (2) 
the proportion accounted for by increased bank loans and the disap- 
pearance of funded debt. 


_ The statement supplied by Burns Foods Limited is shown here: 


SCHEDULE, a 


Consolidated Statement of Source 
and Application of Funds 


} 
7 
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FUNDS APPLIED TO: 


BeeCCHRSe FOL TROD, ASSELS, 5, percisasiseisinesssseermnanescerus MESES, Poet $ 3,134,822 
PRM Un OL TURCE EDS ert shiv cc oor au odadeaccaa. PAOD, DORI 328,228 
LS EEE PSE PSL REI Ee ee a ar Ae 79,015 
Eto UD RE OR Pn oC CC a oe $ 3,542,065 
Decrease “in *workins” capital “ss: 562605. Fs. eee gion gkeiahs ow $ 544,594 
1964 


FUNDS PROVIDED BY: 


Operations 
eee er le et LUCENE OI als. Chaka oi tik eed ain Ouisivleat oo ee cc $ 1,098,660 
Add depreciation and other charges 

holt won e cash outlay—net “2... 28 PP 2,202,799 
Dota tne wrens ption these siemens Gtr WMO he caer ¢ $ 3,301,459 
Proceeus On sale or fixed aseeted 67 en a a eee ee 397,959 
Transfer of allowances for doubtful debts and income taxes to 

earning retained and employed in the business ............... 243,020 
ee ae aac Ly, SNA TA 132,955 
TR ee Baa ey Klee otis Wee nt Seas $ 4,075,393 
FUNDS APPLIED TO: | 
murehdse lefahiveds assets. A PGNOTS TEQIQULY F TOT BAQUHOTE 2h $ 4,482,390 
Mewaentantriencded sdebted sctisd.. o.oo a cc bc cc ceceeedeceas. 30,695 
ee emhas Pte: -is.avationle. tu .all.operewua wugl hte ee oe 172,466 
ME ete ihc; GTS in Soe eee toe ee ee ee $ 4,685,551 
eee ioe IN Orie Capitalag.’. 4...) acs arhulh kaa, Pik ut. ae $ 610,158 

1965 

FUNDS PROVIDED BY: 
Operations 
met earnings for the yeafl bee. 0s S24gM moaromal halle .2.9 $ 626,725 
Add depreciation and other charges not involving a cash outlay— 

Ras he ie dec os nee bP RA ES OT, PRP, RUE Yd, 2,040,268 
eee) VTE Ro% 19 Bsegege way ,oe', ,1olaiy3ies vd of Jegar eit $ 2,666,993 
meocecds of saleof.fixed: assets .... -SOMAVES, ate Tae Pon 766,975 
Long-term debt incurred during the year ...............c0eeeee 285,122 
gr, ee ee eee ee hee. 29 BE «Ce oe ee 190,591 


ries SBIIW OW? OAS AOrit 2910l2 ON) Of YSIOV ESD OC Jeue Mos $ 3,909,681 


1980 JOINT COMMITTEE 


FUNDS APPLIED TO: 


Purchase Of FIX. ASSES ...ccesccccckesevecorotorerernrerererereterstetets ote Peal’ » Alara $ 4,611,013 
Payment of funded debt ..........c.c.eieie cee ore eceeseresesestie © Kish. .bairrnut 319,500 
Ce cos ees Ce all Eno os sess eB pean rere pa eee 245,032 
she L ot zs OW xs do cidieie als ale « pdtv due olwie, 6 Or UE & orate Waserenne Ns 2 wmeniorerers $ 5,175,545 


Decrease ain working capital ..........205 53 <<olliveee a eee $ 1,265,864 


Q. Mr. Urie, page 993: An inquiry relative to volume incentive and a 
subsequent performance contract. 


A. The text of the Company Performance Plan is as follows: 


SCHEDULE “B” 
FEBRUARY 24, 1966 
BURNS FOODS LIMITED 
PERFORMANCE PLAN 
MARK IV 
MEAT ONLY 


Burns Foods Limited offer the following Performance Contract for promo- 
tional advertising to all customers who are prepared to perform under the 
stipulated conditions listed herein. 


In order to qualify, the customer agrees to purchase, advertise and promote 
a minimum of 4 products from 4 different groups of the following Burns meat 
products: 


Burns Sliced Side Bacon 

Burns Sliced Back Bacon 

Burns Smoked Boneless Hams 

Burns Smoked C.O.V. Dinner Hams 

Burns Smoked C.O.V. Chateau Hams 

Burns Smoked Cottage Rolls 

Burns Sliced Smoked Ham or Smoked Ham Steaks 
Bruns S.P., C.0.V. Half Cottage Rolls 

Burns S.P., C.O.V. Back Bacon Chunks 

Burns Pure Pork Sausage 

Burns Wieners 

Burns F.S. Sliced Cooked Ham—6 oz. 

Burns F.S. Sliced Luncheon Meats—6 oz. and 16 oz. 
Burns Sliced Corned Beef—2 oz. or 4 oz. 

Burns C.O.V. Ring Sausage—all types 


Advertising must be by television, radio, newspapers or regularly distribut- 
ed flyers. Other media will not qualify without prior written approval from 
Burns Foods Limited—Marketing Division. 

The customer must advertise and promote a minimum of 4 products and all 
such products must be prominently displayed in his stores during the week of 
the promotion. 


All products must be delivered to the stores during the two weeks previous 
and the week of the promotion. 
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Prices on all products must be finalized within a maximum of fourteen days 
and a minimum of seven days prior to the date of commencement of the 
promotion. 

All Burns branded processed meat items advertised and promoted during 
the week of the ad will carry a promotional allowance of 1¢ per lb. 

All Burns fresh meats—i.e. Beef, Veal, Lamb and Pork—will carry 4¢ per 
lb. promotional allowance. 

Proof of performance in the form of flyers, newspaper tear sheets, radio or 
T.V. scripts, must be forwarded to Burns Foods Limited, National Marketing 
Manager, upon receipt of same by the local sales office. 

Provided that 4 or more Burns branded processed meat items are advertised 
and promoted, all other Burns branded processed meat items purchased for 
delivery during the week of the promotion, and the two weeks preceding the 
promotion, but not advertised, will carry a promotional allowance of one half 
cent per pound. 

Amount at least equal to these allowances must be spent for general 
in-store merchandising and the promotion of Burns products during the week of 
the promotion, and the two preceding weeks. 

At the buyers’ option, these allowances will either be taken off the face of 
the invoice by Burns Foods Limited at the time of preparing the invoice, or paid 
by cheque to the customers’ buying office. However, the customer may not make 
deductions from payment of Burns Foods Limited invoices to cover payments 
under this contract. ; 

The Performance Plan is available on an every-other-month basis and a 
maximum of 6 times per year for any individual customer, either as a single 
customer or as a chain group. 

Customers desiring to avail themselves of the Plan should enter into a 
Performance Plan Contract with Burns Foods Limited. 

This Performance Plan is subject to change or cancellation by Burns Foods 
Limited at any time without notice. 

This Plan is available to all operators who can perform according to the 
conditions of the contract. 

MARKETING DIVISION 


Q. Mr. Smith, page 999: How much would a chain store pay for a 
six-ounce package of cooked sliced ham? 


A. The Company has provided chain store list prices in the following 
manner: 


SCHEDULE “C” 


CALGARY 
Cooked Ham Selling Prices—Oct. 1966 


Chain Store 


List 
CeO oa ee near Vic aaa os came ei $ 1.44 lb. 
Grcerabeneld/14 | gasas. . ...Gh.63 . => aRitn. +s 1.44 lb. 
RTOS /2 La Mh AL. ws SCE in ce RBS 0 1.44 lb. 


RICO EAA SOD TB is hiv aus ere ola» 1.33 lb. 


1982 JOINT COMMITTEE 


Q. Mr. Basford, page 1000 and page 1011: A statement from the firm 
providing hog and cattle prices at Calgary and Toronto for the first 
complete week of February, 1965, the first week of February, 1966 
and the last complete week of October, 1966, and the actual selling 
prices for beef, pork and primary cuts for respective periods. 


A. The Company has replied in detail below: 


SCHEDULES “D-D1” 


oe Be ta 
CALGARY 
Costs—1965 
Chain 
Store 
Feb. 1 Feb. 2 Feb. 3 Feb. 4 Feb. 5 List 
Ces: Hees) Dressed .. aces seen 23.28 23.28 23.69 23.94 23.90 
Lamson. . Ye. . ores. . a. 34.86 34.86 35.56 35.96 35.92 
Tere G Vani on ean e , SERRE RR eae eee 25.86 25.86 26.56 26.96 26.92 
SCS ete nee Men ie eter’. 47.86 47.86 48.56 48.96 48.92 
TSG hae a ie Beenie erate 29.86 29.86 30.56 30.96 30.92 
Pienics Shank-On.............. 18.61 18.61 19.31 19.71 19.67 
Doins ee es. 4ee. Pe ee. A. 44,21 44.21 44.68 44.95 44.92 
Red Steers Dressed........... 37.10 36.85 37.02 36.94 37.06 
Costs—1966 
Jan. 31 Feb. 1 Feb. 2 Feb. 3 Feb. 4 
Ces Haven ressed ctu scien. 39.66 39.66 40.36 40.69 40.28 ' 
Ppanss, ee, eee, eee ees 56.11 56.11 57.24 57.78 yee 65.00 
Bellvesh) Aras ie oe ee ee. ec 53.61 53.61 54.74 55.27 54.61 62.00 
Bela. Oi gs i rn: Bhd 66.61 66.61 67.74 68.27 67.61 76.00 7 
Buttsikt.. ..visee. teaver. Hele 50.61 50.61 51.74 52.27 51.61 56.50 
Pienics Shank-On.............. 38.61 38.61 39.74 40.27 39.61 45.00 
TOMS eth dea eae 58.62 58.62 59.37 59.72 59.29 62.00 
Red Steers Dressed............ 45.41 45.95 45.27 44.59 43.90 48.50 
Oct. 24 Oct. 25 Oct. 26 Oct. 27 Oct. 28 
Ces Hogs: Dressed... nde 28 32.93 382.93 31.48 30.85 30.85 : 
Hamisny 373i). Yi eat Ad 41.43 41.43 39.87 39.83 39.83 49.00 
DCIS... es ee Os ace 40.43 40.43 38.87 38.83 38.83 56.00 
Backs: . Biescedkicr thomas fo: 67.43 62.43 65.87 65.83 65.83 79.00 
BOGS os erie tee oes 44.43 44.23 41.87 41.83 41.83 50.00 
Picnics Shank-On ene same @: | 32.43 32.43 29.87 29.83 29.83 40.00 
iQ). ees ices en nie eee 59.45 59.45 58.41 58.39 58.39 63.00 
Red Steers Dressed.....:0.9.%. 41.93 41.91 LNs aa 41.28 41.40 44,25 
Records not available for selling prices in February 1965. 
Costs submitted do not include overhead. 
25 November, 1966. 
oe D 12 
TORONTO 
Costs—1965 
Chain 
Store 
Feb. 1 Feb. 2 Feb. 3 Feb. 4 Feb. 5 List 
Ces Hors: Dressedee as. so. 28.84 29.00 28.61 28.55 29.91 
PA sarin Stn, occa 44,93 45.20 44.55 44.44 46.71 
(Deut eSumwe Gree ct etc ate te 37.56 37.84 SRG 37.05 39.42 
Backs. Ae, ia) aaa oe. 59.81 60.09 59.42 59.31 61.66 
Oe ee 39.54 39.81 39.16 39.05 41.32 
BICMOS ios «ress outta PO ees 32.94 33.22 31.49 32.44 34.77 
‘LOMsSt eae ee eee bales 49.13 49.30 48.89 48.83 50.24 
Red’ Steere Dressed.......+..:. 41.46 41.48 42.00 41.91 41.63 
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Costs—1966 

Jan.31 Feb. 1 Feb. 2 Feb. 3 Feb. 4 
Ces Hogs Dressed............. 43.35 44.78 44.19 43.83 43.64 
PIAS, Fark oh or ee aoc tte 64.86 67.24 66.25 65.65 65.34 72 
Wee igre x on eo: acetal 61.12 63.61 62.58 61.96 61.63 67 
BACK ls ES ee 80.45 82.91 81.89 81.27 80.95 86 
fC age ee die Cache (ae 62.53 64.90 63.92 63.82 64.04 66 
Ly i Cy Ae ae UN 52.34 54.78 ERIN LIE 53.16 53.90 53 
boinselnadqmes. . patihehbiiny 63.74 65.22 64.61 64.23 64.04 69 
Red Steers Dressed............ 50.60 50.69 OO ahd 51.71 50.01 OL 

Oct. 24 Oct. 25 Oct. 26 Oct. 27 Oct. 28 
Ces Hogs Dressed......,; ..... 4 33.49 33.67 33.54 34.10 34.35 
PIU Ss ALT gk Te 47.44 47.75 47.53 48.46 48.87 iV 
- gail ROA BAA RIE eta deabsn cigs 47.77 48.09 47.86 48.83 49,27 60 
LCV a bres etter Cala een pic atrie 72.60 72.91 72.69 73.65 74.08 86 
Banas dom meetin tice ake 47.73 48.03 47.81 48.74 49.16 60 
LE 1h etna \< Paling onl hectare gh: 39.24 39.55 40.39 40.29 40.71 45 
+ ST ce ea clin eriniagapnes natal dette nig 68.65 58.83 58.70 59.28 59.54 64 
Red Steers Dressed............ 47.92 47.96 47.69 47.51 47.42 492 


Records not available for selling prices in February 1965. 
Costs submitted do not include overhead. 


25 November, 1966. 


Q. Mr. Allmand, page 1007: Burns’ share of the market in the Western 
Provinces and in Canada as a whole. 

The reply to this question has been filed with the Committee. 

Mr. Basford, page 1009, inquired respecting list prices of beef on the 
Vancouver market. 

Beef prices in the Vancouver market are not available in Company 
records for the requested five year period but weekly chain store list 
prices for red steers from April 1965 are given here: 


SCHEDULE “EK” 


As requested by Mr. Basford, we submit our Chain list on red steers f.o.b. 
Vancouver. Request was made to cover the last five years; unfortunately records 
were not available beyond April 12, 1965: 


BEEF PRICE—CHAIN STORE LIST, RED STEERS 


Pie ie 


eri 12/65...-....-ce.:- Ad Nous ol7Gpns webore teen 433 Mavic"... sto 46 
CO gl ae leaded 42 8 Ne Att Tieheee War ae nee 45 
DOr) - ort bes Bare aie 13° ee Bi 45 
ayy ot dilth.d 9 ae 42 aren es 45 7 
Ov tema: 43 : D0) Esra ape 2 
ToC ees ONE, 45 eee aren ane 2 453 DD Pee es a 444 
pipet sna cc cae 46 A Dv, ine ; VOR etn een eee 453 Jul a ee as 8 442 
1 RR See er age 46 Dh, sits ib bite Gp « 453 y Lheres) st. As 44i 
Tati) SP OU Econ moe 47 it opera Mee 463 
Be rere gt 46 is ei a os a 47 RMN | Mies, SOL 464 
J SSR in anh 46 Se 4? Ange BELG saree MOY 47 
28 45 Ps aNd: eterna 50 8 46 
ES OES EG RT RL RIL PE se a lh 
July 5 46 ‘i : 15 a € ©. 6 ahah oteliet etal aliatcle re 45 
POerord's Bins es 46 Feb. mt wrsina Peledieits Tals, =) 5s. 91s, teres « = a oa 18 Whelin: meh Cevalcls Pals a. 6 oi 
ge Ries: Suc els SRE Se eas Ze. We lant Dans, ote tee rete eer 
=r» COREE, ee 21. eee eee ee eee ee Bop inn ss. ee eee. 453 
Aug. i ek mek eo ted 453 Oe OR ev dase 48 12 See ee 47 
eet ae ee ES RC tio or gene - Lge te i 48 
renee eee ences 2 PEI AD Ayo BS 
AER hd ee a 45 Dimantih ss Sere. t a ee 46 Oct. fey Dahinda B 183 
ie £6. ch 442 OES eae Se 46 ‘eae dee 464 
apy, i 2 tela a4 ie Fe ny | 47 re Gyale age NR gi — 
ee) Le 44 Diet cee. we 46 RT.’ Sen hes) 462 
RS See 44 1S Roy esate 454 
a 
SS per Sere 44 Mn gs EAT ILE DS ou 
PGi 88... ete... 44 Mat oheta bie ...aee 453 
BN a ad Mere 44 ee eee 46 
rea ss SMa S| 44 WON ees 46 


25 November, 1966 


1984 
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Loblaw Groceterias Co. Ltd.—Proceedings No. 10. 


Supplementary information supplied by the Company arising out of their 


hearing before the Committee on October 20, 1966: 


Nonoperating companies of 
George Weston Ltd. 


Sunbeam Bakeries Ltd. 

Jackson Newport Foods Ltd. 

Montreal Biscuit Co. 

Cartier Biscuits Ltd. 

Philpotts Breads & Cakes 
Ltd. 

Independent Biscuit Co. 

Edmonton City Baking Ltd. 

Merry Maid Studios Ltd. 

W. Paterson Brantford Ltd. 


Nonoperating companies of 
National Tea Co. 


National Tea Co. (Del.) 

National Food Stores (Del.) 

Food Centre Stores Inc. 

Standard Grocery Co. 

Capitol Stores Inc. 

Heinemann Foods Inc. 

All American Stamp & Prem- 
ium Corp. 

Foodmart Ine. 

Farmex Drugs Ine. 

Schmidt’s Bake Shop Inc. 

Schneider’s Modern Bakery 
Inc. 


SCHEDULE “A” 


Nonoperating companies of 
Food Markets Holdings Ltd. 


Super City Markets Ltd. 

Big Discount Ltd. 

Big Discount Foods Ltd. 

Giant Discount Ltd. 

Giant Discount Foods Ltd. 

Super Discount Ltd. 

Super Discount Foods Ltd. 

Fine Fair Supermarkets Lta. 

Shop-Rite Stores Ltd. 

Shelly Brothers Ltd. 

Digby Wholesalers Ltd. 

Gray's Wholesalers Lid. 

W. L. Hogan Ltd. 

Summerside Fruit Co. 

Hankins Fruit & Produce 
Ca. 

Hill Brothers Ltd. 

Barnaby Store Lid. 

Atlantic Foods Ltd. 

Schofields Realty Ltd. 

Save-Easy Supermarkets Ltd. 

Lucky Dollar Investments 
Ltd. 

iL: ES Cairns’ Co? 

McKenzie, Irish & McDonald 
Ltd. 

Gold Medal Products Ltd. 

Maecmar Fruit (Cornwall) 
Ltd. 

Ramart Sales Ltd. 

Ramart Properties Ltd. 


SCHEDULE ‘B”’ 


Nonoperating companies of 
Dunedin Investments Ltd. 


Associated Foods Stores Ltd. 

Canada Nut (1951) Ltd. 

Grand Union Markets Ltd. 

Kadana Foods Ltd. 

Kelly Dcuglas of Canada Ltd. 

Market Basket (1960) Ltd. 

Regal Fruit Products Ltd. 

Spuirre! Brand Products Ltd. 

Superior Food Stores Ltd. 

Sussex Manufacturing Ltd. 

By'n’ Save Food Stores Ltd. 

Nelson Supermarkets Ltd. 

P, W. Robertson Ltd. 

Murray Jam Ltd. 

Kingsway Frozen Foods Ltd. 

Calvanus Catering Services 
Ltd. 

Orient Tea Co. 

Trade Roasting Co. 

Red Scissors of Canada Ltd. 

Lucky Green Co. 

Peak Sales Aids Ltd. 

Lion’s Gate Merchandisers 
Ltd. 

Owl Drug Stores Ltd. 

Liggett Owl Drug Co. 

Marrick Drug Stores Ltd. 


LOBLAW GROCETERIAS CO., LIMITED 


Cost of Wages, including Fringe Benefits as a Percentage of Sales 


Fiscal Year 


1961-62 .... 
1962-63 ... 
1963-64 ... 


1964-65 


1965-66 ... 


NOTE 


aS 6 2 


Wage Cost 
% of Sales 


10.4 
ea 
10.5 
10.3 
10.5 


In determining the percentage of total salaries and fringe benefits 
to reported Canadian Retail sales, a broad sample of representative 
companies was selected. This sample covered more than 66% of the 


total sales. 


Due to the complex operations of the group, it is not practical 
to carry out this calculation with respect to all the retail sales. 
However, a general application of these percentages would give a close 
approximation of the total wage costs for the respective years. 
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SCHEDULE “C” 


LOBLAW GROCETERIAS CO., LIMITED 
SumMMary or CanapiAn Rerary OppRATIONS 


—————S—sSsss—SSSSssSsS—S————— en 
Reported Profit Percentage Profit Per 
Sales Share To Sales Share* 


(000,000) (000) % $ 


498 9,860 1.98 8.96 
522 10.022 1.92 9.33 
552 10,488 1.90 9.88 
580 11, 136 12 10.62 
613 11,524 1.88 11.01 


Fiscal Year 


1962. 
1963. 
1964. 
1965. 
1966. 


*Profit per participating shares (second preference and common) after dividends provided on a pro- 
rata basis on First Preference shares, A and B Series, applied to Reported Canadian Retail Profit. 


Since the accounts of the company are prepared on a consolidated basis, the profit attributable 
to the reported Canadian retail sales is on an estimated basis. Carrying costs of investments in 
non-Canadian subsidiaries and dividends from such subsidiaries, subject to withholding taxes, 
are included in the above profit. 


CHART D7 


| Perrin Investments 


Megargy Investments 
Ltd, : 


t Ltd, 100% 


100% | 


4 British Columbia 
Packers Ltd, 
69% 
Co. 100% 
pet 100% American Biscuit 
Véhaling Co, 57% 2 
J. H, Todd & Sons : 
50% | : 
Edmunds & Walker Devon Dairies 
wy u Ud 100% | 
B.C. Packers Newloundiand | 8 = 
Ltd, 100% 
John Redden Net Co. 
WS) 50% 
Coast Oyster 
“4 Co. U.S) 35% fe 
Willapa Oyster Farms 
20% 
Tokepoint Oyster Co, 
4 Consolidated 100% 
Boypoint Oyster 
Farms €2% 
Humbolt Oyster Co, 
d 100% 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 


For the Senate 
Hon. David A. Croll, Chairman 


the Honourable Senators 


Carter, Hollett, O’Leary (Antigonish- 
Cook, Inman, Guysborough), 
Croll, McDonald (Moosomin), Thorvaldson, 
Hastings, McGrand, Urquhart, 


Vaillancourt—(12). 


For the House of Commons 
Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McLelland, 
Andras, Horner (Acadia), O’Keefe, 

Basford, Irvine, Olson, 

Cashin, Leblane (Laurier), Otto, 

Choquette, Lefebvre, Ryan, 

Clancy, MacInnis, Scott (Danforth), 


Code, 


Mandziuk, 


Smith, 


Crossman, McCutcheon, Whelan— (24). 
36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House 
on Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 


1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 


Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 


House of Commons appointed to enquire into and report upon the prob- 
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lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


Extract from Minutes of the Proceedings of the Senate, Tuesday, Novem- 
ber 22, 1966:— 
The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 
Cost of Living. 


The question being put on the motion, it was— 
Resolved in the affirmative. 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, December 13, 1966. 


Pursuant to adjournment and notice the Special Committee on Consumer 
Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Inman, McGrand, O’Leary (Antigonish-Guysborough) and Thor- 
valdson.—6. 


For the House of Commons: Allmand, Basford (Joint Chairman), Irvine, 
Lefebvre, MacInnis, Mandziuk, McCutcheon, McLelland, O’Keefe, Olson, Smith 
and Whelan.—12. 


In attendance: Dr. R. Warren James, Special Assistant, Mr. John J. Urie, 
Q.C., Counsel. Mr. Marcel Joyal, Q.C., Associate Counsel. 


On motion of the Hon. Senator Carter, seconded by Mr. Lefebvre, supple- 
mentary information submitted by Canada Packers Limited, Canadian Canners 
Limited, Colgate-Palmolive Limited, Couvrette et Provost Ltée., General Foods 
Limited, Gerber Products of Canada Limited, Kellogg Company of Canada 
Limited, Lever Brothers Limited, M. Loeb Limited, Steinberg’s Limited and 
Western Grocers Limited was ordered to be printed as Appendix No. 12 to these 
proceedings. 


The following were heard: 


The Institute of Canadian Advertising: Mr. Bryan Vaughan, President; 
Mr. Wilfrid L. Charland, Membre Personnel; Mr. C. Warren Reynolds, 
Director; Mr. George G. Sinclair, 2nd Vice-President; Mr. John N. Milne, 
Personal Member; Mr. John M. Milne, 1st Vice-President. 


At 1.00 p.m. the Committee adjourned. 
At 3.00 p.m. The Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Inman, McDonald (Moosomin), McGrand, O’Leary (Antigonish- 
Guysborough) and Thorvaldson.—’. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, MacInnis, McCutcheon, O’Keefe, Smith and Whelan.—8. 


In attendance: Dr. R. Warren James, Special Assistant. 

The following were heard: 

Grocery Products Manufacturers of Canada: 

Mr. Philip Moyes, President. 

Mr. S. Roxan, Statistician. 

At 6.00 p.m. the Committee adjourned to the call of the Joint Chairmen. 


Attest. 
John A. Hinds, 
Assistant Chief, Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Ottawa, Tuesday, December 13, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator Davip A. CrRoLL and Mr. Ron BASForD, M.P., Co-Chairmen. 
Co-Chairman Senator CROLL: The meeting will come to order. 


First, I want to table for the record supplementary information arising out 
of recent hearings before the committee from: Canada Packers Limited; 
Canadian Canners Limited; Colgate-Palmolive Limited; Couvrette et Prevost 
Ltée; General Foods Limited; Gerber Products of Canada Limited; Kellogg 
Company of Canada Limited; Lever Brothers Limited; M. Loeb Limited; 
Steinberg’s Limited; and Western Grocers Ltd. That is some of the information 
for which we asked. 


(See Appendix No. 12) 


I wouid also like to have to have the concurrence of the committee to print 
some supplementary information of two or three other firms that may come in 
today or tomorrow, or within a few days, so that the record will be complete. 
Is it agreed? 


MEMBERS OF THE COMMITTEE: Carried. 


Co-Chairman Senator CRoLL: We have before us this morning the Institute 
of Canadian Advertising. Mr. Bryan Vaughan, the President, is on my left. You 
have before you both the brief and ‘“‘The Economic Implications of Advertising’’. 
Of course, the second document is an excellent reference, which will go into 
our library, and you all have copies. The brief will be placed on the record. 


Mr. WHELAN: Mr. Chairman, I do not claim to have read thoroughly this 
document entitled “Economic Implications of Advertising,” by Professor O. J. 
Firestone, but it is one of the best articles on this subject that I have ever seen. 
Is there no way by which this could also be printed in our proceedings? 


Co-Chairman Senator Cron: Mr. Whelan, our printing bills are running 
very high, and we have been trying to put on the record only that which we 
think is the most useful for all purposes. This is a very lengthy document, and I 
_ do not think we would be justified in having it printed. 


Mr. WHELAN: It is a very good presentation of the subject. 


Co-Chairman Senator CROLL: Yes, but every member has a copy, and there 
are copies in the library. 


Mr. WHELAN: I think the public will be interested in it. 


Co-Chairman Senator CROLL: You can leave it to the advertising people to 
bring it to the attention of the public. 
Will you proceed, Mr. Vaughan. 
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Mr. Bryan Vaughan, President, Institute of Canadian Advertising: Thank 
you, Mr. Chairman. Honourable members of the Special Joint Senate-House 
Committee and ladies and gentlemen, when the Canadian Institute of Adver- 
tising was invited to appear before you today we welcomed this opportunity to 
endeavour to be of assistance to you in the very important assignment you have 
undertaken. We feel that your deliberations are going to be of considerable 
significance to all Canadians, and you may certainly be assured of our utmost 
co-operation in providing you with all the information we can make available. 

I should like at this point to say just a word about our Institute. The 
Institute of Canadian Advertising, which is also incorporated as ‘“V’Institut de la 
Publicité canadienne”, is the trade and professional organization of the adver- 
tising agency industry in Canada. 

There are 49 corporate members of I.C.A., including all of the major 
advertising agencies in this country. These agencies place on behalf of their 
clients, large and small, close to $400 million annually in Canadian media. 
Upwards of 200 senior personnel from these agencies are also members of the 
Institute, on a personal basis. 

With me today are the officers of the Institute. On my left is Mr. C. Warren 
Reynolds, who is a director of I.C.A. and a director of Ronalds-Reynolds and 
Company. 

Next to Mr. Reynolds is George G. Sinclair, the chairman of MacLaren 
Advertising Company Limited. Next to him is Mr. John M. Milne who is the 
First Vice-President of I.C.A. Then there is Wilfrid L. Charland, Chairman of 
McKim Advertising Ltd., and John N. Milne, who, in addition to a number of 
other things, is Vice-President of MacLaren Advertising Company Limited. 


We have also with us our staff executive, Geoffrey W. Smith, C.A.A.P. This 
“C_A.A.P.” may be of interest to you because Geoffrey Smith is one of the first 
graduates of our four-year course. It is a four-year extramural course, and over 
four hundred people have already taken it. This is one of the efforts that we are 
making as an organization to try to improve our professional standards. 

I should like at this time to ask Mr. Charland to say a few words “en 
francars’. 


M. Wilfrid L. Charland, Membre Personnel, l'Institut de la Publicité Canadienne: 
Monsieur le président, distingués représentants du Sénat et de la Chambre 
des Communes, mesdames et messieurs, tout d’abord une note d’explication. 
Vous avez recu cette documentation. C’est assez volumineux. Vous avez re- 
marqué sans doute une chose qui nous ennuie énormément; c’est que ces 
brochures ne contiennent pas de traduction francaise, que nous aurions voulu 
vous présenter ici aujourd’hui. Toutefois, nous avons, séparement, préparé lin- 
troduction et les conclusions en francais. Cela sera disponible, et je crois que M. 
Smith aura tout le nécessaire. Encore une fois, nous nous excusons. C’est assez 
volumineux, ce qui veut dire qu’il y a eu énormément de temps consacre a lag 
préparation de ce mémoire. Je ne peux que m’en excuser et je le regrette 
énormément. 


Si vous me le permettez, monsieur le président, je crois qu’il est entendu 
que je puis lire l’introduction en frangais. 

Notre Association a été heureuse de recevoir, il y a un mois, une invitation 4 
comparaitre devant le Comité conjoint du Sénat et des Communes sur le crédit a 
la consommation et a présenter, entre autres sujets connexes, le rdle que joue la 
publicité dans l’économie canadienne, sa contribution a la croissance économique 


et au bien-étre social, l’influence qu’elle exerce sur les prix et sa contribution a la 
satisfaction du consommateur. ‘ 
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Nous sommes trés conscients de l’inquiétude qu’éprouvent les Canadiens 
devant le probléme de la hausse des prix et de Vimportance de cette enquéte 
parlementaire. Tout comme nos clients, nous partageons cette inquiétude concer- 
nant la montée des prix de revient, car elle touche a presque tous les aspects du 
commerce. A titre de conseils en publicité, nous accueillons avec plaisir cette 
occasion d’offrir au Comité toutes nos connaissances sur la portée économique et 
sociale de la publicité et de présenter des points de vue pertinents basés sur notre 
expérience. 

Permettez-nous tout d’abord de décrire briévement aux membres du Comité 
le role que notre Association joue dans ce domaine complexe qu’est la publicité. 

L’institut de la Publicité canadienne, ccnstitué également en corporation 
sous le nom de The Institute of Canadian Advertising, compte 49 membres, tous 
ces membres sont des agences de publicité en affaires au Canada. Ces membres 
versent quelque $400 millions tous les ans aux différents médiums de publicité. 


Notre tache primordiale consiste A planifier, A créer et a distribuer des 
campagnes de publicité au nom de nos clients, en loccurrence des maisons 
d’affaires, petites et grandes, des institutions, des associations et des gouverne- 
ments. 

Bien que nos membres étudient ensemble certains problémes industriels, ils 
se font vigoureusement concurrence en affaires. Cette concurrence, la multiplica- 
tion des raffinements apportés aux points de vente et l’accroissement des frais 
genéraux ont ouvert la voie, particuligérement au cours des années d’aprés- 
guerre, a des études et a des recherches scientifiques poussées afin de garantir le 
rendement maximum des frais publicitaires. Nos members, individuallement ou 
par l’entremise de l'Institut, ou d’autres organismes, travaillent & améliorer 
Vefficacité de la publicité par: 


(i) étude scientifique des marchés, ou analyses géographiques, sociales 
et Economiques des besoins et des préférences du consommateur, afin 
d’établir la demande actuelle et future de divers genres de produits et 
de services. 

(ii) étude scientifique des médiums qui analyse et compare l’efficacité 
des divers moyens de communication en regard des clients actuels ou 
en puissance. 

(111) Peétude scientifique de la publicité qui évalue, en fonction du degré 
de lecture et d’autres résultats, l’efficacité des moyens de communica- 
tion choisis et des techniques de communication employées. 

(iv) lorganisation hors faculté de cours trés advancés de publicité. 

(v) la publication d’un journal professionnel qui s’appelle Stimulus. 


En qualité d’agences de publicité, nous travaillons constamment a améliorer 
les services offerts 4 nos clients et A suivre certains préceptes éthiques et 
professionnels. En annexe, on trouvera nos Régles de conduite, le Code canadien 
des standards de la publicité, un aprecu des cours éducatifs donnés, ainsi que la 
description des recherches scientifiques et autres activités connexes auxquelles 
nous participons de concert avec d’autres organismes. 


Nous témoignons auprés du comité conjoint du Sénat et des Communes sur 
le crédit 4 la consommation et présentons nos points de vue sous les dix 
rubriques suivantes: 


1. La définition de la publicité. 

2. Le réle de la publicité. 

3. Les avantages de la publicité. 

4. Est-ce que la publicité est un gaspillage? 

5. L’autoréglementation de la publicité. 

6. La réglementation publique de la publicité. 

7. La publicité a l’échelle nationale et les marques privées. 
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8. La publicité et la hausse des prix. 
9. La taxe de publicité. 
10. Conclusion. 


Nous avons cru que les membres de ce comité s’intéresseraient non seule- 
ment a notre point de vue mais aussi a l’analyse du réle de la publicité, vu par un 
économiste indépendant. C’est pourquoi nous avons demandé au Professeur O. J. 
Firestone, vice-doyen de la faculté des Sciences sociales de l’Université d’Ottawa, 
de préparer une étude scientifique sur «la portée économique de la publicité». Le 
professeur Firestone est auteur du livre Broadcast Advertising in Canada, Past 
and Future Growth, réecemment publié, et de plusieurs autres livres traitant de 
V’économie. 

Nous espérons qu’une telle étude indépendante sera utile au Comité conjoint 
du Sénat et des Communes sur le crédit 4 la consommation et nous présentons ce 
document du professeur Firestone séparément et 4 titre de service public. 


Respectueusement soumis. 
L’Institut de la Publicité canadienne. 


Mr. VAUGHAN: Thank you, Mr. Charland. Our brief is as follows: 


The Institute of Canadian Advertising, also incorporated as “‘l’Institut de la 
Publicité canadienne”, is the trade and professional organization of the adver- 
tising agency industry in Canada. 

There are 49 Corporate Members of ICA including all of the major 
advertising agencies in this country. These agencies place on behalf of their 
clients, large and small, close to $400,000,000 annually in Canadian media. 
Upwards of 200 senior personnel from these agencies are also members of 
the Institute, on a personal basis. 


Representing the Institute here today are the following: 


Bryan Vaughan, President, ICA, and President 
of Vickers & Benson Ltd. 

John M. Milne, lst. Vice-President, ICA, and President of 
Pemberton, Freeman, Mathes and Milne Limited 

George G. Sinclair, 2nd. Vice-President, ICA, and Chairman and 
President of MacLaren Advertising Company 
Limited 

C. Warren Reynolds, Director, ICA, and President of 
Ronalds-Reynolds & Company 

Wilfrid L. Charland, Chairman, Board of Directors, 
of McKim Advertising Ltd. 

John N. Milne, P. Eng., Chairman, BBM Bureau of Measure- 


ment, Director, Canadian Advertising Research 
Foundation, Vice-President, MacLaren 
Advertising Company Limited and Personal 
Member, ICA 


Geoffrey W. Smith, CAAP, Staff member, ICA 


INTRODUCTION 


1. The Institute of Canadian Advertising was pleased to receive an invita- 
tion to appear before the Special Joint Senate-House of Commons Committee on 
Consumer Credit (Prices) and to deal with the role of advertising in the 
Canadian economy, the contribution it makes to economic growth and social 
welfare, its effects on consumer satisfaction and prices, and related matters. 
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2. We appreciate the degree of concern felt among Canadians when con- 
fronted with the problem of rising prices, and realize the importance of this 
Committee’s enquiry into the subject. We and our clients share the concern over 
the cost-price squeeze, for it affects almost every aspect of doing business. As 
professional people engaged in the advertising field, we welcome the opportunity 
to make available to the Committee any information we may have on the 
economic and social effects of advertising, and to present relevant points of view 
based upon our experience. 


3. May we first describe briefly for the Committee our role in the adver- 
tising complex. Our basic function is to plan, create, and place advertising on 
behalf of our clients, who include business firms of every size, institutions, 
associations and governments. 


4. Although our members work together on certain industry problems, they 
compete vigorously with each other for business. This competition, plus the 
growing sophistication of the marketplace, and the increasing costs of doing 
business, have led, during the post-war years particularly, to an increased 
emphasis on research, to ensure that advertising expenditures obtain maximum 
effectiveness. Individually, and through the Institute and other organizations, 
our members endeavour to improve advertising efficiency through: 


(i) Market research, through socio-economic and demographic stud- 
ies of consumer wants and preferences, so as to define demand 
for various types of goods and services, both existing and con- 
templated. 


(ji) Media research, which analyzes the comparative effectiveness of 
various channels of communication with present and potential 
customers. 


(iii) Advertising research, which assesses in terms of readership and 
other results, the effectiveness of the communication channels 
selected and the communication techniques employed. 


(iv) Conducting intensive extra mural courses in advertising. 
(v) Publication of a professional journal, Stimulus. 


5. As advertising agencies, we are continuously endeavouring to improve 
the services we render to our clients and to dollow certain principles of profes- 
sional and ethical conduct. Appended to this brief are our Standadrs of Practice, 
_ Code of Ethics, the Canadian Code of Advertising Standards and an outline of 
our educational courses. 


6. We are presenting to the Special Joint Senate-House of Commons 
Committee on Consumer Credit (Prices) our views under the following nine 
headings: 


. Definition of Advertising 
Role of Advertising 

. Benefits of Advertising 

Is Advertising Wasteful? 
Product Differentiation 
Regulation of Advertising 
Advertising and Inflation 
Tax on Advertising 

. Conclusion 
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7. We felt that in addition to our views your Committee would be interested 
in an assessment of the role of advertising as seen through the eyes of an 
independent economist. We have, therefore, asked Professor O. J. Firestone, the 
Vice-Dean of the Faculty of Social Sciences of the University of Ottawa, to 


1996 JOINT COMMITTEE 


prepare a professional analysis of “the economic implications of advertising”. 
Professor Firestone is the author of the book ‘Broadcast Advertising in Canada, 
Past and Future Growth,” recently published, as well as of many other books 
on economic subjects. 


8. We hope that such an independent economic analysis will be of help to 
the Special Joint Senate-House of Commons Committee on Consumer Credit 
(Prices) and we are submitting Dr. Firestone’s study separately as a public 
service. It accompanies this brief as an exhibit. 


DEFINITION OF ADVERTISING 


9. Before presenting our observations on the role of advertising, we would 
like to define advertising itself. 


10. In the present-day era of mass production and mass markets, advertising 
may be described as the paid use of mass communications. It involves the 
purchase and use of space or time in the following five classifications of media: 

(i) newspapers, including dailies, weeklies, and weekend supplements 
(ii) the so-called electronic or broadcast media, including radio and 
television 
(iii) magazines and other periodicals, including business, trade and farm 
papers, directories, etc. 
(iv) outdoor and transit, including bill boards, busboards, etc. 
(v) direct mail, which covers advertising sent through the mails 


11. Messages in the various media may be run any number of times by any 
number of people—by public service institutions, by cultural and non-profit 
organizations and by governments; but in our society by far the greatest use of 
advertising is by business people to disseminate information about the availabili- 


ty and desirability of goods and services, in order to develop present or future 
sales. 


12. All three elements in the definition are relevant—paid use, mass, and 
communications. Publicity and public relations may often have the same or 
similar objectives and use the same media but are not advertising; price-off 
deals, premiums, and trading stamps are often used by manufacturers to sell 
goods and services—the two latter are generally handled by several specialized 
organizations—but they are classed as promotion, not advertising. Similarly, the 
salesman at the door is not advertising. But all these are alternative ways of 
attracting attention, and creating consumer acceptance—and, as alternatives, — 
they are competitors for the advertising dollar. 


13. We propose in our brief to discuss only our own field of en- 
deavour—advertising itself—the paid use of mass communications. 


THE ROLE OF ADVERTISING 


As soon as the division of labour has once established itself in a_ 
community, two principles at once begin to be important, of which time is | 
the very essence. These are: “First, that as goods are produced to be 
exchanged, it is good that they should be exchanged as quickly as pos- 
sible. “Secondly, that as every producer is mainly occupied in producing — 
what others want, and not what he wants himself, it is desirable that 
he should always be able to find...others who want what he can 
produce. ‘ 


. 

Walter Bagehot, English economist » 
and sociologist, in “Lombard ‘ 
Street” (1873). F 
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14, Advertising is the natural handmaiden of an industrial society. Mass 
production requires mass markets—and this leads to the use of mass communi- 
cation techniques. 


15. The discovery of tools and the introduction of technology changed the 
whole nature of society. In North America we do not individually produce our 
own food, weave our own clothes, build our own homes. We live in a complex 
age of barter, all of us interchanging our time, energy and talents for money 
with which we purchase goods and services produced by our fellows. Hence our 
society has been described as a marketplace, all of us buying and selling to one 
another. 


16. If we are to exchange or “sell” our talents, it is inevitable that we should 
find ways of drawing attention to them. Consequently, the marketplace may on 
occasion become somewhat clamorous. But description and display are built-in 
characteristics of the market; and the role of advertising today can be analyzed 
objectively only against the background of a marketing society. 


17. The role of advertising in our culture has probably been given further 
impetus because our society, within very broad limits, is both free and competi- 
tive. Some critics attack the whole concept of advertising because they are 
convinced of the merits of regimentation and the fully-planned economy. Should 
Canadians ever choose to live in such a society, then the importance of advertis- 
ing might well diminish considerably. 


18. The manufacturer—or distributor—will spend money on advertising 
only when he is convinced that it will be more productive than other methods of 
building business. Many other factors will also offset sales—factors such as 
quality, style, price, availability, packaging, company, product and service repu- 
tation, the nature of the competition, and the strength of other appeals at the 
same time for the same dollar. | 


19. There are also other avenues of communication. The most effective, and 
the oldest, remains face-to-face conversation. But this is neither easy nor 
economical with a vast national market, though a few major firms still rely 
essentially on door-to-door salespeople to move their product. For the average 
manufacturing firm, however, one survey showed that the cost of a salesman 
visiting a customer was $33.55 a call—and it often takes several calls to 
complete the sale. In addition, much of today’s selling to the consumer is done 
through the supermarkets, or other self-service centres where customers make 
little contact with the sales personnel, and where their product familiarity is 
primarily based upon previous experience, the recommendations of friends or 
advertising they have seen before entering the store. Insofar as sales to business 
are concerned, in a major enterprise many individuals may influence a buying 
decision—the foreman, the plant supervisor, the controller, the purchasing 
agent, technicians, and top management. Advertising can be used to reach 
all echelons efficiently and economically. 


20. In Canada, advertising can also contribute in a broader way to our 
national wellbeing. Over the years, about one-third of our national income dollar 
has come from trade. Canada is endowed with a vast heritage of natural wealth; 
due to circumstances of geography and history we are unduly dependent upon 
one market as a source of sales and investment. We need to broaden our sales 
base by finding new markets abroad and by cultivating the home market more 
intensively, and we need to diversify our sources of investment capital. 


21. These are natural tasks for advertising. One Ottawa trade official tells of 
a Canadian manufacturer who spent $100 on his first advertisement in a Nigerian 
newspaper and received $250,000 worth of new business as a result. Rarely does 
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the advertising dollar bring such dramatic and rapid return, but the instance, 
even though not typical, indicates the value of advertising in promoting the sale 
of Canadian products and services abroad. Countries where such sales are 
made in time become potential sources of capital, for individuals and com- 
panies tend to invest in countries where they already have prior business ex- 
perience. 


22. Obviously, advertising is no cure-all for every sales slump. An excellent 
advertising campaign may not benefit an unsatisfactory product—indeed, the 
campaign may hasten the product’s demise. This is because the investment in 
launching a new product is considerable. Months are spent on research, on 
market and product testing, on drawing up specifications for supplies, equipment 
and manufacture. To recoup this investment, the manufacturer usually depends 
not only on sales, but on repeat sales—and that means developing a host of 
satisfied customers. If the customers find that the product does not live up to 
their expectations, the strong probability is that they will refuse to buy again, 
and further, may become a powerful anti-sales force in the market. As a 
consequence, the product will perhaps soon disappear, and the manufacturer 
faced with a severe loss. The more people find out quickly that a product is 
inferior, the more rapidly we would expect sales to suffer. Thus, one effect of 
good advertising will often be to destroy a bad product. 


BENEFITS OF ADVERTISING 


23. Advertising intelligently used benefits both buyer and seller. It is gener- 
ally accepted that the buyer benefits because through advertising he learns of 
the various products available, is enabled to compare them with his immediate 
and long-term wants, and also learns about new products. He also benefits 
through the lower prices often achieved through the economies of mass produc- 
tion which advertising helps make possible. 


24. The element of competitive advertising in the marketplace also benefits 
the buyer, as it provides an incentive to producers to raise quality, lower prices, 
and innovate with new products or product improvements. 


25. For example, a year ago the research officer for the Hydro employees 
local of the Canadian Union of Public Employees, Mr. Navin Parekh, pointed out 
that a study showed food prices were lower in Toronto and other metropolitan 
centres than in smaller towns. Mr. Parekh gave as two of the reasons “highly 
competitive market because of several larger chain stores” and ‘‘better consumer 
knowledge because of extensive advertising”’. 


96. The seller also benefits because advertising frequently helps stabilize 
production, may lower production costs through building up increased volume, 
and can often decrease his sales expense; and, of course, advertising provides 
him with a ready gateway to the market when he has new products to introduce. 


°7. Some of these contributions of advertising also benefit the community. Ing 
our industrialized and productive economy, the country’s economic wellbeing © 
depends to a great extent upon a high degree of employment and a reasonable 
degree of business prosperity. By helping to uncover new markets and expand 
existing ones, advertising contributes to both these objectives; for as an element 
in stimulating sales it helps sellers to provide jobs, pay wages, taxes and © 
dividends, and improve products, plants and equipment. 


28. There is one other benefit of advertising of particular significance in our 
democratic society. A free press is regarded as the bastion of a free society; yet 
few magazines or newspapers of any stature could survive in our economy 

/; 


( 


CONSUMER CREDIT 1999 


without advertising. The Royal Commission on Publications stated in its Report: 
“A periodical may have a competent management and editorial distinction; but 
without advertising income to meet publication costs, such merit will become 
only a memory.” And of course the two other major information media of our 
day, radio and television, also depend upon advertising revenues for their 
existence. 


29. This is not to say advertisers buy space or time in these media as a public 
service—though they sometimes donate their messages for that purpose—nor as 
an act of democratic benevolence. Rather, business utilizes these media because, 
in reaching vast numbers of people at one time, they represent practical avenues 
to increased public awareness of a product or service—and this awareness may 
mean a shortened, economical route to increased sales. 


30. When advertising agencies purchase space in a newspaper or a magazine 
for an advertiser, they are buying reader traffic, an exposure to a certain type of 
audience which the editor has already attracted to his publication. The advertis- 
ing is designed to convey appropriate messages about appropriate products, 
selected on the basis of the nature of the audience the editor provides. 


31. The surest way to lose the interest of that audience, and thus undermine 
the value of the advertiser’s investment, would be for the advertisers or the 
advertising agencies to try to influence the nature of contents, directly or 
indirectly. 


32. The dividing line between editorial authority and integrity and paid 
advertising content is very clearly defined, and fiercely guarded by the editorial 
staff; and we respect that distinction, as a matter of principle and as a matter of 
good business. 

IS ADVERTISING WASTEFUL? 


33. The question has been raised “Is advertising wasteful?” The answer is 
“sometimes’”’. 


34, There are several reasons why this is so. One is the nature of our 
economy, structured around the profit-and-loss system, and operating under 
competitive conditions. 


35. In such a climate, management makes constant war on waste, for waste 
contributes to higher costs. The manufacturer who spends money on advertising 
when he could choose more productive channels of business development is 
wasting his resources. In our experience, client management is on guard against 
waste in advertising just as vigorously and as constantly as it watches for waste 
in material supplies, in work processes, and waste in time and effort. Wasted 
dollars, whether they be in advertising or any other part of the productive 
process, represent a needless cost and indicate management inefficiency; and 
inefficient companies operate at a severe handicap in a competitive atmosphere. 


36. Advertising agencies similarly operate in a competitive climate. If an 
agency is not conscientious in trying to get maximum value for the client’s 
dollar, it will soon be looking for another client, just as the inefficient client is 
likely to soon find it necessary to seek a new source of customers. 


37. Because of the high investment expense required, manufacturers today 
spend many months on market research—testing new products, and checking on 
consumer reaction and preferences before getting ready for national distribution. 
Ideally, a manufacturer would then develop a product suited in quality, style 
and price to a certain section of the market, and would spend his advertising 
dollars describing his product to only those interested and in an immediate 
Position to buy. But how can one pick the precise time when a precise individual 
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has the time, money, and inclination to make a specific purchase? The cost of 
isolating such individuals may be totally uneconomic. Mass media in a sense are 
bound to be wasteful—only a small percentage of the readers of a newspaper 
will read a particular advertisement—but the expectation is that response from 
that percentage wlil more than justify the cost, and the cost itself may be far 
less than other methods of selecting potential customers. Waste in communica- 
tion is a highly relative term. 


38. In addition, there are waste factors within advertising itself. There is 
poor advertising, just as there is poor design, and obsolete machinery, and 
outdated work procedures. Later in this brief we will outline some of the steps 
what percentage will more than justify the cost, and the cost itself may be far 
waste. But certainly it must be conceded that some advertising is inefficient per 
se, and we are not here to defend it. 


39 In addition to those advertising campaigns which are not soundly con- 
ceived, or are misdirected, a campaign may be wasteful because of too much 
advertising—or because of too little. Theoretically, one should stop advertising at 
the point at which another dollar invested will not bring in more than a dollar’s 
worth of sales. This exact point is difficult indeed to determine. The effect of 
advertising is cumulative and most brand advertising is long range; meanwhile, 
at any point in time the economic outlook may alter, a competitor may introduce 
a superior product, or a new promotion, or a better advertising campaign, or cut 
prices, or component products may become unavailable or rise sharply in 
price—and such factors amy change the whole complexion of the marketplace. 
No matter how carefully the available relevant data is collected and assessed, the 
unforeseen and the imponderable can combine to make the sales forecaster look 
inspired or inept. It is difficult enough to evaluate advertising influence after the 
campaign is over; but to predict response precisely is at present beyond us. And 
this is understandable, for we are dealing, not only with the unknown future 
factors in the market, but with human motivation and response. 


40. From the viewpoint of society, this unpredictability probably provides a 
degree of protection. No doubt each advertising agency, like each political party, 
would like to develop a formula that would guarantee immediate and everlast- 
ing favourable support; but none of us, advertisers or elected representatives, 
would be happy to see our competitors come up with such an achievement, and 
there is little doubt that society is all the better because people insist on mak- 
ing their own choices in the marketplace and the political arena. 


41. The question of waste in advertising raises another implication which 
concerns us all, namely “Does advertising increase the cost of goods?” 


42. If a business is to operate at a profit, all costs of production, including 
advertising, must be covered by the selling price. It is the consumer who pays for 
all wages, fringe benefits, material supplies, plant and equipment, taxes, sales 
promotion and advertising. But to the buyer these expenses can represent value 
and investment. And additional expense does not necessarily mean extra cost. 
Indeed, the contrary is often true. A new and expensive piece of machinery may 
reduce production costs and result in lower prices; a wage increase or additional 
fringe benefit, if it results in increased productivity, in reducing costs and mak- 
ing possible lower prices. 


43. In our experience advertising, properly used, represents this type of 
investment. It has been estimated, for example, that a handmade car would sell 
for some $50,000; a single copy of a book might run to $5,000 or $10,000 de- 
pending upon the author, the artwork, the type of paper, binding, etc. But 
advertising helps to sell thousands of cars and books so that the manufacturers 
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can apply high-volume, low-cost production techniques; and as the market ex- 
pands the unit cost frequently drops, permitting lower selling prices. 


44. Thus, although the consumer pays for advertising, he may save a good 
deal of money by doing so. Mass merchandising, mass production, lower unit 
costs and reduced prices are not unrelated. When electric refrigerators were 
introduced, for example, advertising contributed to a rapidly-widening market 
that saw the purchase price per unit drop by one-half within a few years. As the 
Canadian market for colour television grows, production costs will decline and 
prices will tend to follow the same downward trend. Of course, improved 
technology, less expensive sources of supply, improved methods and equipment 
would all contribute to this result; and, depending upon the product and the 
industry, they might be much more important factors in this regard than 
effective advertising. 


45. There is another aspect of so-called wastefulness in advertising that is 
much more difficult to answer because of the subjective issues involved. Some 
thoughtful observers of our society concede the effectiveness of advertising as a 
business tool, but are concerned with what they consider to be its undue in- 
fluence in awakening wants and desires. 


46. Certainly the comment is true, that most advertising appeals to human 
wants, not needs; and sometimes even the wants are latent rather than realized 
wants. Thomas Edison discovered that at first no one wanted electric lights, and 
none of us wanted an electric refrigerator or a ball-point pen until they were 
drawn to our attention. 


47. To criticize advertising on this score perhaps is to obscure the real issue. 
One economist notes: . 


Advertising is sometimes criticized on the ground that as part of the 
capitalistic system of free enterprise it leads consumers to buy the wrong 
things and spend too much for them, whereas consumers would be better 
off if they bought different things and spent their money in different 
ways. When this criticism implies, as it often does, that someone in 
authority might better decide what things should be bought and how 
consumers should spend their incomes, then the essential clash is between 
the rival ideologies of individualism and authoritarianisms; and the basic 
argument is not really about advertising at all.1 


48. It may be that in our abundant society foolish choices will often be made, 
and that the consumer will frequently disturb the moralist. But the choices are 
made freely, by the same people to whom we entrust our choice of government. 


49. Two months ago, the Consumers Association of Canada made up two 
shopping lists for a family of four, based upon purchases in a store here in the 
Capital. The purchases were comparable from a nutritional point of view, and 
yet one lot totalled $34.87, the other $18.62. 


50. While this was a valuable lesson in budgeting, it probably comes as no 
surprise to a housewife to learn she can buy high-priced and low-priced items. 
The real significance of the experiment, perhaps, was that the two shopping lists 
were made up in the same store. The various types of goods were all openly 
displayed, all inviting selection. The difference in selection is thus a matter of 
consumer’s choice, in which a number of factors might play a role—personal or 
family taste preferences, previous buying experience, the desire for variety, or 
the appeal of convenience factors, such as speed and ease of preparation. The 
function of advertising is to present the consumer with the array of possible 


4Neil H. Borden, M.B.A. of Harvard University, in “The Economic Effects of Advertising”’. 
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choices—and experience indicates that advertising often enables the housewife 
to make up her shopping list before she even goes to the store—whether she is 
shopping to save pennies, to splurge for some special occasion, or to find 
packages that will add to her available leisure time. 


51. Admittedly, many of the product differentiation factors that appeal to 
the consumer are personal and subjective—but that does not imply that they are 
not sound reasons for buying, unless we are prepared to take the position that 
enjoyment, per se, is illogical and perhaps even reprehensible. And if the process 
of choice involves a degree of higher cost, that may be a small price to pay for a 
free economy. 


52. It may well be that much of our modern concern over advertising arises 
because advertising at work is part of the productive forces; but when at work it 
also becomes a mirror, reflecting the age in which we live. 


PRODUCT DIFFERENTIATION 


53. Product differentiation refers to the modern marketing principle of 
creating more opportunities for consumer choice by providing a range of com- 
peting products. The businessman aims to increase his company sales in this way. 
At the same time he increases competition for the consumer dollar. This compe- 
tition in turn provides the consumer with numerous advantages, namely: 

(a) Greater variety of choice more likely to meet the specific preferences 
and needs of the consumer; 

(b) Greater availability of products to meet consumer needs in terms of 
time and outlets; 

(c) Improvements in product quality; 

(d) Better services including warrantees and guarantees, 

(e) Broader range of prices; 

(f) Tendency to lower prices, or to restrain undue price rises. 


54. Product differentiation takes many forms. One of the more significant is 
the distinction between brand name products and private brand products. Brand 
name products are produced and sold by manufacturers under an exclusive label. 
Private brand products, also known as “house” or “stencil” brands, are promoted 
and sold by retailers under their own brand names and trade marks, and 
distribution is confined to outlets they control. The retailer may have his own 
production facilities for his private brand product, or he may use a contract 
supplier who may also be a manufacturer of a national brand in the same © 
category. | 


55. Consumer studies may indicate to the manufacturer that opportunities 
exist for an additional product on the market. Such products may be either 
modified items or the same products in a different form (different sizes, quanti- 
ties, styles, colour, etc.). The consumer benefits because these products then — 
become available, sometimes through different distribution outlets, in greater — 
variety and in more convenient locations. 


56. Advertising is one of the means used to encourage the acceptance of | 
brand name products by consumers. Much of this advertising is based on market 
and advertising studies conducted by manufacturers and advertising agencies. 


57. Consumer acceptance, in the final analysis, determines the number and : 
variety of products in any particular category offered for sale as well as the rate | 
of attrition of such products. Advertising assists by informing the consumer 
where he can buy what he wants, when he wants to. No amount of advertising ~ 


| 
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will over the long term persuade the consumer to keep on buying products which 
do not satisfy him. And from the manufacturer’s point of view, success is 
predicated on “repeat” sales. 


98. Much product differentiation serves a constructive purpose by leading to 
product innovations and improvements. At any given point in time, some prod- 
uct differentiation may be only nominal. But over the longer term the cumula- 
tive effect of such distinctions may lead to significant improvements in quality 
of product and its value and satisfaction to the consumer. Further, the trend of 
innovation spurs on businessmen to continuously strive for product improvement 
and production economies through research and development. 


59. Nominal product differentiation, some suggest may involve social 
“waste”. The alternative, however, would be to reduce product differentiation 
by artificial means which in the end may involve greater social costs than the 
system presently in operation in Canada. The alleged “‘waste” indeed may be 
regarded as part of the catalytic stimulant to economic growth in a largely 
private enterprise-oriented market-type economy like Canada’s. 


60. The case for product differentiation in Canada has been made in these 
terms: 

Canada is a wealthy country and incomes of consumers are rising. 
Consumers want a greater variety of goods and services to choose from. 
Who should say whether six varieties or twelve varieties of a particular 
product in the interest of conserving resources, such as was practised 
during World War II? 

Should the decision be made by a Government Department of Con- 
sumer Affairs, or perhaps the Department of Industry, telling business 
firms what to do and how many varieties of each product they may be 
permitted to produce? This would be tantamount to controlling produc- 
tion and distribution of such products, and it would significantly slow 
down new product and improved product development in the future. 

Should a decision be made by industry agreeing among themselves? 
Such arrangements cannot help but be suspected of possible collusion 
and the latter is unlikely to serve the best national interest. 


Or should the decision be left to the market-place, permitting the 
forces of competition to have their full play? For, if there is a point when 
product differentiation goes too far, then businessmen will soon find out 
that this effort does not pay. The result will be that producers will 
concentrate more on the brands that consumers prefer, and the rest of the 
brands will wither away. And businessmen, if they do not want to lose 
money over the long run, will sooner or late discard the production of 
such items.” 


61. If we accept this reasoning, then relying on the market as a final arbiter 
of product differentiation is more likely to bring the consumer and our society as 


_awhole greater benefits than changing the existing system so that either govern- 
ment or industry make the final decision. 


62. Advertising involves a cost which is borne in the first instance by the 
business firm. If advertising assists in developing a large market, this may bring 
lower production costs as the result of economies achieved and be passed on to 


the consumer in the form of lower prices. If advertising costs are not offset by 


production economies, they will be reflected in the final price of the product. But 
such higher-priced product will be bought by consumers over the longer term 


1See Firestone Report, Pages 65-66 
25342—21 


2004 JOINT COMMITTEE 


only if the consumer judges such higher prices to be justified in terms of value 
received. These value judgments may involve better quality, greater conveni- 
ence and satisfaction, improved packaging, saving of time, energy, etc. The con- 
sumer retains his freedom of choice: he may buy the older products which may 
be lower priced; or he may decide there is an advantage in buying the higher- 
priced newer or modified products. Product differentiation thus provides the 
consumer with multiple choices in different price ranges, adjusted to his pocket- 
book and his preferences. 


63. When the market for brand name products reaches a certain size, new 
suppliers will often try to enter the market. These are the product imitators 
who offer their products at lower prices than those charged for brand name 
products. Product imitators usually spend little money on product development 
and on advertising. Nonetheless, advertising makes it possible for the product 
imitator to offer his lower-priced product because the product initiator has 
helped create the market of which the product imitator now wants a share. 
Thus, advertising helps both the product initiator and the product imitator 
even though the latter may not pay for it at all or only to a minor extent. 


64. From a social point of view the product imitator may be performing 
certain useful functions and this has been explained in a study as follows: 

(a) By keeping his selling and marketing costs low and by offering 
consumers the option of low prices, he serves to help hold down 
competition in advertising and other non-price forms. In short, he 
serves to help bring low costs and low prices in established indus- 
tries. 

(b) By offering lower priced products, the product imitator extends the 
range of potential customers. 

(c) By successfully appealing to consumers, the product imitator provides 
increased competition to the product originator, spurring on the 
latter to further innovations.” 


REGULATION OF ADVERTISING 


65. Certain types of advertising, before they appear, are subject to certain 
regulations enacted to protect the public interest. Chief of these are those 
embodied in The Food and Drugs Act and Regulations; the restrictions that 
apply to liquor advertising; certain stipulations affecting publications that are 
printed abroad but directed to the Canadian market; and the regulations of the 
Board of Broadcast Governors on the amount of commercial content relative to 
program time, as well as the control exercised by the CBC over the content of 
commercials. 


66. Over the past fifty years advertisers and advertising agencies have 
combined their efforts in order to make the whole advertising complex more 
business-like and professional. The Association of Canadian Advertisers was one 
of the founders of the Better Business Bureau; and in the early 1900’s adver- 
tisers and the agencies incorporated the Audit Bureau of Circulation to provide 
audited figures on print media. Up till that time, publishers, when asked for 
validation of circulation figures, looked on this as an “unwarranted invasion of 
private business information’. | 


67. Today agencies and advertisers still support the Audit Bureau of Cir- 
culations, which through an affiliate organization is now studying additional 
areas of audit service. ’ 


- 
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68. In 1942 advertisers and agencies sponsored, with the Canadian Asso- 
ciation of Broadcasters, the Bureau of Broadcast Measurement, an independ- 
ent, non-profit research organization now known as the BBM Bureau of Meas- 
urement, to develop and refine methods for measuring broadcast audiences. 


69. In 1849 advertisers and agencies jointly sponsored the Canadian Ad- 
vertising Research Foundation, which will analyse and evaluate any proposed 
research project related to advertising and marketing. 


70. All three organizations, in effect, were created to provide an objective 
climate for various types of advertising, audience and market research. 


71. Members of the Institute and their clients have undertaken a variety of 
studies to assess audience and readership comprehension and reaction, with a 
view to increasing advertising effectiveness. 


72. Advertising agencies, advertisers and all major media also subscribe to 
the Canadian Code of Advertising Standards, designed to insure that advertising 
is prepared in such a way as to respect the tastes and interests of the public at 
large. A copy of the Code is appended to this brief, as is the Code of Ethics of the 
Institute of Canadian Advertising. 


73. It should be pointed out that media, too, regulate in the public interest. 
One of the country’s largest dailies, as a matter of principle, carries no liquor 
advertising; certain other publications eschew both liquor and tobacco advertis- 
ing. Want-ads, especially on the larger dailies, are carefully scrutinized to guard 
against fraudulent messages; and proposed advertising messages which appear 
to violate the Canadian Code of Advertising Standards have been rejected by 
various media. These rejections rarely involve the national advertiser, who sets 
a high value on his own good name and the reputation of his products. The files 
of the Better Business Bureau confirm that corrective action in nearly every case 
has to be taken only against the so-called “fringe” and “fly-by-night” operator. 


74. Advertising, indeed, has no choice but to hold itself accountable, for of 
necessity it operates in full public view. What the advertiser states appears on 
the record, usually before thousands of witnesses; and the messages themselves 
may be used as evidence should claims of fraud or malicious damage arise. 


75. In this era of rapid change our Institute takes for granted the concept of 
endless education. The Institute of Canadian Advertising has established a 
four-year course in advertising, as well as courses in media planning, seminars 
and workshops on the use of colour on television and in newspapers, on market- 
ing strategy, budget analysis and preparation, etc. We work with organizations 
such as Advertising and Sales Clubs, the American Marketing Association and 
universities in the planning and conduct of educational courses, both drawing on 
their resources and contributing to them. 


76. Nonetheless, we are frequently dismayed by how much there is still to 
learn. Communication, in our experience, is not a simple business. 


77. Perhaps it never is. The files of every marriage counsellor are jammed 
_ with instances of individuals who live in intimate association but who cannot 
speak to each other with persuasion nor listen with comprehension. Words and 
sights and sounds reach us through a complex filter of emotional conditioning. 
Our religious, political and moral convictions, childhood experiences, personal 
fears, hopes and ambitions sometimes screen out messages, sometimes distort 
them and sometimes magnify them. To transfer an idea, unchanged, from one 
mind to another is almost impossible—and to hope that the recipient will act 
just in accordance with our wishes perhaps calls for more faith than wisdom. 
But we accept the challenge to communicate effectively as a business responsi- 
bility and we keep trying to reduce the areas of the unknown and to expand the 
degree of predictability. 
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ADVERTISING AND INFLATION 


78. Inflation may be of two kinds. One type is demand-pull inflation. This 
is a situation where the aggregate demand for goods and services exceeds the 
aggregate supply of goods and services available (after allowing for net im- 
ports of goods and services). Or to use a popular phrase: ‘Too many dollars are 
chasing too few goods’. The other type is cost-push inflation. In this case prices 
may increase as a result of production costs rising more rapidly than produc- 
tivity, whether such increases in production costs are the result of higher 
wages, higher profits or higher interest rates, or a combination of all three. As 
business firms pass on these higher costs to consumers, higher prices ensue. The 
point has been made that advertising contributes to increasing the aggregate 
demand of goods and services. In a period of demand-pull type of inflation, the 
effect of advertising has been compared with ‘throwing gasoline on a fire that 
is already burning briskly’. In a period of inflation of the demand-pull variety, 
the basic cause for rising prices is the excess of aggregate demand for goods and 
services over the supply of such goods and services.” 


79. A specific question that has been raised regarding advertising is: Does 
advertising contribute to demand-pull type inflation? Advertising does contrib- 
ute directly to the demand for goods and services through employing people 
engaged in providing advertising services. However, this direct contribution in 
terms of the total economy is quite small, involving less than one per cent of 
Canada’s labour force. The main contribution of advertising consists in com- 
municating information about the availability and advantages of goods and 
services to consumers so as to encourage them to buy. Some critics of adver- 
tisine claim that, by attempting to persuade people to consume, advertising 
contributes to inflation. 


80. If demand-pull type of inflation is the problem, then any proposed 
solution should be directed at correcting the cause, and not at minimizing the © 
symptom. It is not advertising but a higher level of income that spurs the de- 
mand for goods and services and makes it possible for consumers to buy more. ~ 
Regardless of the quality and amount of advertising, if consumers do not earn 
higher incomes, they could not spend more money on consumer goods and 
services. The economic study accompanying this document as an exhibit deals 
with the question: Does advertising contribute directly to raising income? We 
quote the answer: © 


The answer is: No. 


But this ‘no’ must be qualified. For though the advertising process — 
does not directly affect income, it facilitates the working of the economic 
system as it is now in operation in Canada and thus it makes an indirect 
contribution to raising income levels in the country, just as most other 
activities do that affect the economic life of the nation, from education to 
health, from government policy to business leadership, from export trade 
to domestic investment. 


To trace some of the indirect contributions which advertising makes 
to raising income levels: 


Advertising will inform consumers not only of the types of tradi- 
tional goods and services available for sale, their quality, price, etc., but it 
will also bring to the attention of consumers new types or improved types | 
of goods and services coming on the market. 


By encouraging consumers to purchase such goods and services, 
advertising helps businessmen to determine the desirability of proceeding — 
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with the expansion of plant capacity, the purchase of new machinery and 
equipment, or the diversification and reorientation of their operations. 
Based on the favourable assessment of market prospects, businessmen 
may then proceed to spend additional sums on expanded or improved, or 
entirely new capital facilities. 


Higher investment in turn is one of the most dynamic factors con- 
tributing to continuing economic growth, a rise in real Gross National 
Product, expanded levels of employment, improved earnings, higher 
standards of living and greater social welfare. 

Higher levels of real income make it possible for income earners to 
spend more on consumer goods and services. Thus advertising, through 
encouraging businessmen to spend more on investment, is a factor that 
may contribute at times significantly to higher earnings in the country. 
Hence, higher earnings make it possible for income earners to spend more 
money on goods and services in the first instance than they would be able 
to spend in the absence of increases in earnings, and not increases in 
advertising. ~ 


81. During the period 1961 to 1966 advertising expenditures in Canada have 
risen more slowly than incomes, consumer spending or personal savings as 
indicated in the following figures: 


Personal Disposable Income 4AT% 
Consumer Expenditures 43% 
Personal Savings 123% 
Advertising Expenditures 34% 


Thus, the facts do not appear to support the claim that rising advertising 
expenditures have contributed significantly to a demand-pull type of inflation. 
Advertising expenditures indeed lagged noticeably behind the rapidly rising 
incomes that led to increased consumer spending. 


82. If higher income, and not higher advertising expenditures, initially 
creates consumer demand pressures—a point of view our Institute supports— 
then we suggest the way to deal with problems of a demand-pull type of infla- 
tion is through appropriate fiscal and monetary measures. We quote again from 
the economic study accompanying this document which states such measures 
should: 

aim at keeping disposable personal income in an approximate relationship 
with the expanding capacity of the country to produce goods and services, 
taking into account the increases in the balance of payments deficit that 
the economy is able to take into its stride. 


The study concludes: 
Presumably, the most effective way of bringing down prices would be 
through measures designed to increase national productivity and to in- 
crease competition. To the extent that advertising contributes to increas- 
ing competition, it represents an important safeguard against prices rising 
as much as they would if competition were lessened.” 


TAX ON ADVERTISING 


83. In the paragraphs that follow we examine the suggestion that a tax 
be imposed on advertising as a means of fighting inflation of the demand-pull 
variety. As the Committee is aware, considerable economic doubt currently 
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exists as to whether or not inflation at the moment is as serious a threat as 
deflation. This diversity of opinion exposes one of the many risks in the pro- 
posal. By the time the suggestion could be effectively implemented—consider- 
ing long-term contracts, the long-range intent of most brand advertising, and 
the carry-over effect of previous advertising—the economic situation itself 
might well have moved into a new phase. Unfortunately, it would not then be 
possible to utilize advertising to support a rapid turn-around in sales, because 
national advertising does not work that quickly. 


84. Just what would be the effect of such a tax in our type of economy? 
The hope has been voiced that it would “cut down the volume of advertising 
and in this way reduce consumer spending”—and thus serve as an anti-infla- 
tion weapon. In fact, this kind of tax might add to the cost of goods and services 
without adding value—and thus could aggravate the very evil it was supposed 
to cure. This result might follow regardless of whether or not the proposal 
actually resulted in reduced advertising. 


85. Supposing, for example, that the tax did not cause an appreciable 
decrease in national advertising. This is quite probable, since many major com- 
panies would be very reluctant to lose sales to a competitor. Rather than run 
the risk of forfeiting a share of the market, in all likelihood they would con- 
sider the tax just one more added cost of doing business. Who would pay this 
additional cost? The consumer, who would end up paying more but receiving 
no more in value—which is one form of inflation. 


86. Supposing, though, the tax did cause a reduction in advertising. Its 
effects on the consumer would still have certain inflationary aspects, as well as 
other major disadvantages. Any significant cut-back in advertising would re- 
strict the competitive forces in the marketplace that in our economic system 
bring the consumer a wide range of benefits. The consequences to Canadians 
have been described in the economic study accompanying this document in 
these terms: ‘” 


Without competition, prices of goods and services sold would be 
higher, a fact that has been amply demonstrated in Canadian economic 
experience. Thus the maintenance of competition has become one of the 
basic objectives of government economic policy and various means have 
been, and continue to be, employed to achieve this objective including 
combines legislation, tariff policy, fiscal and credit measures, etc. 

The point has been made previously, but it bears repeating, that 
advertising is a means through which business firms inform the potential — 
purchaser of the quality, serviceability and price of the product they 
offer for sale. Thus advertising becomes one of the most direct ways of 
one firm competing with another firm for a share of the consumer dollar. 

Now, if a tax were imposed, designed to reduce advertising which 
serves to inform the consumer about the choices he has in buying goods 
and services, one of the important means of making competition more 
effective in a largely free enterprise and market—oriented economy 
would be interfered with. 


Business firms would find that in a less competitive situation they 
could pass on cost increases to consumers in the form of higher prices. The — 
consumer, being less adequately informed of the choices he may have in | 
buying in the cheapest market, would have to pay these higher prices if he 
wanted to purchase such goods. ‘ 


@ See Firestone Report, Page 128. 


CONSUMER CREDIT 2009 


Business firms, knowing that they could pass on higher prices to the 
consumer because of lessened competition would be less prone to continue 
to search for economies and push hard for productivity increases. Thus 
basic production costs would rise. The ultimate price paid by the con- 
sumer would be considerably higher because of the snow-ball effect of the 
price-setting system which provides for mark-up upon mark-up, as a 
commodity moves from the manufacturer to the wholesaler, then to the 
retailer, and finally to the consumer.” ® 


&7. The more effective such a tax might be in reducing advertising, the less 
effect it might have on improving price-value relationships. Since most advertis- 
ing depends upon a degree of repetition for effectiveness, any sizable reduction 
might nullify the total impact. A parachute that gets one only half-way to earth 
has not much practical value. Half an advertising campaign sometimes falls into 
the same category. Again the consequence would be a little less expense, but 
much less value. 


88. Another type of unfortunate effect might be to give a significant com- 
petitive advantage in the Canadian market to foreign-owned companies whose 
advertising would continue to reach Canadian consumers through U.S. publica- 
tions, many of which have considerable circulation in Canada, and from U.S. 
broadcasting stations adjacent to the Canadian border. Such stations cover the 
richest and most densely populated markets of Canada. Consequently, Canadian 
employment could suffer without commensurate gains in decreased demand. 


89. Oddly enough, it was proposed to exempt retail advertising, which is 
direct and hard sell, and is expected to create immediate impact; but brand 
advertising, which is generally long range in its influence, was not proposed for 
exemption. We find it a little difficult to follow the point of view being presented 
in this regard. It was also suggested that “want ads” be exempted on the basis 
they are “informative’—though an analysis of two recent dailies showed that 
2,091 out of 4,157 classified advertisements contained “selling” phrases—a fact 
we do not, of course, consider reprehensible. 


90. Enforcement of this tax would present enormous administrative prob- 
lems. For example, the original suggestion was to tax public relations activities 
as well as advertising. Would a company putting out a news story on fire 
prevention, or announcing a scholarship plan be taxed? Would banks, trust 
companies and the government be taxed for running Canada Savings Bond 
campaigns or other savings campaigns that are basically anti-inflationary? 
Would a discount store be taxed for announcing lower prices on special occa- 
sions—or a car company for running a safe driving campaign—or the insurance 
companies for promoting life insurance? And what about all the advertising paid 
for by companies as a donation toward a host of good causes ranging from 
charity to culture? 


91. It would appear that to ensure equitable enforcement would require the 
establishment of committee all across the country to read every proposed adver- 
tisement and news release and to decide whether or not each one was anti-infla- 
tionary in content and therefore tax exempt. Would the whole process not invite 
grave abuse? And if advertising is to be taxed because it is a sales tool, should 
not merchandising alternatives, such as salesmen’s salaries, be subjected to an 
extra levy? What about an improved design that sells more goods? Would that 
be taxable? Should the money spent in research and development that so often 
leads to better products and a broader sales market also be taxable? Is there 
hot a strong possibility that all these taxes would tend to force up the price of 
goods without increasing value? 


—. 
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92. Any economic burden introduced as an answer to a national problem 
should, as far as possible, be distributed fairly through all sectors of the econo- 
my. But this tax would hit hardest at three important groups—small business, 
news and advertising media, and product innovators. Let us consider the effects 
on each one. The small and medium sized businessman would suffer far 
more—and far sooner—than the large corporation. It is obviously far easier to 
cut from a large budget than a small one. Similarly, a drop in production would 
force many more small businesses to fail than large ones. 


93. The proposed tax, if it resulted in a significant reduction in advertising, 
would also rapidly deprive newspapers, radio, magazines, television, outdoor 
advertisers, direct mail producers, etc., of considerable revenue. As was pointed 
out in the section on Benefits of Advertising, this drop in income could mean 
business failure for many. To offset the loss in revenue from advertising, certain 
newspapers and magazines might be able to raise their selling price by four or 
five times—but whether this price spiral would benefit or be welcomed by the 
consumer is debatable. 


94. In a free and competitive economy, individuals and companies are 
always looking for better ways to make better products. But to introduce these 
at reasonable cost, volume production is necessary. The proposed tax would set 
up one more obstacle for anyone trying to market a new or improved product. 
Yet these are frequently the very people who, by attempting to give more value 
per dollar, are an anti-inflationary force. 


95. In conclusion, in the opinion of our Institute, a tax on advertising would 
not serve the best interests of the consumer. There is a distinct possibility that a 
tax on advertising would be passed on to the consumer in the form of higher 
prices whether or not advertising was reduced Quite apart from the disruptive 
effects this may have on business generally in Canada, it would reduce competi- 
tion. Lessened competition in turn would drive up prices. Canadians have found 
that they have been able to make tremendous economic progress and obtain the 
second highest standard of living in the world because of increased competition. 
Why curb progress? 


CONCLUSIONS 


96. 1. Advertising is a communications process, that is a built-in factor in a 
competitive, free and industrialized economy. 


97. 2. Properly used, advertising can benefit buyer, seller and the communi- 


ty; but it does not always work perfectly, partly because it deals with the — 


transmission of ideas and information, and these are received through a multi- 
plicity of subjective filters. 


98. 3. In many cases advertising, by contributing to the expansion of existing 
markets or the development of new ones, also contributes to lower prices and in 
such instances is anti-inflationary. 


99. 4. Advertising also frequently lowers selling costs and in this regard also 
has an anti-inflationary influence. 


100. 5. The consistent effort to make advertising dollars more effective is 
itself anti-inflationary. 


101. 6. The evidence is as yet inconclusive that advertising is a significant 
inflationary force. 


102. 7. There are grave doubts as to whether a tax on advertising would 
actually be anti-inflationary. It might well have just the opposite effect. 


‘ 
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103. 8. In any event, such a tax might create many more evils than the one it 
is supposed to ameliorate; for it will impose particular burdens upon small 
businesses, militate against the introduction of new products, and would impose 
such a financial handicap upon our communications media that many of them 
would collapse. 


104. 9. Because much advertising, particularly brand advertising, is long- 
range, such a tax might begin to exert its real influence just at the time when 
contrary measures were called for; but advertising itself could not revive de- 
mand readily. 


105. 10. Before assumptions are made about the possible anti-inflationary or 
inflationary aspects of advertising on the overall economy, a good deal more 
research is required into the effective impact of advertising on prices and 
relative values, and into the cause-and-effect relationships between advertising 
and the many other forces at work in the marketplace. 


106. 11. To conclude our presentation, we respectfully submit for considera- 
tion three suggestions. They concern: 
Research dealing with the economic implications of advertising; Consumer 
education; and the possible establishment of a Council of Consumer 
Affairs. 


(a) Research: 

107. In our introduction we outlined three types of research that are a 
present part of the advertising process in Canada, and that are undertaken either 
on a company or an industry basis. There are other types of research in the 
advertising field which are of broad interest to all groups directly involved in 
advertising, and that are furthermore of interest to government and to society as 
a whole. We refer to research relating to the economic significance of advertising, 
its impact on the economic growth of the country, the welfare of our society, 
operations of business, the standard of living of the consumer, the effect on 
prices, costs and profits, etc. 


108. Such research, because of its broad nature, is a responsibility of all 
those directly involved in the advertising business, including: 
(1) Advertisers—both national and local, involving products and serv- 
ices, and including both large and small companies. 
(ii) Advertising media—comprised largely of printed publications and 
broadcasting stations. 
(iii) Advertising agencies which we represent today. 


109. Speaking for advertising agencies in Canada, our Institute considers 
research into the impact of advertising on our society as essential. Similar 
explorations are underway in the United Kingdom, the United States and pos- 
sibly elswhere. Usually university-directed and conducted, such research re- 
ceives th whole-hearted support of the advertising industry. 


110. As evidence of our recognition of the need to refine existing informa- 
tion on advertising’s contributions to economic progress and social well-being in 
Canada, and in order to learn how to increase those contributions, ICA has a 
Special committee charged with: 

(1) establishing precise objectives for such research. 

(ii) finding valid approaches to the development of useful and reliable 
information. 

(iii) estimating research costs and recommending ways and means to 
raise the necessary funds, which will be considerable. 
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111. Since 1949 there has been in existence in this country the Canadian 
Advertising Research Foundation which is the joint research organization for 
our industry. It was founded jointly by the agency and the advertiser associa- 
tions “to promote greater effectiveness in advertising and marketing through 
completely impartial and objective research,” and has gained a fair measure of 
respect for its work. It has been, and will continue to be, consulted as our 
program develops, as will any other research group, public or private, that might 
make a contribution, thus assuring that our research will be objective and 
unbiased. 


112. The Institute also plans to give immediate consideration to any areas 
of possible research that may arise out of your questions today or out of your 
final report when it is prepared. 


113. The results will be published so that all members of Parliament, Gov- 
ernment, Industry and the General Public may be provided with facts from 
which to make their own judgments with respect to the merits, or demerits of 
advertising. 


114. The Institute will welcome from your Committee, or from any mem- 
ber thereof, suggestions as to the kinds of questions and subjects that might be 
usefully investigated, so that whatever is uncovered will be of maximum benefit 
to all Canadians. 


(b) Consumer Education: 

115. Our Institute believes that consumer education can enhance materially 
the welfare of the people of this country. Consumer education will help home- 
makers formulate their buying decisions. This in turn would help the business 
community since a well-informed buying public immeasurably assists com- 
munications and marketing. 


116. Our Institute believes further that the time has come when Canadians 
should not only support the principle of consumer education, but also take 
practical action. Many voluntary groups are already active in this field. What is 
lacking is a mechanism to provide objective consumer information to these 
voluntary organizations on a continuing basis so that these organizations can 
pass the information on to all interested citizens. 


117. In our view, consumer education is such a vital matter that it deserves 
encouragement from all sectors of the community, including business, labour, the 
professions and governments. Our own Institute, if it were asked, would be 
prepared to participate actively and provide whatever assistance it can to 
support such a movement. It would be our hope that other groups in the country 
would take a similar positive approach in providing encouragement to what 
appears to be a very worthwhile cause in furthering the interest of consumers 
in Canada. 


118. We further believe that governments have a responsibility in this 
matter and that encouragement and assistance may come also from both Federal 
and Provincial governments. 


(c) Council of Consumer Affairs: 

119. Consumer education would deal with the process of communicating 
information on family and personal budgeting, household economics, and general 
product information. This effort should be supplemented by continuing policy 
consideration of problems affecting the welfare of the consumer. This kind of 
consideration could be entrusted to an Advisory Council on Consumer Affairs 
which, on the basis of studies and the general knowledge of the problems 
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involved, could advise government, the legislature and the public on the nature 
of these issues and the policy solutions that might be considered. 


120. Such an Advisory Council on Consumer Affairs could be a newly- 
established body. Or, its functions could be performed by the Economic Council 
of Canada, as presently constituted, but with its terms of reference expanded to 
cover consumer affairs. 


121. Your committee, however, is far better qualified than we are to suggest 
the most practical form of such an organization. 


122. We leave these suggestions with you and express our appreciation for 
the privilege of appearing before you. 


We will try our very best to answer any questions that I know each one of 
you must have in mind. 


Co-Chairman Senator CROLL: I have a pretty good list of members who wish 
to ask questions, if you are interested. They are, Mr. O’Keefe, Mr. Whelan, 
Senator Carter, Mr. Allmand, Mr. Lefebvre and Mrs. MacInnis. We will start 
with Mr. O’Keefe. 


Mr. O’KEEFE: I will be brief with my list of questions, Mr. Chairman. On 
page 29, at paragraph 105 (10), you say in part: 
...a good deal more research is required into the effective impact of 
advertising on prices and relative values,... 


From the research already done, sir, can you tell me just what that impact is on 
just one item? What is the impact of advertising on any item, or how much does 
the advertising add or, as you suggest, take from the cost of that item? 


Mr. VAUGHAN: Mr. O’Keefe, I think you have a very good question there, 
and I think the problem that you have in your mind is the very thing that is 
bothering us. We really haven’t got the answers to these things, and this is why 
we are suggesting that we do need research. The advertising business, as a 
business, is a comparatively young business, it is less than 50 years old really in 
Canada, and we haven’t got all the answers. 


Mr. O’KEEFE: Do you agree at least that the consumer pays for the cost of 
advertising? 

Mr. VAUGHAN: Yes, in part he does, and we have referred to it in various 
parts of our brief and tried to give you the kind of information we thought might 
illustrate just to what extent the consumer does have to pay for advertising. 
Certainly the consumer pays, yes. 


Mr. Joyau: The consumer only pays if he buys the product. This is the 
argument you raised. 


Mr. VAUGHAN: Yes, it is an ingredient cost. 

Mr. O’KEEFE: So the consumer does not get it free? 
Mr. VAUGHAN: May I say something, sir? 

Mr. O’KEEFE: Certainly. 


Mr. VAuGHAN: In the Firestone Report which, as Mr. Whelan has said, we 
consider to be a very valuable document, to our knowledge it is the first time 
anywhere in the world such information has been assembled, and it is entirely 
objective, and so on. But one of the significant figures it brings out in this report 
is that all advertising of all types in Canada costs Canadians only about $40 a 
year, or 11 cents a day, for all types, whether national, retail, or whatever type it 
may be. So the cost of advertising to Canadians is less than 11 cents a day each, 
and this is the figure that Dr. Firestone developed. 
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Mr. O’KEEFE: It is obvious that we get a lot of advertising that is supposed 
to be free on television programs, for instance, whereas in fact we are paying 
often for time and annoyance. Do you try to decide just what the consumer is to 
eat, to wear, to use—as an organization? 


Mr. VAUGHAN: Well, Mr. O’Keefe, no, we do not, and I think that is well 
illustrated by a look around the room here at all these well-dressed people. Not 
one of them, that I can see, among the men has really the same tie or the same 
kind of suit. We do not have this influence at all. Naturally, we have tried to 
promote particular products of our clients, but we certainly have no desire to get 
everybody thinking the same. Mr. Reynolds’ organization is in competition with 
ours and ours is in competition with Mr. Sinclair’s and we are all trying to get 
each segment of the public to accept the particular products of our client. 


Mr. O’KEEFE: So you do not try to manipulate people as such? 


Mr. C. Warren Reynolds, Director, Institute of Canadian Advertising: Manip- 
ulation, Mr. O’Keefe, is a word that has various connotations. In the lifetime 
of some of us, the fiction writers have made a great to-do about manipulation, 
and Capitol Hill was the prime example of manipulation for selfish and ini- 
quitous action. It went through a period for a cycle and then disappeared; and 
in its place came Wall Street or Bay Street. The suggestion was that because 
business was big it was automatically bad, and this was another convenient 
vehicle for the fiction writer to state it manipulated people and manipulated 
them for selfish gain. 

Currently, it is fashionable, and a great many royalties have been made in 
writing books about Madison Avenue because advertising is held to manipulate 
people for selfish gain— 


Mr. O’KEEFE: Don’t you in effect manipulate people through their anxieties, 
through their concept of “keeping up with the J oneses,” to exploit the conforrni- 
ty instinct, through a whole variety of avenues? Do you not in effect seek and in 
fact manipulate people—women’s fashions for example? 


Senator THORVALDSON: Mr. O’Keefe broke in on the gentleman’s answer in 
which I was most interested. I would like to hear it, without his being interfered 
with. 


Co-Chairman Senator CROLL: He will get his answer across. Let us have a 
bit of give and take here. 


Senator THORVALDSON: This is a matter of principle in the committee, and it 
would be much more valuable for the record if the gentlemen were allowed to 
give their answers. ; 


Mr. O’KEEFE: I am sorry— 


Co-Chairman Senator CROLL: This crossfire goes on in the House of Com- 
mons and they cannot drop it once they come in here. Any time you feel you 
have not answered a question fully, answer it fully at the end. Go ahead. 


Mr. REYNOLDS: On manipulation—I cannot pass this opportunity, Mr. 
Chairman, with all due respect, to tell you a little story about a time when a 
senator had been working here very hard all week and went home and was dead 
tired and fell into bed and was sound asleep beside his wife; she heard a noise 
downstairs and she shook her husband and said: ‘“‘There is a thief in the house”. 
He said: “Yes, there is, and there are a couple in the Senate, too.” 

This has a direct connection with your question with regard to manipula- 
tion, because manipulation is a word that has various connotations. You said to 
me: “Don’t you, in the advertising business, manipulate people?” What might 
be manipulation to me, might be to the reader of an advertisement emancipa- 
tion. The two are quite different things. 
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We have a standard of living that we cherish. This standard of living has 
brought about convenience and comfort and these things are not simple in 
themselves. But if they educate people to an improvement in the enhancement of 
their way of living, that to me might be beneficial as a practitioner of advertis- 
ing. It might be beneficial not only to my friend who is selling the product or 
services but to the buyer of that product or services. But to my client’s competi- 
tors it might be that we “manipulate” one of his former customers. 


Mr. O’KEEFE: May I ask another question, also for information. I do not like 
this word ‘‘manipulation” but it is the only word I can think of. Don’t you think 
it is manipulating people when you are appealing to the children of the family in 
connection with breakfast food? 


Mr. George G. Sinclair, 2nd Vice-President, Institute of Canadian Advertising: 
There are many ways in which a parent can do a bad job, and most of them 
have nothing to do with advertising. 


If in fact a parent chooses to have authority over his child and brings his 
child up well, he has had an opportunity to do so in this world. I admire parents 
who do discipline their children, who direct their children, who manage their 
children. We live in an age which is preoccupied with youth. It is a fact of 
western society that we seem to be abandoning authority over youth and have 
become so preoccupied with youth that the elders are in fact taking their lead 
from young people—and fashions are being formed by the young. It is a 
phenomenon of our society. 

In so far as the selection of a breakfast cereal is concerned, if a mother is 
seriously concerned about the choice of a breakfast cereal, and believes that one 
cereal is considerably better than another, surely there is no way under the sun 
that her four-year old can force her to buy the other; to buy the cereal with the 
toy in the box. The fact is that the housewife or mother, when the choice is a 
matter of indifference, that if the child wants to eat this—and getting kids to 
eat is often a problem—then why shouldn’t the mother buy it for him? The 
problem is certainly not one of manipulation, the mother is quite indifferent as 
to whether the child can have the product it wants or the product the mother 
wants to feed it. 


Mr. O’KEEFE: That is not the answer to my question. My question was, don’t 
you seek to manipulate the family, the mother, by advertising breakfast foods 
with the emphasis on the child? 


Mr. SINCLAIR: No, sir. The answer is quite simple: it is a phenomenon of our 
society that parents are leaving decisions to their young more and more—moral 
decisions, even—and in terms of feeding, parents are leaving decisions on what 
they will eat, to quite young children. Now, then, if children are decision makers 
on what they will eat, then we will address advertising to the children and say it 
is pleasant to eat this particular product. 


Mr. O’KEEFE: Surely you are insulting the mother by saying that she does 
this, by saying that the parents will leave the decision to five-year old children? 


Mr. SINCLAIR: Then, if that is not so, surely there is no point to your 
question. 


Mr. VAUGHAN: I would say that, in regard to any advertising in connection 
with children, the purpose of it is to try to inform them, just as the Government 


_ of Canada does in regard to food rules, which are taught in all the schools. This is 


a very valuable service and one that we heartily endorse. Mr. Reynolds has a 
comment he would like to make that might be of interest. 


Mr. REYNOLDS: In conversation with Mr. Vaughan yesterday, we were dis- 
Cussing this and a great deal of emphasis was given to what you refer to, Mr. 
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O’Keefe, the effect of the gimmick application to breakfast cereal, where the 
child is persuaded and influences the parent. 

If you make a thorough study across the broad range of ready-to-eat 
cereals, you will be surprised at the amount of it that is purely informative. 

In fact, I know from personal experience with certain ready-to-eat break- 
fast cereals, that the incidence of increased volume of sale and increased share of — 
the market was directly related to informative advertising, with the child © 
involved. 


Mr. O’KEEFE: Surely it should be directed to the mother? 


Mr. REYNOLDS: For example if you take the case of a hockey training this is 
not done as a public service, this is done in a commercial interest of that 
particular breakfast cereal. But it is beneficial in two ways and the value of the 
information that is given to the aspiring hockey player, and the fact of the 
nutritional value of that breakfast cereal, eaten by the child, is undoubtedly 
good for the child and will mean no loss to the parents. 


Senator THORVALDSON: My question relates to the word “manipulation”. 


Thorvaldson? Mr. O’Keefe wants to finish up. 


Mr. O’KEEFE: I have just one more question. The type of advertising that 
suggests to the viewer or listener, “I have only one life to lead; let’s live it up,” 
surely brings contempt to the very concept of self control. Do you think that is 
an area of good taste to go into? 


Mr. VaucHan: Mr. O’Keefe, I am not sure that your question relates to the 
terms of reference of this committee. However, I will try my best to give you an 
answer. Yes, there are various questions of good taste in advertising and we are 
the first ones to acknowledge that. Not only ours, Mr. O’Keefe, but all the media 
in the business, including the Better Business Bureau and so on, acknowledge 
that. I do not know whether you have had time to go through this little pamphlet 
contained in the back of our book, The Canadian Code of Advertising Standards. 
It is a code to which all the major organizations in the media field and the Bet- 
ter Business Bureau and so on adhere, and it is one which this institution of 
Canadian advertising was instrumental in developing. 

In our brief we start right off with false or misleading advertising, and we 
give our opinion on this. We certainly do not endorse it in any way whatsoever. 
In so far as good taste in advertising is concerned, this is a sort of subjective 
thing, let us say, and it would not be in our own interests to recommend to our 
clients that they use advertising which is not in good taste, because that type of@ 
advertising would not appeal to the public unless, in turn, the public did not — 
have good taste itself. : 


Mr. O’KEEFE: Who decides what is in good taste? , 


Mr. VAUGHAN: I think the public decides, because, if we do something or if : 
we ever did something, let us say, that the public did not consider to be in good i 
taste, we would be the first ones to hear about it because the public simply 
would not have anything to do with the products promoted, if that were the 
case. , 


| 
Co-Chairman Senator CROLL: Do you mind just taking your turn, Senator 
| 


Mr. REYNOLDS: With respect, Mr. Chairman, may I ask for clarification? This 7 
committee is charged with a tremendous responsibility. Therefore, I think in 
terms of your opening the session today, Mr. Chairman, by referring to the fact 
that the freedom of conversation must pervade in order that we gather knowl 
edge. This is our only purpose. We do not come here with any position of selfish — 
bias in order to lobby a position. Not at all. We are as keenly interested in 


a: 


CONSUMER CREDIT 2017 


finding solutions to problems that exist relative to the total welfare of the 
Canadian people as is this committee. We say that with the deepest of sincerity. 

However, Mr. O’Keefe, you referred to advertising, and I believe your 
expression, unless I misquote you, was that it persuades people to release 
themselves from self control. Now, I believe that the good news on radio, 
television and in the newspapers is irritating to some people, but that some 
people might think that the good news is the advertising. I think it is informative 
for people, who, after all, still have the right to choose whether or not the wish to 
buy the product or the service advertised. 

Would you please give an example of where it encourages people to relin- 
quish self control? 


Co-Chairman Senator CroLu: Mr. O’Keefe is not, of course, answering 
questions here. You are. 


Mr. O’KEEFE: I could easily answer it. 

Mr. REYNOLDs: I thought I would try it once. 

Mr. O’KEEFE: I could very easily answer the question. 
Co-Chairman Senator CROLL: No, no. 


Mr. O’KEEFE: I suggest, however, that you were not quoting me correctly. I 
said that some of your advertising suggested contempt for the very concept of 
self-control. At any rate, Mr. Chairman, I will pass on. 


Co-Chairman Senator CROLL: Ladies and gentlemen, I have got a very long 
list. Will you try not to be too long the first time round? We will have Mr. 
Whelan now. 


Mr. WHELAN: First of all, Mr. Chairman, I think Professor Firestone’s report 
should be printed, and I want to make a motion to that effect at this time. It is 
one of the best documents this committee has had submitted and it should be 
made available not only to the committee but to the thousands of people 
interested in these hearings. 

Now, my first question is what percentage of advertising agencies in Canada 
are United States owned? 


Mr. REYNOLDS: I would ask Jack Milne to answer that question. 


Mr. John N. Milne, P. Eng., Personal Member, Institute of Canadian Ad- 
vertising: There are 48 members in the Institute of Canadian Advertising which 
we represent. This does not include all the rest of the agencies in Canada. I 
cannot speak for them. Among the 48 members there are 15 American-owned 
agencies. 

Mr. WHELAN: Do you have any knowledge of how much of the money they 
| earn goes back to the United States, if any? 


Mr. J. N. MILNE: We have no knowledge on that, Mr. Whelan. Of the $345 
' million worth of billings that our association manages we know that about $100 
_ million are handled by United States agencies. In other words, it is something 
less than 30 per cent. But what percentage of that goes back to the United States, 
| Icannot answer, except to point out that in total our members make less than 
one per cent net profit. 

Mr. WHELAN: In Canada we have a lot of magazines and different publica- 
' tions from the United States. How much overflow advertising is there in Life, 
| Time, Look, and other magazines of that type? 


| Mr. J. N. MILne: If all American publications are added together, and this is, 

I confess, a rough figure which I worked out last night, I estimate that approxi- 

mately 13,500,000 copies of U.S. printed publications come into Canada in a 
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given month. So, roughly, two and a half U.S. publications are available for 
every Canadian household per month. In addition, something like 40 per cent of 
all Canadian homes can receive U.S. television. Another rough estimate that I 
have is that approximately 15 per cent of all television watching time is spent 
watching U.S. television. 


Mr. WHELAN: What percentage was that? 


Mr. J. N. Mine: Fifteen per cent of the total time spent watching television 
is spent watching U.S. stations. That is, of all Canadian television households. 


Mr. WHELAN: I understand that, yes. What effect does the overflow of 
American radio, television and other news media, have on Canadian consumers? 


Mr. SINCLAIR: Well, sir, it is clearly of significant benefit to a company which 
is advertising in the United States. These are largely American owned compa- 
nies. From the presentations that have come to you from various food manufac- 
turers, you are aware of the number of those which are American owned or 
which, at least, distribute very largely in the United States. Clearly, the adver- 
tising that reaches Canada through their advertisements in magazines such as 
Life, and so on, and through over the border television stations, or, in other 
words, advertising which reaches the most densely populated and richest mar- 
kets of Canada, is an advantage to them. 

It is an interesting point to bring up vis a vis a recent suggestion made to 
this committee for a tax upon advertising in Canada. The suggestion was to find 
a device to reduce advertising by some figure in the order of 20 to 25 per cent, I 
believe. If, in fact, that were to be achieved by whatever device—and I suggest 
that a tax would not do it unless it were a horrendous tax, but if a device were 
found to reduce the total advertising volume by 20 per cent, then you would 
have to face the fact that it would be a serious handicap in terms of a Canadian 
company’s competitive position against an American company, because the 
American advertising would flow in at an undiminished rate. In fact it might be 
enhanced. 

There would be nothing whatever to prevent an American advertiser from 
increasing the weight of his advertising on border broadcasting stations in order 
to compensate for reduction in advertising on Canadian broadcast, and perhaps 
the Canadian company might even pay for that by passing on another dividend 
to its American parent company. 

The result would be a very serious and dreadful hardship on Canadian- 
owned business, and would have the effect of enhancing the position of the 
American companies. 


Mr. WHELAN: Just following along from what Mr. O’Keefe was asking you, 
although on a slightly different line do agencies ever tell clients not to introduce 
new products? 

Mr. VAUGHAN: Yes, Mr. Whelan, we do. We are often asked to counsel clients 
on various areas. Sometimes this might be our recommendation. It would depend 
on all the research that the client had done and upon any research that we 
might do ourselves. 


Mr. WHELAN: If the product on the market is being accepted by the public, 
you might, through your own research, tell them that it is not necessary to 
introduce a new product because the old one is selling just as well as ever. 


Mr. Srncuair: May I add a supplementary answer, sir? A specific example 
occurs to me, in which the company I work for advised a client against entering a 
Canadian market. This was several years ago in the cake mix business. Cake 
mixes were still a fairly modern product and were then sold for something like 
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38 cents, if my memory serves me well, and there was enough mix in a box to 
make a two-layer cake. 


Our clients told us that their American company had just bought a cake mix 
company and were going to bring a cake mix into Canada and they wanted us to 
prepare a plan for them. We did a serious market study—and Mr. J. N. Milne 
worked on that with me. It took us some weeks to come back to the client with 
an answer. We told the client that, because cake mixes were still fairly new on 
the market, just about everybody was distributing cake mixes through the 
supermarkets. The cake mix shelves were over 20 feet long. We had reason to 
believe that the supermarkets did not want an additional brand. There was no 
evidence that the public needed an additional choice. We told them, ‘It will cost 
you a huge amount of money in advertising to establish a market segment, and it 
will be difficult to hold that market segment because you have really nothing 
valid to offer. The public does not need another cake mix. We believe it would 
lose money and there would be no reason to put it on the market”. The 
advertiser, in fact, accepted our advice and we lost a potential half million 
dollars a year in advertising. 


Mr. WHELAN: Another question arising out of the tax aspect. Some represen- 
tations have been made to me from weekly newspapers and independently 
owned radio stations and one independent television station. Would a tax on 
advertising affect all media in the same proportion? 


Mr. VAUGHAN: I’ll ask Mr. John Milne to answer that. 


Mr. John M. Milne, Ist Vice-President, Institute of Canadian Advertising: 
A tax on advertising, or a restriction on advertising, or a limitation would 
not necessarily reflect lower consumer prices, but there are a number of other 
ways in which the consumer can be affected by such a tax on advertising, or 
anything that would limit advertising. These are subsidiary by-products; they 
are not direct. For example, say there was a 20 per cent tax, the figure that has 
been used before. If the newspapers were organized to cut back 20 per cent in 
advertising that would mean 30 per cent reduction of newspaper pages over all, 
covering editorial as well, because editorial must necessarily be cut back too. 
That would mean, of course, that there would be less newsprint bought for 
Canadian requirements. 


Mr. WHELAN: Would it affect the independent weekly? 


Mr. J. M. MILNE: About 30 per cent of the small newspapers in this 
country would go bankrupt. They would hit their critical point if there was a 
reduction in advertising. A number of smaller newspapers that are now daily 
would have to revert to weekly. It might not hit the large papers like La Presse, 
or the Montreal Star or the Toronto Star, to the same extent, but it would hit all 
the smaller papers in the smaller communities. Another thing we must keep in 
mind is that any limitation of this nature, if followed through in the United 
States, would mean a cutback of 50 per cent in our sales of newsprint there as 
well. 


Mr. VAUGHAN: So far as the effect on broadcasting is concerned, I will ask 
Mr. Reynolds to deal with this portion. 


Mr. REYNOLDs: It would mean much the same thing in the broadcasting field. 
The licence to broadcast comes from the Department of Transport through the 
Board of Broadcast Governors. Now, it is expected that advertising shall be in 
good taste and shall be well presented. It cannot amount to more than 12 
minutes in every hour and we have to keep in mind that licences are only issued 
in communities where there is enough revenue from advertising to operate the 


Station. These are all set down as regulations in good faith by the powers given 
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to the Board of Broadcast Governors. If the 20 per cent cut—and this seems to be 
the minimum figure recorded at prior hearings of this Committee—it would 
certainly be in the judgment of this institute likely that one third of the stations 
other than the private network stations would be put out of business, and on 
those grounds we believe it would be a very serious disservice to the Canadian 
public regardless of what it might mean otherwise. 


Mr. WHELAN: Coming to another aspect of this, do agencies make agree- 
ments with the chain stores for shelf space and aisle displays and do you collect 
commissions on them? 


Mr. J. M. MILne: No. 


Mr. WHELAN: And another question along that line: would advertising sell 
any product at all? 


Mr. REYNOLDS: This will be a very short answer—yes. It will sell anything, 
but it will hasten the demise of a bad product. 


Mr. WHELAN: Some of the manufacturers have said, and I was wondering if 
this is true, that bilingual advertising costs more. 


Mr. VAUGHAN: Well, I think Mr. Charland is our authority on that. It does, of 
course, add to the cost of doing business. 


Mr. CHARLAND: Yes, that is one of the facts of life of doing business in this 
country. Often, of course, the costs are not as great as one would suspect. A good 
advertising campaign in English may very well be a good campaign in French. In 
many instances however we cannot adapt or translate or bring to the French 
media the same campaign as we bring in English. 


Mr. WHELEN: Is not this an advantage for our exports that have this 
situation? ¥ 


Mr. CHARLAND: We could not get along in our business if we could not 
provide excellent professional services in both languages. 


Mr. WHELAN: But this is an advantage to Canada in her export trade by a 
virtue of having people with this ability. 


Mr. CHARLAND: Very much so. 


Co-Chairman Senator CROLL: Mr. McCutcheon has a supplementary ques- 
tion. 


Mr. McCutrcHEon: I want to refer to the answer given about hastening the 
demise of a poor product, and I refer to page 8 where the same thought comes 
through “Thus, one effect of good advertising will often be to destroy a bad 
product”. The inference there, I take it, is that your people are quite aware of the 
fact that you must be advertising some bum products. How are we going to 
arrive at the stage where you will not accept advertising for what you know to 
be a bum product? 


Mr. VAUGHAN: Mr. McCutcheon, we would never advertise what we believe 
to be a poor product or just any product. We are not only advertising people 
ourserves, we are also consumers, and we have our own self-respect. We certain- 
ly would not have anything like this in our association, and this is laid down in 
our code. 


Mr. McCutTcHEon: But we are here to try and help you and ourselves. Wha 
do you suggest so that you will not fall into that trap? . 


Mr. VAUGHAN: What we are suggesting is that the public has the answer to 
this whole thing, and if a product is put on the market, no matter what type of 
research has gone into it, and no matter what amount of advertising is behind it, 
if the people do not want it that product is not going to survive. I think there are 
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several good examples within the memory of people here. The primary one, I 
think, is the Edsel. This was an outstanding motor vehicle but it was not what 
the public wanted. It was researched inside and out, but it was not what the 
public wanted. The advertising, as Mr. Reynolds said, probably contributed to 
the rapid demise. 


Mr. McCutTcHEon: But this was not a bad product. 
Mr. VAUGHAN: That is what Iam saying. 


Mr. McCutcHeon: How do we find out ahead of time that we should not 
have to accept advertising relative to a bad product? 


Mr. REYNOLDS: There are two parts to this. First of all, with reference to 
your choice of words, we again say that we do not advertise bad products. If at 
times we do so, we do not do it knowingly. After all as operators of a business, 
and this is strictly a business, we are in the position where we must answer to 
our shareholders. In the first year of advertising of a new product it is rare that 
an advertising firm will make profits on the advertising of that new product. 
There is too much involved with regard to staffing and personnel and the depths 
of study necessary. We would not knowingly take on a product that has not been 
researched to establish the fact that there was a need on the market for this 
particular product or service. What codes and measures are used by which we 
can apply judgment as to whether or not it has a possibility for success is a 
matter upon which Mr. Milne is the expert, and I would ask him to speak about 
this. 


Mr. J. N. MILNE: May I make a contribution in another direction. I think it 
is important to recognize that approximately $800 million was spent on adver- 


_ tising in Canada in the past year. Our agencies, the agencies for which we 
_ speak, are responsible for managing about $345 million of that $800 million, less 
_ than 50 per cent. This is approximately 85 per cent of all advertising that is 
handled by advertising agencies. The remainder of the advertising, $400 mil- 
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lion approximately, is not handled by advertising agencies but is placed directly 
by retail stores and others, with a great volume of retail advertising and classi- 
fied advertising with which we have nothing to do. There was a case in Toronto 
last week—and I believe there has been one here in Ottawa—where a man was 
charged with false and misleading advertising with respect to a device to be 
put on a car. That advertising was not handled by an advertising agency. 


Co-Chairman Senator CROLL: Well, you brought up the subject and I did 
not. A well-established organization here in Ottawa was fined, and that was 
certainly handled by an advertising agency. It is a matter of record that Loeb 
was fined $500, so the papers reported. That was handled by an advertising 
agency here, and Loeb Limited were prosecuted under the Combines Act. 


Mr. J. N. MILNE: I am not familiar with the case. 

Co-Chairman Senator CROLL: Well, I am; it was reported in the press. 

Mr. REYNOLDS: For clarification, might I say: it was not handled by an 
advertising agency— 

Co-Chairman Senator CROLL: Now, wait a minute— 

Mr. REYNOLDS: With respect, sir: the Dominion Bureau of Statistics reports 
over 100 advertising agencies, but the Institute of Canadian Advertising has 49 
members. There is a very marked distinction between qualification for national 
franchise to conduct an advertising agency and the acceptance of D.B.S. stand- 


ards in the broader classification of advertising agency, as a generic term. With 
respect, I must draw that differentiation. 
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Co-Chairman Senator CROLL: Well, I do not understand your “differentia- 
tion.” I said it was some agency. I do not know whether they belonged to your 


organization or whether they do not. 
Mr. J. N. Mitne: Not to our knowledge. 
Co-Chairman Senator CROLL: It might not be to your knowledge. You did 
not even know about it, but it did appear in the Ottawa papers. 
Well, let us get the record for a minute. I think I have it here. It hit me 
significantly. 
Yes, here it is: 
Misleading advertising costs Loeb $500 fine. 
M. Loeb Limited, owner of the I.G.A. store chain, was fined $500 in city 
magistrate’s court Monday for misleading advertising distributed Nov. 
30, 1965. 
in connection with whatever it was. I do not know who did it, but I have no 
doubt a firm like that would have an advertising agency. 
Mr. J. N. MILNE: We do not know. 
Co-Chairman Senator CrotL: When you raised the point I merely indicated 
that. 
Mr. Stnciair: It is rare for retail stores to use the services of an advertising 
agency to prepare their advertising. 
Co-Chairman Senator CROLL: You may be right, but it would be very 
interesting to find out. 
Mr. Sincuarr: It would, indeed. 
Mr. J. M. MItneE: I think we should get some supplementary information on 
that one. We could easily find out. 
Co-Chairman Senator CROLL: In order to set the record straight, I have just 


been informed that the advertisement was not prepared by an advertising 
agency; it was prepared within the company’s own organization. 

Senator CARTER: Mr. Chairman, we have been told that the total volume of 
advertising in Canada is around $800 million. Have you any breakdown of how it 
is shared out between the newspapers, television and radio? 

Mr. VAUGHAN: We have this, and Mr. Milne has it in considerable detail. We 
anticipated questions of this character, and we have come prepared to answer 
them. We have done considerable research and have called on the media bodies, — 
and they have given us the utmost co-operation. 

Mr. J. N. Mitne: The share I have is for that portion for which we are 
responsible, the $345 million in which we are charged with the management. 49 
per cent is through print publications; 32 percent through television; 5 per cent 
through “other visual’—somebody beside myself will have to tell me what 
“other visual” means. 


Mr. VAUGHAN: Outdoor. 


Mr. J. N. MILNE: Twelve per cent through radio; and approximately 2 per 
cent a miscellaneous collection of other things. 


Senator CARTER: Was it 39 per cent for television? 


Mr. J. N. Mine: No, 32 per cent—49 per cent print, 32 per cent television, 
per cent other visual, 12 per cent radio. 


Senator CARTER: Have you conducted research as to the relative effective- 
ness of the various media? For instance, only 32 per cent television as compare 
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to 49 per cent publications, is that a measure also of the effectiveness of the 
different media? 


Mr. VAUGHAN: I would not say that was necessarily an index of their 
effectiveness. Certainly, a great deal of research is conducted both by the media 
and by the advertisers and by the agencies on the relative effectiveness. But 
normally this has to be keyed to the purpose that one has in mind. If one is 
trying to promote one type of product one uses one type of medium, and another 
type of product might have a different media pattern. 


Senator CARTER: It is affected by the type of commodity? 


Mr. J. N. MILNE: Yes, and the time of day, and many other things that go 
along with it. 


Senator CarTER: I presume advertising agencies choose their words with 
very great care. I note on page 9 you say that advertising “may” lower produc- 
tion costs and “can” reduce sales expense. You must imply there that it may 
lower or may not lower, or even increase. When we had Dr. Deutsch before us he 
emphasized the importance of the total demand of the economy. Total demand is 
made up of the total demand of the individual commodities that go into the 
economy, and while we can appreciate that advertising is essential, particularly 
for establishing a market for a new product, is there not a point beyond which 
advertising does not increase the total demand but only persuades the customer 
to choose one particular type of the same product in preference to another? 


Mr. VAUGHAN: I see your point. Mr. Sinclair is going to answer this. 


Mr. SINCLAIR: There is such a point; that is quite true. As you say, we choose 
our language very carefully. We believe the net effect of advertising expendi- 
tures in Canada—the $800 million of them per year—does indeed lower the cost 
of goods in Canada. However, as we say in our conclusions which were read at 
the beginning of the meeting by Mr. Vaughan, we want the facts. It is a very 
difficult thing to get at because there are so many variables that affect sales. One 
could go into this at great length. The state of the economy, the introduction by a 
competitor of a new brand, changes in fashion, and many things other than 
advertising can affect a product’s success. So, we want research which will have 
to be a very serious, exhaustive and lengthy study to isolate advertising’s effect 
on any given category and industry generally. As Professor Firestone said in 
discussing this recently, he believes it can be successful only against the total 
product category, but I think you should know we have a section in here headed, 
“Is Advertising Wasteful?” 


I will not read it, but we go into it at some length. You may study it at your 
leisure, and I think you will find it useful. There is a great deal of work done to 
find out at exactly what point advertising becomes uneconomical. Advertising 
budgets are arrived at by the advertiser. We do not arrive at them ourselves 
—we have a self-interest in seeing them as high as they can be—and the 
advertiser makes his own decision, partly on our advice, but very largely on the 
basis of other consideration. He makes his predictions from all the pieces of data 
he can get. He considers the sales curves for the product in the past and forecasts 
what the picture will be in the future and forecasts the volume of sales and then 
arrives at a budget based on some percentage of sales which his business 
experience leads him to find reasonable. 

How does he find that portion is reasonable? In the case of most of the 
sophisticated kinds of advertiser whom most of our companies represent, he does 
it by testing and will take a given region and try to choose that region by 
controllable advertising expenditure allotments. 

He will choose a region that is within the reach of television if he is using 
television, or the reach of newspapers if he is using newspapers, and he will try 
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to perhaps double the advertising in that region. Then he will take another town 
and try to reduce the advertising, and then try to find out what happens to sales. 
If the sales respond to a given figure then that figure will apply nationally. 


But, you will notice that as a result of some advertising some customers will 
move from Brand A to Brand B. However, I said that the effect of some 
advertising is the trading of brands—the trading of loyalties from one brand to 
another. But, in fact, when a great many voices are all urging you to use a given 
kind of product then usually the sales in that total category go up, so there is 
some market building effect in all advertising, in our opinion. I repeat that we do 
want documentation with respect to this, and we are conducting research into it. 


Senator CARTER: We have found that witnesses who have appeared before us 
from various companies have done a lot of experimenting too with various types 
of media until they get what they regard as the proper mix for their particular 
product. I suppose you could not carry out your research to determine the 
saturation point without some close collaboration with them regarding their 
formula or their mix? Is that being done? Are you collaborating, or are you just 
conducting research on your own? 


Mr. VaucHan: Senator Carter, there is the very closest of co-operation 
between client and agency in this particular area, as in all other areas, in order 
to project our joint experience against what is a real problem, because it 
involves a tremendous number of dollars, and it is in the interest of everybody to 
see that these dollars are spent most effectively. This brings me back to your 
original comment about our being careful about our choice of words. Actually, 
we should have been a little more careful when we used that word “waste’’; we 
should have put it in quotes—because as Mr. Sinclair has said, if advertising does 
keep the dollar in circulation then there is a beneficial rub-off to the consumer 
sooner or later. 


Senator CARTER: But both you and Mr. Sinclair referred to that wasteful 
advertising, and I mentioned it too. You used the term “wasteful” from the point 
of view of the advertiser rather than from the point of view of mis-allocation of 
resources in the economy and the extra cost to the consumer—the waste from 
which the consumer gets no benefit. Is not that so? Do you not deal with it more 
or less from the point of view of the person who is buying the advertising, rather 
than some— 


Mr. REYNOLDS: There are two areas of responsibility. Is advertising wasteful, 
or is there wastefulness in advertising? 


Senator CARTER: Wasteful to you. 


Mr. Reynotps: All right. Is advertising wasteful? I answer flatly: No, 
because to categorize it across the board as a wasteful part of our way of life in 
our economy—there is no use going into the arguments there because they are 
manifold. Is there waste in advertising? There are two viewpoints in respect to 
that. Firstly, is there a waste in advertising from the point of view of the 
consumer’s buying a product which has advertising built into its price. In that 
respect I would have to answer: Yes, on occasions, because advertising is not an 
exact science. Its efficiency cannot be measured yet in a computerized environ- 
ment. However, we try to reach to optimum that you talk about so that the cost 
to the consumer is not excessive. 

The other side of your point is: Is it wasteful to the manufacturer? He has 
the freedom of choice as to where he puts his money. He makes his choice in 
accordance with his judgment and all the research information at his disposal. - 
As Mr. Sinclair has said, he strikes a case rate against his projection. Is there 
waste in this? The unsuccessful ones have incurred too much waste—that is, if 
the product is non-efficacious. The successful ones are those which have been 
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able to balance the equation of advertising costs in the end product so that it can 
be sold at a price that makes it available to the consumer, and which the con- 
sumer will buy in sufficient quantity in order to meet the manufacturer’s objec- 
tive. He, after all, is operating at a profit or a loss. There is nothing immoral in 
our society about making a profit, providing it is done within the laws govern- 
ing the conduct of business in this country, and the moral responsibility of the 
manufacturer who employs advertising to move his commodity. 


Mr. VAUGHAN: Could Mr. Sinclair supplement this for one moment? 


Co-Chairman Senator CROLL: Gentlemen, if you continue in this manner we 
shall never finish. Only three members of the committee have had an opportuni- 
ty of asking questions in the last hour. If you would save some of your 
supplementation I will guarantee that you will get another chance of giving it. I 


have a note here of the names of seven or eight members of the committee who 
have questions to ask. 


Senator CARTER: I have asked only three questions, Mr. Chairman, but they 
have all elicited very long answers. 


Co-Chairman Senator CROLL: Do you mind holding them until I come 
around to you again, or have you two short questions? 


Senator CARTER: They are short at my end. 


Co-Chairman Senator CROLL: Yes, that is the trouble. Do you mind if I call 
on someone else? I would ask all members of the committee to try to keep their 


questions as short as possible. 


Mr. ALLMAND: Mr. Vaughan, I think you can answer my questions by either 
yes or no. 


Mr. VAUGHAN: I will try to. 


Mr. ALLMAND: I see from you Code of Ethics that you frown on, or do not 
approve of, false, misleading, unwarranted and exaggerated advertising. I would 
presume that your Institute would approve of a law that forbids misleading, 
deceptive and false advertising? Is that correct? 


Mr. VAUGHAN: There are some laws presently existing. 
Mr. ALLMAND: Yes, we have section 306 of the Criminal Code. 


Mr. VAUGHAN: There is the Department of National Health and Welfare, and 
sO on. 


Mr. ALLMAND: Yes, and the Combines legislation. 


Mr. VAUGHAN: We feel, Mr. Allmand, that self regulation is the strongest 
form of discipline, and we have tried very hard—not just the advertising 
agencies but the whole advertising business—to try to impose upon ourselves 
self regulation, as evidenced by this document entitled, “Canadian Code of 


_ Advertising Standards”. 


Mr. ALLMAND: Do you have a policing system for your own members? 


Mr. VAUGHAN: We have our own Code of Ethics Committee, which is headed 
by some of the deans of our business, and it is a pretty tough committee. 

Mr. ALLMAND: What happens if a member violates your code? 

Mr. VAUGHAN: That member is immediately called in. Naturally there are 
two points of view to most questions. He is given an opportunity to express his 
point of view. If that is not satisfactory to the committee then they have to 
decide whether this member will be suspended or expelled. 


Mr. ALLMAND: I see. 
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Mr. URIE: What happens to the other— 


Mr. ALLMAND: Mr. Chairman, if you are going to limit the discussion then I 
would prefer that you limit it. I should like to pursue my line of questioning, if 
you do not mind, Mr. Urie. 

Have you ever tried to set yourself up as a professional body, such as those 
governing lawyers, doctors and dentists, so that everybody who went into the 
advertising field would have to join a professional corporation, and then ifa 
member violated the Code of Ethics you would have the policing of your own 
members in your own hands, in the same way as other professional bodies. Have 
you thought about this? 


Mr. VAUGHAN: We have definitely thought about it, and we are working 
towards this. This was the purpose of the re-organization of our association two 
years ago, when we changed it from the Canadian Association of Advertising 
Agencies to the Institute of Canadian Advertising. We broadened our member- 
ship to include not only the corporate members like Mr. Reynolds and the 
agencies per se, but also introduced a personal member category. These personal 
members all adhere to this Code of Ethics that you have in the back of the brief. 


Mr. ALLMAND: Since a large number of advertisers do not belong to your 
Institute at present, by your own admission—you said that a large percentage do 
not belong, and you brought up the Loeb case— 


Mr. VAUGHAN: All are not qualified. A large number do not qualify because . 
we have severe standards of competence. 


Mr. J. N. Mitne: A large number of agencies, not advertisers. 


Mr. ALLMAND: Yes, but there is a lot of advertising put out in the media that 
is not put out by members of your Institute. Therefore, it would require a lot of 
policing by your Institute, and we do require laws. You said you would prefer to 
do the policing yourselves, but I personally think that we need the laws. 


In your discussion of wastefulness in your brief from pages 11 to 13 you 
discuss it from the point of view of whether the advertising brings a profit to, or 
increases the profit of, the advertiser. That is certain; I have read that thorough- 
ly. At page 13 you go into another type of wastefulness—the mis-location of 
resources that Senator Carter brought up. There you state that this is a moral 
question, and it is not up to you to decide whether some little toy is a good or 
bad thing, or whether a towel in a box of soap is a good or bad thing, and so you 
do not consider that as significant, but I would point out that that type of 
wastefulness is the type with which we are concerned here. We agree that you 
are trying to make the biggest profit possible for your customer, and you are 
trying to make your advertising effective and non-wasteful from that point of 
view, but we are interested in what you bring up at page 13 of your brief— 


Mr. VAUGHAN: Excuse me, sir, 


Co-Chairman Senator CROLL: Just a minute. Let Mr. Allmand finish his 
question. What he has said so far is merely preamble. 


Mr. ALLMAND: I have a few examples of advertisements which I picked up 
from slogans in the last few days, and I would like to know how they correspond 
to your code of ethics. For instance, on the bus this morning I saw this slogan, 
“Something nice happens when you drink Salada tea.“ I don’t see how that can 
honestly come under your code A which says: ; 


No advertising shall be prepared, or be knowingly accepted, which 
contains false, misleading, unwarranted or exaggerated claims... { 


I don’t know how anyone can claim that something happens every time you 
drink Salada tea. 
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Senator THORVALDSON: I can say that, sir. 
Mr. ALLMAND: Are you a member of the institute? 
Co-Chairman Senator CRoLu: Just a moment. Mr. Allmand has the floor. 


Senator THORVALDSON: Order, Mr. Chairman. I suggest that when the ques- 
tioner refers to “we,” when he uses the first personal pronoun, I don’t want to be 
included. 


Mr. ALLMAND: I have a few others: “Whiter than white.” Then there is: 
“Things go better with Coke.” And “You meet the nicest people on a Honda.” 
None of these things seem to be true if you judge them against your code A, and 
also E, and a few others. But there are many things like this. How do prove that 
these things are true? How do you explain that something nice happens every 
time you drink Salada tea—and other things like that? 


Mr. VAUGHAN: Mr. Allmand, Mr. Sinclair, before he became president of the 
agency, was the head of the Creative Department, and I think he can answer that 
better than I can. 


Mr. SINCLAIR: I think the answer is quite simple. First of all, we are not here 
before you today to defend vulgarity. I happen not to think the examples you 
have chosen are vulgarity, but I want to put on the record the fact that we are 
aware that there is bad practice in every profession and every business, so far as 
I know, in the world. People are imperfect. We have no suggestion here to you 
that every advertisement that has ever appeared in Canada, even from our own 
companies, has been utterly free of some questionable taste in some people’s 
eyes, and a— 

Mr. ALLMAND: I am asking if it is true. 

Senator THORVALDSON: Let him answer. 

Mr. ALLMAND: I want to know if the claim is true. 


Mr. SINCLAIR: My answer is, I do not happen to have anything to do with 
Salada tea, but I am entirely happy to agree that something nice happens when 
you drink Salada tea. 


Mr. ALLMAND: What about something that is “Whiter than white’? That 
gives the inference that certain things are true about the product, and they are 
not true. 


Mr. SINCLAIR: “Whiter than white,” I don’t know the context of that remark, 
or whether you have the advertisement in front of you, in which case I would 
like to see it. I do know whether it has been proved in laboratories that the result 
of using the modern detergents will be that a shirt, a white shirt, for example, 
after having been washed several times in the modern detergents, which contain 
fluoresces, will appear whiter after several washings than when they came out of 
the factory. This obviously is out of context, and if it appears to overstate the 
case, I am not going to defend it if the context did not amplify. 


Mr. ALLMAND: Mr. O’Keefe asked about manipulation, and you said that you 
do research. Isn’t a lot of research done by advertising groups and agencies to see 
how you can best coat the pill or best can identify a product associated with 
happy things, nice things, pleasant things, just like the examples I gave? Is it not 
an art—-don’t you try to do research and try how best to associate products with 
other things that are known to be good, whether there is any real association or 
not? 


Mr. REYNOLDS: Yes and no. 
Co-Chairman Senator CROLL: That is a good answer. 
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Mr. REYNOLDS: Yes, it is the responsibility of the creator of advertising to 
insure that he correctly presents his products. You talk about truth, and you 
have cited some examples here. I submit with respect that if you allege that these 
examples are untruthful you are presenting to this committee a subjective 
opinion, which you have a perfect right to do, of course, but I do not accept them 
because I do not believe that the advertising business as we represent it is 
engaged in a pursuit of things that are deceitful for anyone. Any advertising 
agency who by its client is coerced to compromise with the truth is not worthy of 
his franchise to do business. But until we have a code of regulations such as we 
advocate in our brief, where we advocate that an organization be set up to 
answer the very questions that you bring out whereby you can measure your 
subjective judgment against some universal standard that is in the interests of 
the Canadian people. 


Mr. ALLMAND: How can anybody say—and this is a quote from something I 
saw on the bus—‘“‘Something is delicious whatever your taste’’—delicious what- 
ever your taste. How can they say something like that is true, that your 
taste is delicious? 


Mr. REYNOLDS: We are hamstrung here because we are denied the pri- 
vileges— 


Co-Chairman Senator CROLL: Just a minute. 


Senator THORVALDSON: Mr. Chairman, these questions are entirely unfair 
and insulting to these people. 


Co-Chairman Senator CROLL: No, no, you have not been denied any 
privilege at all. 


Senator THORVALDSON: The questioner should put questions and not make 
lengthy speeches, some of us want to hear from these men and not hear these 
diatribes against Canadian business which have nothing in them but abuse. I 
have no intention of listening to them. I think the chair ought to intervene. 


Co-Chairman Senator CROLL: Mr. Reynolds, you have not been denied, nor 
will you be denied, any right to say what you want to say here. If you have 
anything you want to say say it now, and continue to do so. We are here to hear 
your side of the story. I think the questions at the moment are pertinent 
questions and should be answered. Take your time in answering them. 


Mr. REYNOLDS: With respect, I withdraw my reference to denial. But to 
specify the point, I would like to ask Mr. Allmand, and it is on a question of 
privilege, I ask him on what grounds does he present his observation that there 
is an inference that it is dishonest. | 

Mr. ALLMAND: I said that I do not see how it could be true, and I gave you 
some examples. For instance, ““‘Whatever your taste, something is delicious.” Or 
“You meet the nicest people on a Honda.” I am not trying to accuse you of 
anything, but I am trying to get out the facts, and I am not trying to condemn 
any products—probably some of them are very good. However, I think advertis- 
ing should be informative and true, and I do not see how you can say something 
like this is true, that whatever your taste, it is delicious. 


Mr. REYNOLDS: Mr. Allmand, if they don’t find it delicious they don’t buy it — 
the second time and if we don’t say these things within the context of truth in 
advertising there would be a tremendous change in your media, because the good 
news in the media is the advertisement—surrounded by a lot of tragedy. 


Mr. ALLMAND: I compare such advertising with the advertising of the 
Tuberculosis Association, or the campaigns for Red Feather. They seem to be 
factual. I must admit. They say you must support something because a, b and c. 
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It seems to me that these other forms of ads are not like that, but are trying to 
make very tenuous associations which I find very hard to support. I would like 
your comments following upon your code of ethics. 


Mr. VAUGHAN: I would like to make two comments. First of all, you said 
your are not accusing us. We simply want to be helpful, that is why we are here, 
too, not to take sides one way or the other. We are here to jointly work with you 
in trying to develop answers to these things. You have cited certain headlines 
from certain ads and say they do not compare with what we call public service 
advertising. 


Mr. ALLMAND: Your own code. 


Mr. VAUGHAN: Yes; and incidentally this public service advertising is done 
by agencies in our group. If in fact you do have any United Appeal ads, and these 
are all done on a voluntary basis by the agencies, there are no fees or anything 
else in connection with them, if you do have them and if you will look at them 
you will find they use the emotional] approach, too. I think the Canadian 
Government is the greatest example of the use of modern advertising techniques. 


Mr. ALLMAND: And politicians. 
Mr. VauGHAN: No, wait a minute. 
Mr. ALLMAND: I must admit. 


| Mr. VAUGHAN: The Government of Canada at one time found that the way to 
inform people was through the proclamation type of advertising, and they still 
have a role to play in certain instances; but when it comes to selling savings 
bonds, winter works, and that sort of thing, they are using exactly the same kind 
of approach as commercial advertisers, too. First of all, advertising is no good 
unless it is right, and you have to start off trying to get an empathy with the 
_ people, and this is why we develop those type of headlines. We don’t believe they 
_ are untruths. It is a matter of opinion. 


Mr. ALLMAND: I will pass it for now. 


Mr. REYNOLDS: May I be afforded one moment, as a matter of personal 
privilege? In my earlier statement, in the last line, I believe I said that advertis- 
ing was the good news—surrounded by tragedy. I understand that this was 

_ misunderstood by the press and I would like to make it particularly clear that 
the word was “tragedy”. 


| Mr. LEFEBVRE: I believe in advertising—most of us here do—but we are all 
here to find out if advertising adds unnecessarily to the cost of goods sold. I have 
_Yread your brief and I think you made a wonderful job of it. As a matter of fact, I 
came away with the feeling that you were setting yourselves up as the good guys 
of Canadian business and that those criticizing you were the bad guys, as we say 
in the television commercials. ; 


I think you made a good job of selling yourselves to the Canadian people 
-and I would like to see your comment on this. I can see why you are in the 
business and I would like to have your comments on the way you have set up 
your brief. Have you also, because you are in the business, made this wonderful 
job of selling yourselves to the people, in your defence of your business? 


| 
: 


Mr. VAauGHAN: Is that a question, sir? 

Mr. LEFEBVRE: Yes. 

Mr. VAUGHAN: I would welcome the opportunity to make some observations. 
In the preparation of this brief, Mr. Lefebvre, we tried our best to be objective, 

but it is natural that we have a point of view on behalf of our own industry. If 

| you read through it, it is not defensive in any way that we know of. We have had 


} 
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it read by a number of people and they agree with us. Sure, it is a good 
exposition of the case pro and con, and there are both sides of it. 


Mr. LEFEBVRE: You are using a hard sell approach and not a soft sell 
approach? 


Mr. VaucHAN: We were not using any sell approach, because what we were 
trying to do is what you are trying to do, be informative. 

The document that we commissioned Dr. Firestone to do, as you know, 
raises a number of questions both pro and con, and questions which are bother- 
ing this committee here and ourselves as consumers, and bothering people with 
responsibilities similar to yourselves in other parts of the world. This is one of 
the reasons I regret it is not going to be on the record, sir, because I am sure it 
would be a best seller in Hansard. 


Co-Chairman Senator Crouu: Hansard sells always. 


Mr. LEFEBVRE: One answer which was given was that if advertising was 
reduced, one of the results will be a cut-down on the small newspapers and more 
advertising in the large dailies, and the end result will be a 50 per cent layoff in 
the pulp and paper industry in Canada. 


Mr. VAUGHAN: It was Mr. J. M. Milne who answered that question and if you 
would like him to enlarge upon it he will do so. 


Mr. LEFEBVRE: That is what you said? 
Mr. J. M. MILNE: Yes, it is. 


Mr. LEFEBVRE: I would like to take issue with this, because I understand that 
80 per cent of the pulp and paper products manufactured in Canada are sold 
abroad. So, how do you get it, if only 20 per cent of the products are being sold 
in Canada, that 50 per cent of the workers in that industry would be laid off? 


Mr. J. M. MILNE: What I actually said was I hoped there was nothing 
infectious about this idea or suggestion that there would be a 20 per cent 
cut-back in advertising in Canada, because if that same thing happened in the 
United States we would lose 50 per cent of our pulp and paper industry. 


Co-Chairman Mr. Basrorp: According to Mr. Reynolds, it would do away 
with a lot of tragedy. 


Mr. LEFEBVRE: On these famous cents off deals, of which we have heard 
many comments at previous meetings, apparently the wholesaler, the retailer 
and the consumer all have said they are against this type of promotional 
advertising. I would like to know who keeps it going, who dreamt it up and in 
fact is it your group that keeps this item on our shelves? 


Mr. VAUGHAN: May I hark back to our brief for a moment? On page 6, in our 
definition of advertising, in paragraph 12, we say: 

All three elements in the definition are relevant—paid use, mass, and 
communications. Publicity and public relations may often have the same_ 
or similar objectives and use the same media but are not advertising; 
price-off deals, premiums, and trading stamps are often used by manufac- 
turers to sell goods and services—the two latter are generally handled b 
several specialized organizations—but they are classed as promotion, not 
advertising. Similarly, the salesman at the door is not advertising. But all 
these are alternative ways of attracting attention, and creating consumer 


pg vert as alternatives, they are competitors for the advertising 
ollar. 5 


We are really not equipped to talk about those particular areas. We are in th 
mass communication business. 
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Mr. LEFEBVRE: But you do advertising. When you set up a series of adver- 
tisements or commercials, you advertise cents-off deals for manufacturers or in 
retail outlets? 


Mr. SINCLAIR: When a manufacturer is planning his program for a given 
year, he is likely to set up a marketing budget related to his anticipated sales. 
His marketing budget will include all areas of promotion, in addition to advertis- 
ing. Advertising is one item in the marketing budget. That budget is usually 
inviolate and inflexible. If the individuals in the marketing department responsi- 
ble for advertising brands chose to decide, let us say, running a cents-off deal, 
that money has to come out of the fixed sum that is the total marketing budget. 


It is likely to be a diversion from advertising and to that extent it reduces 
our income in the advertising agency business. Our self-interest is strongly 
opposed to any of this. However, we have to recognize the facts or life. Manu- 
facturers have found these useful, you have had specific discussion of them from 
a number of food manufacturers and I am sure I do not need to amplify the case 
they have made. It is their case and not ours. 


Mr. LEFEBVRE: So there is only one section of the industry that is in favour? 
Every other section is against it? 


Mr. SINCLAIR: You are saying that, not I. 
Mr. LEFEBVRE: That is the evidence we have had, including yours today. 


Mr. SINCLAIR: It certainly is no advantage to the advertising agency. To 
come back to the question you were asking, yes, we do advertise them occa- 
sionally, when a manufacturer is going to offer his product at ten cents off 
normal prices, occasionally advertisements are run. I say “‘occasionally” because 
usually the purpose of this is to replace advertising, so the amount of advertising 
of cents off deals is not considerable. 


Mr. LEFEBVRE: On page 28 of your brief you have your conclusions. In 
number 3 you say: 

In many cases advertising, by contributing to the expansion of exist- 
ing markets or the development of new ones, also contributes to lower 
prices and in such instances is anti-inflationary. 

4. Advertising also frequently lowers selling costs and in this regard 
also has an anti-inflationary influence. 


But if you go on to page 13, you find in paragraph 49: 

Two months ago, the Consumers Association of Canada made up two 
shopping lists for a family of four, based upon purchases were comparable 
from a nutritional point of view, and yet one lot totalled $34.87, the other 
$18.62. 


If I remember correctly, the one that totalled $34.87 contained all the national 
brand highly advertised items. How do you relate your conclusions to the fact 

that the highly advertised brands, which are probably most wanted by the 
_ public, cost almost twice as much as those little advertised but which are every 
_ bit as good, according to this, in nutritional value? 


Mr. VAUGHAN: That is quite possible, sir. I think the things you probably 
have not mentioned, because they were not contained in the report, to my 
| knowledge, were several very important things from the point of view of at least 
my wife, and she buys for seven children, so she knows what we are talking 
_ about here today. What it does not mention is the time it took this lady to do the 
| shopping on her $34 or other basis, nor does it mention the choice that this lady 
had. If my wife wants to spend a couple of hours in the supermarket, she can 
shop for a little less, there is no doubt about that, but if she wants to do her job 
as a wife to me and as a mother to her children, I am quite prepared to pay a 
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little more—and we have some figures that will show you just how much more 
that will cost. 

Mr. LEVEBVRE: I agree you are quite prepared to do it, and I think the 
average person in Canada might be quite prepared to do it, but in what other 
way can she earn for herself $9.00 an hour, if she took two hours over the 
shopping. This amounts to a lot over a period of 52 weeks. It does not make the 
highly advertised goods the best value. 


Mr. J. N. Mine: In regard to the list to which you are referring, many of 
the things on the lower price list, and this is important to remember, were not 
things that are advertised at all. They were bulk quantities of carrots, potatoes 
and things like that, which are not nationally advertised. 


Senator THORVALDSON: May I ask a supplementary question on that, Mr, 
Chairman? I think it will be helpful. I read that paragraph last night, too, and I 
do not know what you are trying to prove. I would like to know what you are 
trying to prove by that paragraph. 


Mr. SIncuaIrR: It is explained in the next paragraph. 


Senator THORVALDSON: Perhaps I spoke too soon. I saw that the next para- 
graph was rather long. 


Mr. VAUGHAN: On page 14 of the brief— 
Mr. LEFEBVRE: We did not get the answer yet. What are you trying to prove? 
Mr. VauGuan: At the top of page 14 of the brief, paragraph No. 50, we say: 


While this was a valuable lesson in budgeting, it probably comes as 
no surprise to a housewife to learn she can buy high-priced and low- 
priced items. The real significance of the experiment, perhaps, was that 
the two shopping lists were made up in the same store. 


That is what you said. 

The various types of goods were all openly displayed, all inviting 
selection. The difference in selection is thus a matter of consumer’s choice, 
in which a number of factors might play a role—personal or family taste 
preferences, previous buying experience, the desire for variety, or the 
appeal of convenience factors, such as speed and ease of preparation. The 
function of advertising is to present the consumer with the array of 
possible choices—and experience indicates that advertising often enables © 
the housewife to make up her shopping list before she even goes to the 
store—whether she is shopping to save pennies, to splurge for some 
special occasion, or to find packages that will add to her available leisure 
time. 


Mr. LEFEBVRE: In any case, I still cannot relate your conclusions to these 
paragraphs, because the chain stores said just the opposite. They had just the 
opposite approach in this particular instance. 


Mr. StncLarr: May I refer you to page 17 in our brief, which comes under the 
section on Product Differentiation? In paragraph 63 we say that: 


When the market for brand name products reaches a certain size, new 
suppliers will often try to enter the market. These are the product 
imitators who offer their products at lower prices than those charged for 
brand name products. Product imitators usually spend little money on 
product development and on advertising. Nonetheless, advertising makes 
it possible for the product imitator to offer his lower-priced product 
because the product initiator has helped create the market of which the 
product imitator now wants a share. Thus, advertising helps both the 
product initiator and the product imitator even though the latter may not 
pay for it at all or only to a minor extent. 
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We go on to amplify that, but the point is that, indeed, private brands usually 
have lower prices, and are usually inferior, but the fact is that advertising has 
made them possible in the first place by establishing the demand for the product. 


Mr. LEFEBVRE: Just a moment. You say that they are usually inferior, but we 
have had people here who have told this committee that they are usually of 
equal value. 


Mr. SINcLaIR: Sir, I have quotes from two of your previous witnesses, Lever 
Brothers and Procter and Gamble, which I am prepared to read to you. However 
I am sure you have read them yourself. 


Co-Chairman Senator CroLL: But Mr. Lefebvre is referring to other compa- 
nies. 


Mr. LEFEBVRE: Yes, people like A&P, who have house brands which they say 
are every bit as good as the national brands, although you say they are not. 


Mr. SINCLAIR: Sir, you have evidence in two directions, have you not? You 
have evidence befcre you which says that some private grands are equal in 
quality, and you have other evidence which says that private brands are not. 
This is not my evidence and I cannot speak to it. 


Mr. LEFEBVRE: All right. On page 94 of Professor Firestone’s Economic 
Implications of Advertising, and I think this comes back to what we were 
discussing just a minute ago, he refers to Professor J ohnson; he says: 

Professor Johnson observes that a certain amount of waste is charac- 
teristic of a wealthy society and he concludes that “we can afford to buy 
advertised brands, instead of hunting for the lowest priced source of 
supply. If we could not afford it, advertising would not exist, or at least 
the advertising that would exist would be so utilitarian as to be unobjec- 
tionable to even the most moralistic social critic.” 


So it points out that the cost is not always lowered, but that people are given a 
bigger choice, it they want to pay more. 

Mr. VAUGHAN: Thank you for reading that into the record. 

Mr. LEFEBVRE: I have just one more question, Mr. Chairman. I would like 
these people to elaborate on their suggestion that they form a Council of 


Consumer Affairs although they say that they feel the committee is better 
prepared than they to do so. Perhaps you would like to elaborate on that? 


Co-Chairman Senator CROLL: Just while you ask the question, will you turn 
to page 155 of Dr. Firestone’s exhibit? Have you looked at Dr. Firestone’s views 
on that point? Read that and see if it is not a little greater elaboration of what 
the witnesses were trying to say. Just read that for a minute. 

Mr. VAUGHAN: Perhaps he would read it out loud. 

Co-Chairman Senator CroLL: Don’t worry, somebody will get it on the 
record. 

Mr. LEFEBVRE: Would this coincide with your thoughts on the proposed 

consumer council? 

Mr. VAUGHAN: We feel that— 

Co-Chairman Senator CROLL: Look here, we are talking in a bit of a vacuum, 
You had better put it on the record. Do you mind if it goes on the record? 

Mr. LEFEBVRE: No, not at all. 


Mr. VAUGHAN: Mr. Reynolds will read it. 
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Mr. REYNOLDS: It reads: 

Consider placing consumer interests as a matter of continuing con- 
cern of Parliament and of Government. The former could be achieved by 
establishing a Continuing Special Joint Senate-House of Commons 
Committee on Consumer Affairs, taking the place of the present Special 
Joint Senate-House of Commons Committee on Consumer Credit (Prices). 
The latter could be achieved by appointing an economic advisor to the 
Prime Minister on consumer affairs and the establishment of an Advisory 
Committee on Consumer Affairs reporting to the Government of Canada 
through the Privy Council. 


Mr. LEFEBVRE: So, the association’s views coincide with Professor Fire- 
stone’s? 


Mr. VAUGHAN: These are Dr. Firestone’s views, and we would be prepared to 
endorse them. I would make one thing clear, though; this whole consumer thing 
is a matter of timing, and I think it needs thorough study by a committee made 
up of Government and consumers. The reason for that, Mr. Lefebvre, is that you, 
as members of Parliament are representing the people of Canada. You do not 
want, I would think, to let that particular responsibility go to some smaller 
segment. We think that the whole thing needs a great deal of study before it is 
decided just where it can fit best. That is why, in our own brief, we suggest 
doing it in various stages, so to speak, so that we can learn as we go along and 
we can do whatever seems best. In this way we can maintain a certain flexibility 
at this stage, until we have thoroughly exhausted the subject and have decided 
upon what would be best in the long term. 


Mr. LEFEBVRE: Thank you. 

Mrs. MacINNIs: You claim in your brief that advertising lowers the cost to 
the consumer. Would I be right in believing that advertising has been increasing 
over the last few years? Evidence that we have had would indicate the advertis- 
ing has been increasing in amount over the past few years. 

Mr. VAUGHAN: Would you like the figures on that, Mrs. MacInnis? 

Mrs. MAcINNIs: Yes. 

Mr. VAUGHAN: Mr. Milne has that information. 

Mr. J. N. Minne: As a percentage of G.N.P. it has been going down. 

Mrs. MacINnIs: Well— 

Co-Chairman Senator CroLL: Mrs. MacInnis, you can ask for whatever 
information you wish. 


Mr. J. N. Miune: The total advertising expenditures in Canada have been 
increasing in the last five or six years. The figures since 1960 are as follows: 


1900s ...5'S ate eye eee eee Te Berea e $584 million 
LOG TS co PIE Gl IG Bt Aires eae $601 * 
1962... omaha See ieee quarry iee Ee $632 i; 
1963. rent BERS APS SEG LORae $659 ss 
1964> 2 Ho Sa Se eee $701 * 
L900 ty eye tie ares care Rites eee ee $761 ) 


And in 1966 the total advertising expenditures in Canada will be about $821 
million. So they have been going up steadily. . 


Mrs. MacInnis: That is fine. I do not need any more information on that. 


Mr. VAUGHAN: Excuse me, but may I add something. 
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Co-Chairman Senator CROLL: Do you want to supplement that? 
Mr. VAUGHAN: Yes, just to get it in perspective. 

Mrs. MAcINNIsS: Do I need any more? I have got what I want. 
Co-Chairman Senator CRo..: It is just what you require. 


Mrs. MAcINNIS: Yes, this is what I want. Now, in view of these two facts, 
how do you account for the fact that food costs to the consumer have increased 
So very sharply in the last 18 months? 


Mr. VAUGHAN: I think this is developed to quite a degree in Dr. Firestone’s 
report. If I might just refer you to page 22 in our brief, where we give you the 
figures on personal disposable income and so on, I think you will see the personal 
disposable income has gone up 47 per cent, consumer expenditures 43 per cent, 
personal savings 123 per cent, and advertising expenditures 34 per cent. So you 
will see that advertising has not gone up as much as most of the other things. 

Mrs. MacInnis: Let us forget about the paragraphs in the brief for the 
moment. I would like to know, in view of the fact that you say advertising 
lowers the cost to the consumer and that we know that advertising has been 
increasing very sharply, what is the explanation of the fact that food costs have 
gone up so sharply in price, in fact twice as much as other factors in the cost of 
living, in the last 18 months? Instead of hearing quotes from the brief, I would 
just like your own explanation. 


Mr. J. N. MILNE: I would like to point out a correction of fact. Although food 
prices have gone up in the last 18 months, advertising has not increased sharply. 


Mrs. MacInnis: Let us say advertising has increased, then. 
Mr. J. N. MILNE: Only 23 per cent in the last six years. 


Mr. REYNOLDs: It is important to take these in relative terms in order to get 
a valid comparison, but go ahead, Mrs. MacInnis. 


Mrs. MAcINNIsS: I wanted it rounded out. You see, Iam not interested now in 
picking out particular figures. I want to know why, if advertising lowers the 
price to the consumer, the price of food has gone up twice as much as the rest of 
the index in the last 18 months, and why it has all gone up. 


Mr. REYNOLDS: Oh, well, you are assuming here that the inherent cost of 
advertising is the sole factor contributing to the increased costs. 


Mrs. MAcINNis: I am not assuming that, but you say that advertising lowers 
prices, but prices have gone up. How come? 


Mr. REYNOLDS: We are trying to establish a relationship here, which is the 
mixing of two ingredients which are not compatible. For instance, the Canadian 
Federation of Agriculture appearing before this committee—and I am speaking 
from memory—stated that the cost of bread had gone up 90 per cent over a 
_ five-year period. Yet I believe, if I quote correctly, it was Senator McDonald who 
Stated that bread, as a commodity, had probably the lowest rate of advertising 
against it of any of the food products. You cannot, therefore, conclude that the 90 
percent increase in the cost of bread has been occasioned by the cost of advertis- 
ing. On the other hand, the cost of advertising, improving the total commodity 
usage, means that the fixed overhead charges against that commodity, because 
it is made available to a broader segment of the public, must therefore bring the 
prices down. The converse of your question could readily be that the cost of food 
without advertising broadening its use might have inflated the price beyond 


what is today. I think this is a matter of subjective judgment. 
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Mrs. MactInnis: I think it is; Iam quite sure I would not go along with that. 
I will try to make my other questions clear and simple and I hope you will do the 
same with your answers. 


Mr. ReyNoutps: May I be privileged to ask Mr. Sinclair to give a small 
supplementary consideration of this. 


Mr. Sinciarr: I wanted to put into context the cost of advertising foods. As 
we have said earlier 800 million dollars is the estimate of total advertising in a 
given year in Canada against a population of 20 million. This works out at $40 a 
head for all advertising in a year. Food advertising accounts for approximately 
25 per cent of the total. If we take 25 per cent of that sum we find it comes to $10 
per head, and if you divide that by 365, which is the number of days in a year, it 
gives you so many cents per day. 


Mrs. MacInnis: I wanted to make clear or to be certain whether you were 
accepting responsibility and in what measure you accepted the fact of advertis- 
ing adding to the increase in the cost of food, and obviously you do not. Now, in 
connection with people trying to get by on a limited budget—20 per cent of the 
people in Canada get 44 per cent of the income. Yet these people have to spend 
over 40 per cent of their budget on food. What I want to know first is what does 
glamorous advertising do to the food budget of these people on small incomes 
where the children are pressured through advertising and so on to buy these 
products? What does this do to the family budget? Does it not push it out of line 
in certain areas? 


Mr. VauGHAN: Would you like us to go back and review the original 
question asked by Mr. O’Keefe regarding this? 


Mrs. MacInnis: No, I heard Mr. O’Keefe’s question and mine is a different 
one. My question is about the effect on the family budget. You were speaking of 
the desirability of parents and people imposing self discipline. But where a 
family has disciplined itself on the amount of money to be spent on food, rent 
and so on, what does glamorous advertising do to that family? 


Mr. VauGHAN: Mr. Lefebvre cited the shopping study done in Ottawa and 
this study showed that commodities could be bought at various levels of price. 
There is nothing to force this family, and I am as concerned about this family as 
you are when they buy what you call glamorous products. They can buy in bulk 
if they so wish. This is a matter of personal choice, and if an individual happens 
to want to buy something in a fancy package that you just put in the oven and 
which can be taken out and served, that is her choice. There is nothing to force 
her to do that. She can buy potatoes and peel them or she can buy porridge and 
put it on the back of the stove overnight. It may cost a little more electricity, but 
that is her responsibility. 

Mrs. MacInnis: But you are the person who said that adults had a moral 
responsibility. But according to the advertising going on, is it not true that many 
Canadian families would exist not on a diet produced by the Canadian Food 
Guide but consisting of potato chips and pop. Is that not true? 


Mr. Vaucuan: No, it is not true. Advertising is a powerful tool but— 


Mrs. MacInnis: Again this is a subjective decision, and we will let it go at 
that. There is no use suggesting that women should be quite prepared to pay 
more. Your relatives and mine might be prepared to pay more, but so many 
others ao not have the money. 

I want to come to a third point. You will remember that in your brief there 
was reference to the fact that we live in a society which is competitive, free, or 
rather that we live in a society which is a competitive, free, industrialized 
economy. What I want to ask is this: does advertising, by helping these big firms 
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to get into the position of monopoly or near monopoly, ultimately reduce 
competition at the expense of the consumers who suffer? 


Mr. VAUGHAN: That is a very good question, and it is discussed in some 
detail in Dr. Firestone’s brief which I have no doubt you will review later. 
Certainly big firms do have advantages, but on the other hand it is advertising 
that helps some of the little people to get established in business and not only to 
become competitive with big firms but to beat them hands down. In preparing 
for this meeting last night, Mr. Reynolds had a timely example of this concerning 
household scouring pads and how that started from nothing. I will ask Mr. 
Reynolds to tell you about this. 


Mr. REYNOLDS: Yes, this deals with scouring pads, and I don’t think there is 
anything much more mundane than scouring pads. The market in this line for a 
very long time was very static at about 24 million pads a year, and the market 
was owned by one manufacturer to the extent that he had about 80 per cent of 
the market. There were two or three other minor brands, but they did not 
threaten him. Then one manufacturer came along and he was sufficiently enter- 
prising to build into his product a detergent rather than a soap, and coloured it 
blue rather than pink because blue has become more synonymous with cleaning 
power. He also added a new ingredient, a rust inhibitor. In researching the 
market we found that women do not want to use a scouring pad just once and 
then throw it away. They save it and like to use it a second and a third time. The 
big deterrent to the product had been the rust factor, and if we could get rid of 
that we could increase its usefulness. We did research into this and we found that 
women reported that it had a higher degree of efficiency because of its multiple 
use opportunity. So it was introduced to the market. 


A question was asked earlier as to whether agencies ever counselled their 
clients not to introduce a new product. In this instance the agency counselled its 
clients not to advertise a new product but to pack it and to distribute it free to 
households so that its efficiency could be demonstrated. The manufacturer did 

this, and he did it with $50,000 competing against the giant already established 
in the field, and within three years time he had captured one quarter of the 
market. Here there was an opportunity for an innovation, and a man with a little 
imagination was able to enter the market. You also ask “does advertising breed 
monopolistic tendencies where big money buys the market and excludes others?” 
I say no. Advertising alone will not help a large advertiser unless he is in a 
position to meet competition as is demonstrated by this giant attacked by David, 
and David’s slingshot was a little better and he got the best of it. 


Mrs. MacInnis: What I had in mind was something else. I wondered if it 
would help the corner grocer to stand up to this competition. Take this as an 
example—I am quoting now from the Financial Post December 11th 1966. It says 
here “Weston group unveils huge empire.” The point is this, and here I have two 
questions. First of all, I presume that advertising helped to build the Weston 
empire because I have seen lots of their advertising. What amount of competition 
is possible for the small corner grocery or even much larger concerns compared 
_with this? I am asking two questions at this stage and I shall remind you of the 
_ second one if you forget it, but I would like to know how much freedom of choice 
is there for the consumer, particularly when you get these things perhaps even 
further advanced than we have now? Certainly at this stage, when you get a 
monopoly situation, how much freedom of choice is there for the consumer? 


My questions are: First, how much competition is there for the smaller 
competitors now? Second, how much freedom of choice remains for the consum- 
er? 


Mr. SINcLarR: I will answer that question. 
Mrs. MacInnis: Which one? 


2038 JOINT COMMITTEE 


Mr. SINCLAIR: Well, let us start with the first, and you will remind me of the 
second, as you said, if I forget. 


Mrs. MacInnis: Right. 


Mr. SrtncuLairR: The first question, as I understand it, was an economic one 
rather than an advertising one—What chance has the little fellow against big 
business? 


Mrs. MacInnis: No, do not leave out advertising. I said advertising was 
responsible, to a large extent, for this. 


Some hon. MEMBERS: Oh, oh! 
Mr. SINCLAIR: On what authority? 


Co-Chairman Senator CROLL: Now, just a minute. That is her question, and 
that is what she wants an answer to. 


Senator THORVALDSON: That is not a question, but a statement of fact. 
Co-Chairman Senator CROLL: It is up to them to deal with it. 

Mr. WHELAN: It is her turn, and let her ask. 

Mr. SINCLAIR: You have expressed your opinion, and I must express mine. 
Mrs. MAcINNIS: Quite. 


Mr. SINCLAIR: I do not believe advertising is responsible for the remarkable 
success of Mr. Garfield Weston. And I do want to make one point: It startled me, 
when I read the ramifications of the Weston empire, that he should find it 
efficient to run such a complex organization under so many different names—and 
I gather that some evidence in front of you suggests that some of the Weston 
subsidiaries did not even know they were Weston subsidiaries. It seems to me 
that what Mr. Weston has done by policy, for some reason, is to deny his 
organization the strength that advertising could give him. There is the fact that a 
good advertising idea can be exploited remarkably. If I may draw one case 
history, Dominion Stores has had great success from a jingle that happened to 
catch the public fancy, based on the line, “mainly because of the meat.” If 
Dominion Stores had had an empire under dozens of different names they would 
have been denying themselves the use of a highly effective advertising tech- 
nique. By having all these different organizations doing different advertising 
campaigns, Mr. Weston is neglecting the unity and strength that advertising 
might give him, so I really do not know how advertising has made his empire. 


Mr. VAUGHAN: I think the record will show—and I have personal knowledge 
of this—that George Weston Limited is spending less, corporately, on advertising 
now than it was 10 years ago. 


. Mrs. MacInnis: If he has gone all this way in getting a monopoly built in 
this country, what would have been the result if he had used advertising? 


Mr. VAUGHAN: That is a rhetorical question. 
Mr. SINCLAIR: You had a second question. 


Mrs. MacInnis: That is a supplementary. Would anybody like to answer 
that one? 


Mr. VAUGHAN: I think that was a rhetorical question. 


Mrs. MacInnis: It was not intended to be, but if you prefer to take it that 
way, that is fine. 


Mr. SINCLAIR: And the second question? 


Mrs. MAcINNIS: What freedom of choice remains to the consumer if you 
have built these great near monopolies? 
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Mr. StncLair: I can only say to you that in a given town the Loblaw store 
manager must gnash his teeth when he sees people flocking into A&P, Dominion, 
IGA and the others. It seems to me there is less of a choice left to the consumer. I 
am not an economist and cannot discuss the morality or otherwise of the 
complexity of the Weston empire. 


Mrs. MAcINNIs: In other words, you do not accept responsibility for helping 
to build these great chains? 


Mr. SINCLAIR: No. As I said in answer to your first question, I do not see a 
way of relating advertising to the growth of the Weston empire. 


Mr. J. M. MILNE: There is an inference here there is immorality in bigness. 
There is only an immorality in bigness if the large organization is doing some- 
thing that is against the public interest. I would like to make one point, and that 
is that this country is probably the hardest country in the world in which to 
distribute; it is a long, narrow country with all the attendant distribution and 
sales problems. People like Weston have been enormously efficient in the dis- 
tribution process—and, by the way, we do not represent Weston in any way, 
shape or form! I have travelled around the world, from one end to the other, and 
there is not a country in this world where the distribution of food is handled as 
efficiently and as well as in Canada. I have travelled behind the Iron Curtain and 
in front of it and there is not a place that I would rather be than this country, 
because there is nowhere I can buy food at a cheaper price, with a wider variety 
and with more assurance of what Iam buying. 


Co-Chairman Senator CROLL: Do you say that it is in the public interest that 
a man like Weston, through his various organizations, should control so large a 
portion of the food economy of this country? 


Mr. John M. MILNE: No, I do not defend Weston from that standpoint at 
all, but Canada has an efficient food distribution system. “Bigness” can convey a 
cartel in itself but this is an area of investigation for this committee. 


Mr. Ouson: Mr. Chairman, I want to pursue for a few moments a subject 
that was brought up a few minutes ago. 


To start with, I would like to say I am one of those people who believe that 
good, effective advertising has in fact contributed substantially to raising our 
standard of living in Canada, for several reasons that have all been dealt with in 
the report. But what I am concerned about today, and in the context of this 
meeting, is whether or not advertising has in fact increased the cost of food 
—nhever mind about the other products your firms advertise—in relation to the 
value of that food in terms of the dollars spent for food. For example, in your 
counselling with or before your clients, do you encourage them to adopt standard 
Sizes, for example, so that the housewife can in fact make a valid comparison in 
shopping? 


Mr. VAUGHAN: You are asking your questions one at a time? 
Mr. OLSON: Yes. 


Mr. VAUGHAN: Most of the larger, more sophisticated advertisers have their 
own marketing departments that are very competent in studying such matters as 
you have cited. Oftentimes in this particular area the agencies are not consulted 
at all; it is a decision of the corporation itself because it is really not a function of 
advertising to make such a decision. 


Mr. OLSON: But the reason I asked you this question is because in your brief 
you spend a lot of time and space talking about the choice of the consumer and 
the validity of her having this choice and also of this comparative shopping so 
She can see; and with all the complexities of various sizes and trying to make 
valid comparisons the suggestion has been made that the housewife would have 
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to take a sliderule and know how to use it if she is going to be able to compare a 
22-ounce package with a 72-ounce package. You have dealt with it in your 
brief. In your counselling, do you encourage your client to put products on the 
market so there can be some kind of valid comparisons made, and made reasona- 
bly easily? 


Mr. VauGcHAN: I think, Mr. Olson, we would certainly do so if we were 
asked, but as I pointed out, in this particular area agencies are seldom consulted. 
This whole matter of packaging is a very big one, and undoubtedly you will be 
going into it fully at a little later stage. 


Mr. Oxtson: Do the member firms of your institute take an active part in 
advising your clients respecting packaging, as to size, colour, format and so on? 


Mr. REYNOLDS: No. 


Mr. VAUGHAN: As Mr. Reynolds has said, no, we do not, except in one 
area—and I think you will recognize this. If a package is going to be advertised, 
for example, on television it is important that it be able to communicate. This is 
the only area, the communications area, we would have a hand in. 


Mr. REYNOLDS: However, in the earlier part that was read into the record 
with regard to the setting up of a council, I think it is one of the component parts 
of the responsibility that would be embraced in a council, because you have had 
evidence before this committee about the differentiation of sizes and the compar- 
ing of ounces and grams. I am in complete sympathy with the problem the 
homemaker has in trying to differentiate between them, but there are me- 
chanical problems with regards to the standardization of sizes which require a 
great deal of depth of study. If you had a complete standardization of sizes, let us 
say, in the cereal field, in the derivatives of cereals, it would amaze you what it 
would look like within a store and the inefficiency with which it would be 
handled for distribution. No, we do not claim to be authoritative in this area, but 
we are vitally concerned that some order comes out of what seems to be chaos at 
the present time. 


Mr. OLSON: Perhaps I misunderstood the purpose of using the services of an 
advertising agency. Please correct me if Iam wrong. A firm which wants to sella 
product, or promote a product, turns over the whole promotion and advertising 
of its product to a firm which advises it how to do it, and I assume that this 
includes the package. Does this not include the package? 


Mr. VAUGHAN: If this were the case then a great many advertising agencies 
would be a great deal larger than they are. This is not the case, except for 
very small companies which have not their own internal facilities. 


Co-Chairman Mr. Basrorp: It is an awfully long time since I read Hidden 
Persuaders, but there are in it two long chapters about the work being done by 
two of your members, namely, Batten, Barton, Durstine & Osborn, Inc. and J. 
Walter Thompson Company Limited, on package design. 


Mr. Ouson: I am having considerable difficulty in trying to understand this 
apparent denial that advertising firms are not keenly interested, and influential, 
in the packages. 


Mr. REYNOLDs: I hasten to answer the charge of denial of interest. There is 
no denial of interest, as Mr. Basford has stated. 


Mr. OLSON: There is a denial of influence. Let me put it in that way. 


Mr. REYNOLDS: That is a different thing. Let me answer both points. There is 
a distinction here. Mr. Basford has referred to Hidden Persuaders, which makes 
for very interesting reading, but it has not yet been established in this total 


context as an authoritative source of information on how the advertising agency 
business functions, in fact. 
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Yes, we are interested in packaging, but packaging is a highly specialized 
type of business. Up until a generation ago the entrepreneur started a business 
and conducted the business in accordance with his own judgment. The tools of 
measurement by which the audience and the audience reaction is more accurate- 
ly defined year by year has brought a degree of specialization into the full 
complex picture of marketing, and the advertising is only one phase of it. There 
are also product ingredient, product packaging as to size, product colour, and 
product distribution. Look at all the technological changes that have taken place 
in our lifetime in regard to the advent of transportation, and what it has done to 
move products. Look at what fast freezing has done to food products. The 
housewife now goes into a supermarket and buys by free selection from the 
Shelves. The supermarkets keep the clerks away from the shelves because the 
housewife knows more about the product than the clerks who put it on the 
shelves. 


It is in this total context that the advertising agency is concerned, and about 
which it must be knowledgeable, but packaging is a specialized field in which 
other firms have made detailed studies, and they are retained by the manufac- 
turers on a consultation basis. Consequently, when you had the detergent people, 
for example, here you found them flanked by highly sophisticated people with 
regard to the brand marketing concept. The decisions you are talking about 
are made at the brand marketing organization level of the manufacturer, and the 
advertising agency is only one component consultant to that company in its 
decision. 

Mr. OLSON: Well, Mr. Chairman, this is all very interesting, but it still does 
not answer the question which was really a very simple one. I asked in the 
first instance a question as whether or not the member firms of your institute do, 
in fact, counsel their clients in trying to find some ways and means of packaging 
that will give the housewife a better opportunity of making an intelligent choice. 
If there is no answer to it, or if you do not do it, then that is fine. That is all I 
wanted to know. 


Mr. VAUGHAN: Sir, I have said that we do to some extent, but it is limited. 


Mr. OLSON: Do any of your firms have advertising accounts for products 
which have cents off printed on the labels, or the word “free” in large letters on 
the labels, and so on? 


Mr. VAUGHAN: I think most of our firms would have clients in that category. 


Mr. OLSON: What does “cents off” mean? Just to make it a little more clear, 
it is cents off what? 


Mr. VAUGHAN: I would like very much to be able to answer this question for 
you, Mr. Olson. We have said, because we understood it was within your terms of 
reference, that we prefer to talk about advertising per se as a communications 
device. 


Mr. Oxson: Is not one of the most important ingredients in the advertising 
context “cents off” and “‘free’’? 
Mr. VauGuHaNn: In our estimation that is a merchandising technique, and we 


are prepared to advertise that if our clients decide to take this particular route of 
merchandising. 


Mr. Otson: If you do not understand what it means then how do you square 
that with your Code of Ethics where you say on page 5: 
In particular the following should be avoided: 
(c) misleading claims, descriptions, or illustrations. . . 


Mr. SIncLarR: Sir, I do not think Mr. Vaughan, in his answer, said to you 
that he did not understand what “cents off” means. 
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Mr. Ouson: I asked him specifically what it means, and he did not answer. 
I think he, to use a term that is used in parliament, waffled on it. 


Mr. SINCLAIR: I am not a waffler. In my opinion “cents off” means that a 
product is being offered for a time at a lower price than its regular shelf price. 


Mr. OLson: Then, my next question is: What is the shelf price? There is an 
introductory offer, for example, in respect to which there is not an established 
regular price. What does ‘“‘cents off”? means when it is applied to that product? 


Mr. Srinciair: I do not know how we can discuss this without getting 
specific. I do not know. I am not the president of Procter and Gamble or Lever 
Brothers, or any of the others who have testified before you. I am sure they have 
gone into this thoroughly with you. I do not know how to amplify the answer I 
have given which is that my understanding of “cents off” is that a product is 
being offered at a lower price than its ordinary price. 


Mr. OLson: When you take on this type of a package do you satisfy yourself 
firstly that there is a regular price that some cents can be taken off? 


Mr. SINCLAIR: Oh, yes. 
Mr. OLSON: You do? 


Mr. SINCLAIR: Yes. We are generally aware of the retail shelf position of our 
clients’ products. We often go into supermarkets to see how they are doing, and 
at what price they are, and what price the competitors’ products are. 


Mr. OLson: You are talking about the prices of the competitors’ products, 
but we are talking about the regular price of this specific product, are we not? 

Mr. SINCLAIR: Yes. 

Mr. OLson: When you put on a package of detergent “40 cents off” you are 


suggesting that the regular price would be 40 cents more than what that product 
is at that time selling for? 


Mr. SINCLAIR: That is exactly what I am suggesting. 

Mr. OLSon: Well, I am not any further ahead. 

Mr. SINCLAIR: At least, I have not waffied, sir. 

Mr. Ouson: I think you are waffling a little bit in trying to give me a 


definitive answer in respect to what your Code of Ethics says you avoid, namely, 
misleading claims, descriptions, or illustrations. 


Mr. SINCLAIR: We do indeed, sir, and I think the only way for us to discuss 
misleading claims is in specific terms. I would like to know of any accusations of 
misleading claims put out by members of this organization. 


Mr. Ouson: I did not bring in a package, but I think that you people in this 
business know that detergents and instant coffees, and so on, have ‘“‘cents off” on 
the packages in amounts of as much as 25 per cent of what the price for that 
product is at that time. It seems to me that in those cases the regular price would 
be some 25 or 30 per cent above the price that is asked. 


Mr. SINCLAIR: That is exactly what I would assume. 


| Mr. OLSON: Well, you make the statement at page 6, paragraph 12, of your 
brief, in trying to differentiate between promotion and advertising: 
—hbut they are classed as promotion, not advertising. 


What is the difference between promotion and advertising? I do not understand 
that. 


Mr. SINCLAIR: If you go to the top of the page you will see that we are 
Saying that the definition of advertising is the purchase of mass communications. 


, 
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All three of those terms are essential. Therefore, publicity activities are not 
advertising, and in general our people are not concerned with publicity activi- 
ties. It is mass communications. If ] write you a letter offering to sell you my 
motor car I am not advertising, but if I Xerox a few hundred copies of that letter 
and send them out to many people then that is mass communication. Putting a 
premium on a box of detergent is not advertising. Offering trading stamps is not 
advertising. Cents off deals are not advertising. 


Mr. OLSON: That is a pretty narrow interpretation of advertising. 
Mr. SINCLAIR: Our business is communications, sir. 
Senator McDonatp: Those are the things that you refer to as promotion? 


Mr. SINCLAIR: That is right. They are competitors for our dollar. We would 
rather see them abandoned, in our own interest. 


Co-Chairman Senator CROLL: If, as you said to Mr. Olson, cents off deals are 
not advertising but promotion, and you would much rather see them abandoned, 
I would suggest that you want the cents off deals abandoned? 


Mr. SINCLAIR: We would be happier, but we recognize the facts of life. 


Co-Chairman Senator CROLL: If you are happy then we will try to keep you 
happy. Senator Inman, I think you had a question. 


Senator Inman: Mr Chairman, I realize that in our way of life today 
advertising is a necessary commodity. First of all, I want to congratulate the 
Witnesses on their excellent presentation. Last week I addressed a Canadian 
Consumers’ Association group, and one question they kept asking was, what per 
cent does advertising add to the cost of the article advertised? Of course, I did 
not know, but I said I would try to have the answer for a big meeting at Easter. 


Mr. VAUGHAN: We cannot give you, Senator Inman, any definitive answer to 
that, other than to say that it varies by product. Certain products have a greater 
ingredient for advertising than others. If you have a specific product in mind we 
would be glad to give you what figures we have; but it stands to reason that 
some products take more advertising to promote them than others, and therefore 
the ratio of advertising to the cost of such products would vary. 


Senator INMAN: There were many questions asked, but this one seemed to 
be the question uppermost. I wondered if you could give it an average percent- 
age, 

Mr. VAUGHAN: Could we give a few typical examples? 


Mr. J. N. MILNE: Senator Inman, in 1954 the Dominion Bureau of Statistics 
issued a reference paper called “Advertising Expenditures in Canada.“ To my 
knowledge, this was the one and only time this was ever done in Canada. There 
are figures in the United States, but they are not relevant here. On page 13 of 
that reference paper, Tables 8 and 9, the advertising ratios in manufacturing for 
that year are shown. Whether or not they relate to 1966 is another matter. At 
that point in time they list for all the various products in Canada the ratio of 
advertising to sales. If you have an item in mind, I will try to give you a figure. 

Co-Chairman Senator CrRoLL: But it could not be meaningful in 1966, twelve 
years later. 

Mr. J. N. MILNE: Then I submit, Mr. Chairman, that it is time that D.B.S. 
did it again. 

Co-Chairman Senator CROLL: It is meaningless at the moment. Any other 
questions Senator Inman? 

Mr. REYNOLDS: May I say that for 1965 the average figure is 3.6 in the United 
States, 2.8 in Canada and 2.5 in the United Kingdom. That is the over all cost of 
advertising against the gross national product. 
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Mr. Joya: Professor Firestone’s brief shows that for 1965 the total as a 
percentage of gross national product attributed to advertising in Canada was 1.4. 


Mr. J. N. Minne: It has been falling for the last few years. 

Mr. McCutcHEon: This is just a supplementary, Mr. Chairman. Do any of 
you gentlemen know the total food bill in Canada for a given year, say for this 
past year, or the previous year? 

Mr. VAUGHAN: No, we do not. 

Mr. McCutcHeEon: Yet you know that it costs $10 per capita for advertising. 

Mr. J. N. Mitne: It is $40 per person, which results from $800 million 
worth of advertising, divided by 20,000,000 people. 


Senator InmMAN: I have one supplementary. If it costs $10 per person per 
year for advertising, what would you consider that to be in percentage? 


Mr. VAUGHAN: I did not get the question, Senator Inman. 


Senator INMAN: You said that the advertising cost was $10 per year. Then, 
how much food would they eat? 


Mr. J. N. MILNE: I cannot answer that question. It should be borne in mind, 
of course, that a great many foodstuffs are not advertised. 


Co-Chairman Senator CROLL: Mr. Smith? 


Mr. Smrtu: I was trying to relate this $10 question. Could the $40 or the $10 
per person per year be related in percentage terms, for Senator Inman, to the 
amount of food the average Canadian consumes per year? 

Mr. VAUGHAN: I guess a statistician could do that; we have not done that. 


Senator McDonaLD: When you say $10 for food, does that, for instance, 
include detergent? 


Mr. J. N. MILNE: No; food only. 
Co-Chairman Senator CROLL: Mr. McLelland? 


Mr. McLELLAND: I wonder if you have the figures for the United States per 
person for food for advertising? You say it is $10 for Canada. 


Mr. VAUGHAN: The over all expenditure in the United States is $83 per 
person. 


Mr. J. N. MILNE: As opposed to our $40. 
Co-Chairman Senator CROLL: Mr. Lefebvre. 


Mr. LEFEBVRE: You consider that in Canada it is $10 per person. This does 


not include promotions, and all this cents off. It could be many, many times this 
amount? 


Mr. J. N. MILNE: This is what D.B.S. considers advertising. 


Mr. LEFEBVRE: It is what D.B.S. considers advertising; and do you also 
consider it to be advertising? 


Mr. J. N. MILNE: So far as I know, our definitions are comparable. 


Mr. REYNOLDS: When you compare the United States with Canada, you must 


remember that you are comparing a unilingual population with one bilingual in 
part. 


Mr. LEFEBVRE: Does it cost that much more to print in two different 
languages? 
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Mr. REYNOLDS: It is much more relatively. You would also have media such 
as television, radio, and newspapers, in both languages, so you have duplicated 
costs. 


Mr. LEFEBVRE: In other words, if a company wishes to advertise goods, 
would they deal with one company for both French and English advertising, or 
with a French company for the French advertising, and an English company for 
the English company advertising? 

Mr. REYNOLDS: Any competent advertising agency must be equally compe- 
tent in French and English, and it must not be just a translation operation, they 
have to think in one language, as well as think in the other. 

Mr. VAUGHAN: The national agencies are all bilingual. 

Mr. LEFEBVRE: Is that why it costs so much? 


Mr. VAUGHAN: It is a completely different staff. We are not the largest 
agency by any means, but speaking personally, we have in our Montreal office, 
in particular, and competitors have in some of their offices, too, specialists, 
French speaking specialists in marketing and various forms of creativity as well 
as the other phases of advertising; and this applies to all other agencies, too. 


Mr. LEFEBVRE: But would it cost you more per issue to advertise in 
Montreal than in the Toronto Star? 


Mr. VAUGHAN: Costs more in the Toronto Star? 

Mr. LEFEBVRE: I mean, it would not cost any more? 

Mr. VAUGHAN: If I understand your question correctly, it would not cost any 
more if you were going to advertise in La Presse only, but if you were to 
advertise in both papers the message would have to be done in both languages 
which doubles the production costs, so to speak. 

Mr. LEFEBVRE: But if you want to advertise in the Montreal and Toronto 
markets, would it cost more in La Presse than in the Toronto Star on a per issue 
basis? 

Mr. REYNOLDS: Take the Toronto Star and the Montreal Star. If you adver- 
tise in the Montreal Star and the Toronto Star you make one ad in the English 
language in both cities. If you are using the Toronto Star and La Presse you have 


to create two separate ones and go to two preparatory costs, because one is 
English and the other French. 


Mr. LEFEBVRE: What would be the cost in the newspaper? 
Mr. REYNOLDS: The cost of the space? 

Mr. LEFEBVRE: Yes. 

Mr. REYNOLDS: It is equated to the circulation. 

Mr. LEFEBVRE: So it would not cost any more? 


Mr. REYNoLpDs: After the year 1941 the Audit Bureau of Circulations formed 
a tripartite of advertisers, agencies and publishers, and created a system where- 
by an independent auditing bureau would audit circulation against which the 
cost of that space would be assessed. When you say would it cost more or would 
it cost less, it would cost in relation to the circulation. If the line rate in one is $3 
and in the other $2, presumably one has 50 per cent more circulation than the 
other. 


Mr. LEFEBVRE: According to the circulation—it would not cost more in one 
than in the other. 


Mr. VAUGHAN: It would be about that. 
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Co-Chairman Mr. BASFoRD: On a question of privilege, I notice that one of 
your members is Needham, Prentice and Basford. I want to assure you that I 
have no connection. 

In paragraph 110 you tell about a committee that you have. I wonder when 
that was set up. 


Mr. VauGHAN: As we mentioned in our brief, we have had in our existence 
for some time a Canadian Advertising Research Foundation. This special com- 
mittee to which you refer admittedly has been set up in the last while. Mr. J. N. 
Milne is the chairman of it and we consider him to be the most competent person 
in our business to handle that particular work. 


Co-Chairman Mr. BASFoRD: What is “‘just in a little while’? 
Mr. VAUGHAN: Within the last six weeks. 

Co-Chairman Senator CROLL: Since we started to operate? 
Mr. VAUGHAN: That is right. 


Co-Chairman Mr. BASForD: Was the committee set up for the purposes of 
preparing the brief? 


Mr. VAUGHAN: No, it definitely was not. 


Co-Chairman Mr. Basrorp: It seems to me odd that if you were concerned 
about these things, you have only set up this committee six weeks ago. 


Mr. VAUGHAN: Mr. Basford, I think this illustrates one of the very fine things 
that are coming out of this committee. I think the work that this committee is 
doing is forcing business, including ourselves, to take a new look at ourselves in 
very many ways, and this is a healthy thing. 

We have been conducting what we felt was the research that was essential 
to the operation of our business and most agencies, in addition to doing research 
for their clients, also conduct research on their own behalf, that they feel is a 
professional contribution to the advancement of the business. But it is, as you 
say, Mr. Chairman, since this committee has become active—I think it is per- 
forming a very useful function in forcing all of us to take a closer look. 


Co-Chairman Mr. Basrorp: The committee has not reported yet? 
Mr. VAUGHAN: No. 
Co-Chairman Mr. BAsrorpD: I wonder how many meetings it has had? 


Mr. VAUGHAN: It is really just in the process of formation, because we point 
out in Dr. Firestone’s brief that there are many many areas that really should be 
researched and that these are not entirely the responsibility of the advertising 
agency business. We feel that in any event, the advertising agency, the advertis- 
ers, and media, and possibly government, should be taking an interest in these 
things. 


Co-Chairman Mr. BASForRD: In line with the Code of Ethics, might it not 
have been more correct to say that the I.C.A. is in the process of establishing a 
committee, rather than has a committee charged with this? 


Mr. VAUGHAN: That might have been more correct. 


Co-Chairman Mr. BASrorpD: You say in paragraph 117 that consumer educa- 
tion is a vital matter that deserves encouragement from all sectors of the 
community. The Consumer’s Association of Canada has been operating for a 
good many years in doing some very valuable work. I was wondering whether 
the I.C.A. had ever contributed to it, to support the work it has been doing? 


Mr. VAUGHAN: I do not know what you mean by contributing. We feel we 
have contributed whenever we have been asked, and we have been asked on 
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occasion to speak to the Consumers’ Association to discuss advertising problems. 
Whenever those invitations have been forthcoming, we have accepted them. 

We agree with you that the Consumers’ Association of Canada performs a 
very real function. As a matter of fact, if I may speak personally, during the last 
war I had the privilege of being on the Wartime Prices and Trade Board, and as 
you know the consumers branch of that particular wartime body did have a very 
positive contribution to make in reflecting how various actions, either proposed 
or definite, did affect the consumer. 


Co-Chairman Mr. Basrorp: I was talking of contributions in the sense that 
it has most meaning to me, and I mean by a cheque. 


Co-Chairman Senator CROLL: He has the political angle. 


Mr. VAUGHAN: We have not been asked to support the Consumers’ Asso- 
ciation of Canada financially. We feel, however, that if we were asked it would 
certainly be given the utmost consideration. But we can make a bigger contribu- 
tion to the Consumers’ Association of Canada than a financial contribution. Like 
every other business, agencies are asked to contribute to various special public 
service causes and I think the Consumers’ Association could probably come in 
this general purpose category. We feel that, because of our knowledge of 
communications, possibly our greatest contribution to associations, such as the 
Consumers’ Association of Canada could be in assisting them in their communi- 
cations. For instance, they may wish to enlarge their membership and perhaps 
we could help them in something of a recruiting character. 


Co-Chairman Mr. BAsrorp: You say in paragraph 116: 

Our Institute believes further that the time has come when Canadians 
should not only support the principle of consumer education, but also take 
practical action. 

It seems to me that you have been a long time in coming to this conclusion. 


Mr. VAUGHAN: That is a comment, sir. 


Co-Chairman Mr. Basrorp: It is a comment. It does not seem to you a long 
time? 

Mr. VAUGHAN: No, it does not, because we have been working with these 
people whenever we have been asked. These are just one of the groups with 
which we have been working. 


Co-Chairman Mr. Basrorp: The 1959 Royal Commission on Price Spreads, 

the Stewart Commission, said, on page 57: 
...we recommend that the Association of Canadian Advertisers, in co- 
operation with the Food Industry, be requested to draw up and administer 
a code of ethics designed to guide food advertisers generally and par- 
ticularly to reduce misleading advertising. 
Could I have a report on the action that has been taken as a result of that 
recommendation? 

Mr. VAUGHAN: We are not equipped to give you a report since we are an 
entirely separate and independent organization from the Association of Canadian 
Advertisers, which represents advertisers. We represent advertising agencies. 

Co-Chairman Mr. Basrorp: You are not able to tell, within the trade, what 
has been going on? 

Mr. VAuGuHAN: I cannot say, because I was not involved, whether or not this 
code in the back of our book is one of the results of that particular thing. It 
could very well be, but I am not aware of any specific answer to that question. 

Co-Chairman Mr. Basrorp: There is no information on your brief that 
I noticed in any way on media rates. What are your views on media rates? 
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Mr. VAUGHAN: Our views on media rates—we have all the data here— we 
‘would be prepared to give you the media rates. 


Co-Chairman Mr. Basrorp: Are they too high, too low, or fair? 


Mr. VauGcHAN: It is not really a serious question, is it? It is our job as 
advertising agencies naturally to make all purchases that we make on behalf of 
our clients, at the best possible prices. The prices we pay for media are outlined 
in their rate cards and are established. 


Co-Chairman Mr. BASForD: But the rates you pay are a very substantial part 
of the advertising budget, are they not? 


Mr. VAUGHAN: Oh yes, the majority of them. 


Co-Chairman Mr. Basrorp: It is often referred to in the trade, in my 
experience of the trade, that a broadcasting licence is often referred to as a 
“licence to steal,’ which undoubtedly has reference to their rates. 


Co-Chairman Senator CROLL: You must be thinking of the Toronto stock 
exchange. 


Mr. REYNOLDS: This is a very serious question. At what time do you propose 
to adjourn? 


Co-Chairman Senator CROLL: We will keep on going. 


Mr. REyNouDs: Mr. Basford, with all due respect, ‘television licences being 
licences to steal” is probably an envious comment by the person who did not get 
one. 


Co-Chairman Senator CROLL: That is Lord Thompson’s statement, not Mr. 
Basford’s. Lord Thompson said it very broadly, and this is being said jocularly. 


Mr. REYNOLDS: Relative to the privilege given to him to place a station 
halfway between Edinburgh and Glasgow. In so far as Canadian rates are con- 
-erned, they have to be extremely competitive. Our responsibility to our clients 
is to buy advertising space, regardless of the media used, in accordance with the 
best ability and efficiency. It is a case of deciding what the medium should be. If 
you have a product which can best be sold by means of a demonstration, then 
demonstration in television is probably the most useful. If you have a long and 
detailed story with regard to the benefits of a particular type of life insurance for 
a growing family, perhaps you have to use newspapers and magazines where you 
can tell the story in full. 


Co-Chairman Mr. BAsrorpD: That is not what I am asking. 


Mr. McCuTcHEON: It seems to me that Lord Thompson’s statement about 
“licences to steal” was a statement to the effect that it was a “licence to print 
money.” 


Co-Chairman Senator CROLL: I will take the correction. 


Co-Chairman Mr. Basrorp: The question I was asking was whether the 
media rates are too high or too low. 


Mr. REYNOLDS: I am giving the answer. 


Co-Chairman Mr. BASForD: You were giving an answer as to how to select 
each media you use and whether it is going to do the job. 


Mr. REYNOLDS: The answer I am giving, and I am sure that you are listening, 
is that the use of the media is in accordance with the dollars invested by the 
advertiser which will earn him a return against them. As to the question, are 
they too high or too low, if a certain classification of media represents inefficien- 
cy, because they are high relative to the objects they are after, he will not use 
that media. You make a broad generalization: are they too high? Give me a 
reference as to what “high’’ means and then I will give you an answer. 
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Co-Chairman Mr. Basrorp: You have no opinion on it, then. 


Mr. REYNOLDs: It is not a matter of the absence of opinion, but give me a 
hypothetical question. 


Co-Chairman Mr. Basrorp: All right. Are the rates you pay in the Globe 
and Mail too high or too low? 


Mr. REYNOLDs: In which classification of advertising in the Globe and Mail? 
Co-Chairman Mr. Basrorp: In display advertising. 

Mr. REYNOLDs: National or local? 

Co-Chairman Mr. Basrorp: N ational. 

Mr. REYNOLDs: I think the rate is reasonable. 

Co-Chairman Mr. Basrorp: I see. What is reasonable? 


buying of the audience is what you are talking about, and I think the rates the 
Globe and Mail charges on the national line rate are better on a quantity basis, 
and for a reasonable purchase of audience it is up to me to determine what goes 
in there and how efficient it is when I speak to the audience. 


Co-Chairman Mr. Basrorp: You have a book containing all the rates for all 
media. Are there none in that book that are too high? 


Mr. VaucuHaNn: I do not think we can give you a definitive answer on that. 


Mr. J. N. MILNE: By the standards of some people there would be rates in 
here that would be too high; by other standards they would be too low. It 
depends on which people you are referring to and the products involved. 


Senator THORVALDSON: Well, you are in a competitive business. 
Mr. VAUGHAN: We certainly are. 


Co-Chairman Mr. Basrorp: I will not. pursue the matter. I am a little 
disappointed that you have not more opinion on what is the largest ingredient in 
the cost of advertising. 


. Mr. REYNOLDS: You are charging me with having no opinion. With due 
Tespect— . 


Co-Chairman Senator CROLL: He is not charging you. And he did not say 
“no opinion”. He said that it was unfortunate that you did not have a better 
Opinion. You gave an opinion; he thinks you should have a better Opinion. 


Mr. REYNOLDS: May I ask Mr. Basford what opinion he wants and I will] tell 
him what my answer is. 


Co-Chairman Mr. Basrorp: I am not here to answer questions. I thought 
you could give us the views of your association on what is, I think, a very vital 
Matter of discussion in Canada, namely whether by the granting of other 
exclusive broadcasting licences the rates have not been forced up to an artificial] 
level. 


Mr. REYNOLDS: I am sure that the powers granting the licence, the authori- 
ties, have to take into consideration the mechanical limitations of broadcasting 
and the revenue that can be earned in order to sustain a station, or multiple 
‘stations, in a market. It is not for us to sit in judgment on whether a third 
Station added to a market would increase the competitive nature of that market 
-and thereby reduce the price to the advertiser, for, if in doing so it reduced the 
total dollars available by fractioning it into three channels, it would be a 
disservice to the Canadian public. 
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Mr. ALLMAND: May I ask a supplementary question, please? Are the rates in 
American television stations which are near the border of Canada generally 
lower than Canadian rates, and do you often, let us say, if you were in Toronto, 
place ads in Buffalo TV stations for Toronto, or things of that sort? 


Mr. REYNOLDS: For the record, I would like to refer to your question as “you 
often place in the United States”. Now, you are directing a question to me. 
Therefore, we are talking about things in general. Now, for instance, KVOS in 
Bellingham exists for the purpose of advertising to Mrs. MacInnis’ constituents. 
Is this sinful or not? 


Mr. ALLMAND: I am just asking if the rates are generally lower in the 
United States than in the Canadian stations servicing the same communities. 


Mr. REYNOLDS: Frequently they are higher. 


Senator THORVALDSON: Mr. Chairman, I think most of the areas that I would 
have asked questions about have been covered. I just want to say that I am one 
of the millions of Canadians who believe in advertising. But, at the same time, I 
think an awful lot of it is terrible tripe and could be improved. However, I was 
going to follow up on Mr. Olson’s line of questions, because he was talking to you 
about the cents off business. I could not get a satisfactory answer to my views in 
regard to that, so may I pursue it just for a moment, Mr. Chairman? I, of course, 
think the cents off type of advertising is the worst type of advertising in Canada. 
I will not call it reprehensible; perhaps even the word unethical is too strong a 
word to use for it, but I certainly would like to know if the advertising agencies 
control this type of advertising, which, of course, takes place mainly in chain 
stores in the form of packaging, where a band is put on the package indicating, 
for example, two cents off or 30 cents off. Who controls and who has the most 
say on that type of advertising? Is it the advertising agencies or is it the stores? 


Mr. VAUGHAN: Senator Thorvaldson, definitely, the advertising agencies do 
not control that particular area. This is a matter for the manufacturer and is 
usually laid down, as Mr. Reynolds pointed out, by the brand management in the 
particular company responsible for the product involved. 


Senator THORVALDSON: I refer to page 19 of your brief, clause 72, where 
there is reference to the Canadian Code of Advertising Standards. 


Mr. VAUGHAN: Yes, sir. 


Senator THORVALDSON: Now, it may be that I have a megalomania, per- 
sonally, in regard to this type of advertising, but I do not think so. I am quite 
convinced that most Canadians do not like that type of advertising. Perhaps we 
have cleared that question up, then, as far as you are concerned. 


Mr. VAUGHAN: Very good, sir. 


Mr. O’KEEFE: May I just ask a short supplementary on this question of 
cents off? In connection with the cents off business, I had a letter the other 
day charging that the manufacturers, when they were about to drop a price, 
they often put a 10 cents off on the preceding shipment. Have you any com- 
ment on the accuracy of that charge? 


Mr. VAUGHAN: I would have to have a specific instance so that I would be 
able to comment on it. I have no knowledge of that. 


Mr. O’KEEFE: You have no knowledge of this ever happening? 
Mr. VAUGHAN: I have no knowledge of such ever happening. 


Mr. O’KEEFE: You have no knowledge of them marking 10 cents off and then 
the next shipment being lower in price itself? In any event, you know what I 
mean. You have 10 cents off on a 24-case item so that it is $2.40 off per case. 


And then on the next shipment the case itself, without any cents off, is $2.40 a 
case cheaper. 
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Mr. VauGHan: I do not know about that particular instance or of any other. 
Mr. O’KEEreE: Thank you. 


Senator THORVALDSON: On the same point, will you agree that this type of 
advertising can lend itself to terrific abuses? Indeed, it can lend itself to abuses 
which I have observed over the years. How do I know, for example, if the price 
is right or wrong? Would you agree that it does lend itself to abuses that might 
be correctible? 


Mr. VAUGHAN: Sir, as we say in our brief, we do not consider those 
particular trade practices to be advertising. We consider them to be merchandis- 
ing practices or promotional practices. 


standards in regard to advertising as we have? I am referring to the countries 
which have developed so quickly since the war. Are their methods and practices 
in advertising and so on approximately the same as in the Americas? 


Mr. VAUGHAN: May I ask Mr. Sinclair to comment on this, in that his 
company operates internationally and he is probably in a better position to 
contribute an answer? 


Mr. SINCLAIR: In terms of volume, advertising does vary from country to 
country in Europe. Certainly, in the more wel] developed and prosperous 
countries advertising levels are as high as and sometimes higher than in 
Canada. 


Certainly, the U.K. appears, from all the information we can get, to be 
higher than Canada is. The practice of advertising in Europe is becoming 
remarkably similar to the practice in North America. Advertising and affluence 
go together. I am not putting a simple cause and effect relationship forward. It is 
far more complex than that. However, where you get a well developed consumer 
economy, you get a great deal of advertising. In fact, there is an increasing flow 
of consumer goods in Russia and other eastern countries. As an example, the 
GUM Department Store has an advertising staff of 60. 


Senator THORVALDSON: What country is that? 


Mr. SINCLAIR: Russia. In western Europe, advertising levels are high and 
practices are becoming startlingly similar to those in North America. 


Senator THoRVALDSoNn: I would like to ask a question on just one other area, 
Mr. Chairman, if I may? We are here, of course, largely trying to discover why 
food prices have inflated as much as they have, and you gave us the figure per 
capita for advertising over the whole area of the Canadian economy. Now, there 
was some suggestion that the per capita for food was $10 in Canada. Is that a 
guess or did you bring with you some working figures on that? 


Mr. SINcLAIR: That is, first of all, our best estimate. On the total of 
advertising there is no question. It is $40 per capita. But breaking out food is a 
little difficult, because, for example, there are companies such as Lever Brothers 
which are in both food and detergents and the likes. It is very hard to say how 
much of their advertising is food advertising. By taking the total of known 
advertising expenditures devoted exclusively to food, and then making some 
estimate, and it has to be an estimate, of other advertisers’ which may be food, 
we believe it is about 25 per cent of the total which runs to the $10 per head 
figure. 
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Senator McDona.p: I had intended asking two questions, but one has been 
asked by Senator Thorvaldson. So I will come back to the rates for television 
advertising. Are they set in the same way as the rates for newspapers? That is to 
say, if you have a newspaper with a circulation of one million the advertising 
rates will be much more than they would be if there was a circulation of 
750,000. Is it the same with the television stations? If you get a viewing 
audience of say, 75,000, in the evening is the rate higher, and if the audience 
is less, is the rate lower? And secondly are the rates for television stations in 
Canada and the United States comparable? 


Mr. REYNOLDS: The broadcaster publishes his rate card upon which he sets 
his rate according to the audience based upon the measurement of the audience 
he has at various times. Therefore you do not pay according to the audience, you 
pay against a rate card and the rate card is based upon the measurement of the 
audience. With regard to the second part of your question and I cannot give an 
authoritative answer on this or quote a source, but it is my general opinion from 
examining rates on both sides against audiences that the rates in the United 
States are in the main higher than in Canada, with one exception and that is 
that there are at certain times in the United States and in certain geographical 
areas, what are called block-buying concepts, and here you have the trade 
press carrying stories on this from time to time, and it would be difficult to give 
a categorical answer to the question relative to that particular segment of 
the operation. It is not prevalent, but it does exist. 


Co-Chairman Senator CROLL: Senator Carter. 


Senator Carter: I had three questions, but in the interests of brevity and 
because of the lack of time I shall limit it to two. First, I would like to ask Mr. 
Sinclair to clarify a reply he made to Mr. O’Keefe this morning. He said his code 
of ethics prohibits exploitation of human misery, but apart from playing on 
superstitions and fears, you do not prohibit exploitation of human weakness. 
What Mr. Sinclair said was that some parents disciplined their children and some 
parents do not, but it is the responsibility of the parents to do so and if they don’t 
do so they are fair game and it is quite all right for advertising people to come in 
and exploit their weakness. If I am wrong in that I would like to have it cleared 
up. 


Mr. SrincLair: What I said, or what I set out to say, is that we are living in 
an age preoccupied with youth in which parents seem to have abdicated the role 
of correcting and disciplining the young. They are putting disposable incomes 
into the hands of the young. Indirectly the case made by Mr. O’Keefe was with 
regard to breakfast cereals, but directly disposable income is in the hands of 
the children. Now I am not prepared to say that the child is better off if he 
chooses cereal A as opposed to cereal B. But I am saying it is the decision of 
the parents to allow the child to make a decision. Inevitably advertisers will 
appeal to the people making the decision. 

Senator CARTER: In fact you don’t have a code here about exploiting human 
weaknesses. Is that left out deliberately? 


Mr. Sinciatr: But we do not exploit human weaknesses, and I would like to 
see a concrete example to the contrary. I do not agree that it is exploiting human 
weaknesses to invite a child to choose cereal A rather than cereal B. . 


Senator CARTER: You know that in many cases a child chooses one over the 
other not because it is better, but because there is a particular gimmick added. 


Mr. SrncLair: Yes, but could you adduce the corollary that the child is 
thereby at a loss? 


Senator CARTER: Yes, because the thinking seems to be that because the 
parents do not discipline the child you can take advantage of it. ; 
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Mr. SINCLAIR: I say that if the child has disposable income it is reasonable to 
appeal to it because it has that disposable income. 


Senator CARTER: Coming now to my second question which deals with 
public reaction and whether you test it. What I have in mind is television 
advertising which I find somewhat nauseating, not because it is indecent or 
morally offensive, but because it insults my intelligence, 


Senator McDONALD: What I refer to as tripe. 


Mr. REYNOLDS: May I deal with that? I cannot let this go any further. We 
have heard complaints this morning with regard to encouraging people to live 


does marriage. If advertising is charged with being long winded, so is the House 
of Commons. If advertising talks to many, but only a few people listen, the same- 
thing applies to the church. But those are all institutions which have lived for a 


Senator CARTER: In other words you are saying that two wrongs make a 
right. 


Co-Chairman Senator CROLL: You will notice he said the House of Com- 
mons. 


Senator THORVALDSon: Thanks for not including the Senate. 
Co-Chairman Senator CRoLL: He is buttering up the chairman. 


Mr. SINcLarR: I would like to add a supplementary, It is a matter of concern 
to all of us, just as all vulgarity is a matter of concern to us. Nevertheless it is 
there. I often read stories in the newspapers that I wish were not there. I see 
some books on newsstands that I wish were not there. It so happens that the 
newspaper with the largest circulation in the world is the News of the World in 
London, and this deals mainly with vulgarity. But it is not the function of 
advertising to manipulate people’s taste. The situation is that the client entrusts 
to our advice the disposition of a budget which has the function to sell goods. 
We set out to sell these goods and to achieve this we have to deal with people as 
they exist. We cannot direct it to the people as we wish they were, but to the 
people who really are out there. These are the people who read the pocketbooks 
you see on the newsstands. That is not to say that we should appeal in vulgar 
terms, and we do not set out to do that. The problem is that there is not just one 
level of taste in Canada. If advertising were not mass communication, and if I 
could address an advertising message specifically to you, senator, I know I would 
never insult you. 

The problem of advertising is that it is mass communication and inevitably 
some people will be offended but that will always be a small minority otherwise 
advertising will not survive. If advertising offends a significant segment of the 
people, sales will not result and the harm done would be felt by the advertiser 
because it will have a very long effect. People have long memories, and if they 
are insulted or offended they will punish the advertiser by removing their 
business. There is an immediate discipline on vulgar advertising. But it cannot 
protect individuals or a minority with different tastes from the norm. Also I 
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want to repeat that I am not saying there is not vulgar advertising. There is far 
less than there was, and we in our organization are taking steps to see it is less 
yet. 


Senator CarTER: I am glad to hear that. I would not call it “vulgar”, and 
I do not think what Mr. Sinclair has said is a very great compliment to the vast 
majority of people. 


Mr. ALLMAND: Mr. Vaughan, at page 9 you state that one of the benefits of 
advertising is a free and democratic press. Some people have said the very 
opposite. They say the fact that newspapers are mainly financed by businesses 
advertising products affects the freedom of the press, because if they say things 
these advertisers do not like their finances would be withdrawn. Have you ever 
had examples where advertisers would ask you not to place your ads in certain 
newspapers or with certain radio stations, because those radio stations or those 
newspapers or those magazines publish editorials against their philosophy, their 
way of life? 


Mr. VAUGHAN: I have never had any examples of that character, and I do not 
think I will. And for this reason, that the advertiser is buying audience, so to 
speak, and the advertiser may not agree with the editorial policy of a paper any 
more than you might agree with the editorial policy of the CBC. He is buying 
audience, and if that particular medium will deliver the audience that he wants, 
he is prepared to buy it. The very worst thing that could happen, as we point out 
in our brief, is for any advertiser to try to influence the press. 


Mr. ALLMAND: So, you would disagree with the statement made by some 
people that advertisers actually have a lot of control of the editorial policy of 
any medium? 


Mr. VAUGHAN: Definitely, I disagree. 
Co-Chairman Senator CROLL: Mr. Reynolds wants to say something now. 


Mr. REYNOLDS: On behalf of my associates—and the responsibility primarily 
is that of Mr. Vaughan to conclude our presentation—I want to say this, that 
although the terms of reference of this committee deal with the matter of public 
welfare relative to credit and price, this is the first time an organized group has 
had the privilege of appearing before you who are engaged in the arts of 
persuasion. It is our responsibility to be knowledgeable in the ways in which 
persuasion can influence people. 


We have built the second highest standard of living in the world in Canada, 
and the highest in North America, and we sincerely submit this has been made 
possible because a technological achievement has been married to persuasion in 
order to broaden the standard of living and raise it to such a high level. But we 
measure our standard of living by degrees of comfort and degrees of conveni- 
ence. We submit there is no sin in creating comfort; there is nothing wrong in 
improving the conveniences of living; but if all that we leave to our children is a 
higher standard of living consisting of more comfort and greater convenience, 
then their heritage is nothing more than a collection of hollow status symbols. 


So with our responsibility, as manufacturers, as marketers, as agencies, as 
government, as people entrusted by the citizens of this country to manage a 
standard of living, we must also manage a standard for living; and I earnestly 
believe it is our collective responsibility, and we as professionals in the arts of 
persuasion would gladly join with all responsible bodies who are prepared to 
bring a balance to our way of life—not to tear down our standard of living in 
order to bring it to a degree of equalization at a lower level, but to bring up the 
total welfare of our collective privilege as Canadian citizens by giving a standard 
for living as well as a standard of living. 
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Co-Chairman Senator CROLL: Gentlemen, may I, on behalf of the commit- 
tee, myself and the co-chairman, thank you for your excellent and informative 
brief, and more particularly for the appendix called “The Economic Implica- 
tions of Advertising,” which I think will become a reference document of the 
first order because this is just the beginning of the public interest and the public 
discussion of this topic, this was very Wisely done so that people can refer to it 
from time to time. 


We are particularly pleased to find you competitive people are all in 
agreement today. Further, we are particularly pleased to find that we can see so 
many of you at one time without charge, and have an opportunity to pick your 
brains a bit. We have profited from your knowledge, and we hope a little of 
your persuasiveness rubs off on us, and for that we all thank you. 


Mr. VAUGHAN: Thank you very much, sir. 
The committee adjourned. 


TUESDAY, December 13, 1966. 
Upon resuming at 3:00 p.m. 


Co-Chairman Senator CROLL: Will the committee come to order, please. 


Mr. McCutcueon: Mr. Chairman, I know that we have a busy afternoon 
ahead of us, but I would like to put on record a letter I received from Mr. Robert 
“Bud” Simpson, the Member of Parliament for Churchill, 
| Co-Chairman Senator CROLL: Yes, you may read it into the record. 

Mr. McCUTCHEON: The letter is dated December 9, 1966, and reads: 

Dear Mr. McCutcheon: £3 
Canadians in general have been following the work of the Committee 
on Consumer Credit in relation to the cost of food with a great deal of 
interest as I am sure they all realize that this subject is one of utmost 
importance to all Canadians. I realize that many briefs have been present- 
ed to the Committee and many. witnesses. have appeared before it, and I 
feel that these briefs in general have dealt with the food price situation in 
most of the major centres of Canada. 


It is also possible. that the food price structures from some of the 
smaller centres have been presented to the committee. However, in gen- 
eral I would feel that representations from the smaller centres have come 
from areas not too far removed ina transportation sense from the main 
arteries of Canada. 

I would therefore like to take this opportunity of submitting for the 
consideration of the committee an abbreviated report of some current food 

_ prices in Churchill, Manitoba, with a comparative cost of similar items in 
Winnipeg, Manitoba, as shown in the Taiga Times of Churchill of October 
31, of which I am enclosing twenty copies. 

Canadians in general are justifiably concerned with current food 
prices. However, in an effort to bring to the committee’s attention the 
situation faced by residents of many isolated areas in Canada, I would 
respectfully request that these comparative food costs which I have placed 
before the committee be given the fullest possible consideration in their 
deliberations. 

The plight of the consumers in Churchill is shared by many centres 
in northern Manitoba, such as the communities along the Hudson Bay line 
and larger towns such as Thompson and Lynn Lake. Admittedly, trans- 
portation costs are largely responsible for added costs to consumers in 
the north. However, they are not the sole cause of what are felt to be 
unnecessarily high prices. 
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Canadian National Railway freight rates as quoted December 9th, 
from Winnipeg to Churchill are outlined on the attached sheet. 


The abbreviated report of the current food prices, which is referred to in the 
letter, is as follows: 


C.N.R.—L.C.L. FREIGHT RATES WINNIPEG TO CHURCHILL 


Kresh, VeGClADLES © ..2c: va ss ee ee ee eee $ 5.25 per cwt. 
FLUIt sacks | hari io Pees pad Se. OP eae # 
Bread, .4acs8eeh oe Beat dele Matiniitast Wie ets ry 
Butter oct see te Set ae See eo 3.30 per cwt. 
WISTS. ash «sly oles Be duu eater. see eee 4 
Milk Powders. 44 gi0 sae fehl BF a Cea s§ 
POtALOCS wel. £5. I ee ee, a ie ct 


All above rates subject to additional 10% if heating requested. 


Rates quoted are for minimum of 1,000 lbs. and scale down 
at 5,000 and 10,000 lbs. 


Co-Chairman Senator CrRoLL: Mr. McCutcheon, what you have just read 
will appear in the committee’s proceedings. Would you please hand the other 


documents you have to Dr. James so that a summary may be made of what they 
contain. 


Mr. SMITH: Perhaps this page from the Taiga Times could also be included 
in the proceedings. 


Co-Chairman Senator CroLu: Mr. Smith, our printing costs are becoming 
rather high. Can’t we summarize this document? 


Co-Chairman Mr. Basrorp: It is quite short. 
Co-Chairman Senator CROLL: Very well. 


Co-Chairman Mr. BAsForp: Having spent two weeks this summer in the 
arctic and the Northwest Territories, I think Mr. McCutcheon is quite correct in 
bringing the northern food prices to the attention of the committee, because they 
are certainly very high. 


Mr. SMITH: This article is from the Taiga Times, Churchill, Manitoba, under 
date of October 31, 1966, and is as follows: 


FOOD PRICES MAKE NEWS...HERE AND WINNIPEG... 


In the newspapers, newsmagazines, television and over countless cups of tea, 
the cost of living as it affects the housewife in her weekly shopping has suddenly 
become “news”. Prices are said to be rapidly rising to the point of “inflation”— 
in other words, faster than the increase in production, thereby causing the 
ing dollar to decline in buying power. 


Many Callers. The Taiga Times has received so many phone calls and 
requests to “do something about the situation in Churchill “that we are publish- 
Ing on our front page a comparison of exactly similar items of food carried by 


the same company in Winnipeg and Churchill. We feel the facts will speak for 
themselves: 


Item To Be Winnipeg Churchill 

Compared Price Price Diff. 
ELAR OCC 1 liye Ce ee nO ete .39¢ .69¢ .30¢ 
Wee reroes ine tho ee A9¢ .69¢ .20¢ 


POTATOES, No. 1 Can. 
DOPAC IOOIY. OE nce, ee eee ae 85¢ $2.89 $2.04 
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Item to be Winnipeg Churchill 
Compared Price Price Diff. 
T.V. DINNERS—Swansons 

Turkey, beet. Chicken fo. jc .O9¢ .79¢ .20¢ 
CHEDDAR CHEESE. Lb. 

via, “Wenning tras Met Ge palin © .65¢ .79¢ .14¢ 
PEASOUP, \Habitant.:28 oz tin ......... 4/83¢ 4/$1.56 13¢ 
APPLE DRINK—Allen’s 48 oz. .......... 3/95¢ 3/$1.65 .70¢ 
TOMATOES #28 07; tins, Choice ... <)... 3/89¢ B/S lead A6¢ 
PEAS, Aylmer, 15 oz. tins, Choice ........ o/75¢ 5/$1.25 .50¢ 
CORN, Aylmer, 15 oz. 

tins pCream styleio ovitioows, ido one | 4/69¢ 4/98¢ .29¢ 
FRUIT COCKTAIL, 15 oz. 

AVI C Bern CHOICE MY die 2k in: 2/49¢ 2/78¢ .29¢ 
SGA Rol Oela.o Manitebar.t2 28 balewt eck), nev, 85¢ $1325 40¢ 
COFFEE, Maxwell House 

Kiinobagsinessiotoxed). vier: d boot < .69¢ .97¢ .28¢ 
CIGARETTES, Popular brands 

pidinsor MiltemlGtney b. O01). anh i. dy. $4.09 $4.45 .35¢ 


“SHOPPER“ COMPARES WINNIPEG-CHURCHILL FOOD PRICES IN 
LOCAL FOOD-PRICE SURVEY... 


The following is a list of compared food items. Churchill prices were 
compared with food advertisements in “Winnipeg Free Press” and the “Carillon 
News’, Steinbach, Manitoba. Steinbach is approximately same size community 
as Churchill: 


Winnipeg & 

Prices In Churchill Steinbach, Man. 
Phin ee otemeto ST S0tib i a .89¢ lb. 
SEER VHD SYS NF INO LP | Sa .99¢ Ib. 
DO UME wer eOUE t,t is on, .45¢ — .59¢ 
POE CHOP SOD ED als he trol vai NAL ail .69¢ @ Wpg. 

10/$1.00 Stbch. 

LN) ace ee (een rete co ee ae My eRe Cl .64¢ Ib. 
PL Aeon eal ila Ge .89¢ lb. 
GLE), Wine Memiced, ees ee Pmt cnn C 6/$1.00 and 
McGavins: .27¢—Westons 2A! A. 1c aaa: 7/$1.00 
ORANGES: 5 lb. Polybag Be inns) ne ae 5/89¢ 
APPLES, MacIntosh Handipak 

BL. row approx, 19 Ib. &2.99 . 0", $1.89 
sgl HA SBS) Ob ig b> PD ba a an Me aa i .69¢ Ib. 
pTLA) gu S001 98a a ap Rai RR RT .49¢ Ib. 
BUS SOM en Siatian a7 al dg (Cee Otte 3/97¢ 
PEANUT BUTTER, York, 48 Oe bend pee cet asd .93¢ & .99¢ 
PLUM peo hag (64.95... fn hk $2.18 
POU, “20 na Dag os) G0) se Siw boweltob at $1.89 
PANCAKE MIX, Aunt J., 36 ‘VAI UF Me lliiect recaps, 59¢ 
SHREDDED WHEAT, 12 oz., Ne Ke Oa a ST .29¢ 
BVAL. MILK. Pacific, Tally 6/$1.93 ........ 6/95¢ 
BN ND he 8 2/35¢ 
CONN sy BD Gace Diehl ic ncaehens chetnchte, <icaetbbvaee ug XE s.cbcle 3/39¢ 
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Co-Chairman Senator CROLL: Our witness this afternoon is Mr. Philip 
Moyes, President of Grocery Products Manufacturers of Canada. The committee 
will have ample opportunity for questioning him following the presentation of 
his brief. 


Proceed, Mr. Moyes. 


Mr. Philip Moyes, President, Grocery Products Manufacturers of Canada: 
Mr. Chairman and members of the committee, my name is Philip Moyes, and I 
am President of Grocery Products Manufacturers of Canada, a trade association 
of 82 leading manufacturers of branded packaged products, primarily sold 
through grocery outlets, which together account for $14 billion of grocery sales a 
year. A list of member companies and a statement of our objectives are attached 
to this brief. I am the salaried full-time chief executive of this organization. As 
such, I speak for the manufacturers, but at the same time I am an association 
executive and not a manufacturer. 


If I may at this stage depart from the brief I should like to say that I was 
very interested, during the proceedings this morning in Senator Inman’s request 
for information on advertising in the food industry. Therefore, together with Mr. 
Roxan, I did a little homework on this during the lunch hour, and these are the 
best figures that we could come up with in the time available, but I think you 
will find them substantially accurate. The expenditures on food in 1965, which 
are drawn from the National Accounts Annual Report, page 50, were $7,114 
million, which is, in fact, $365 per capita a year. The figure that I am using for 
the advertising figure was filed by the Institute of Canadian Advertising this 
morning and would certainly be of the magnitude I would estimate—$10 a head 
a year, including national and local advertising. That means that the figure is 
under 3 per cent of the selling price of food per year. I will re-phrase that just a 
little bit and say that $10 a year on advertising per capita in Canada is 
equivalent to 20 cents a week on the food bill, or 3 cents per person per day. 
This is the area in which we are working. : 


2. This Committee is to be commended for focussing public attention on a 
matter of urgent importance to our industry and to consumers in general, 
namely: | co a er 7 oe ar 

“the trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months.” 


3. This is a task which in the field of food alone will demand a great deal of 
time and research, quite apart from such other diverse components of the cost of 
living as cars, doctor bills, housing and the like. 


4. The food industry feels a great responsibility not only to improve the 
already high living standard of Canadians by constant improvements in the 
quality, utility, attractiveness, and range of choice available to the consumer, but 
to co-operate in our country’s broader humanitarian mission to aid and feed the 
less fortunate peoples of the less developed nations of the world. 


o. The background and reasons for the recent price rises, and the price 
trends to be anticipated for the future, are a matters of intense interest to our 
industry, and its ability to serve and satisfy the consuming public. 


6. We have therefore followed with great interest the proceedings of this 
Committee in its hearings to date. While a great deal of factual information has 
now been tabled, however, we are concerned with the confusion in the public 
mind on what has in fact been happening to food costs. Further to this, a careful 
study of the testimony and questioning indicates that members of the Committee 
may believe that food costs would be reduced by controlling advertising, promo- 
tions and package weights. We submit that some at least of the proposals 
suggested would tend to raise food prices. 
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7. Since this is clearly far from the intention of the Committee, we therefore 
requested the opportunity to appear and aid this Committee’s effort to ascertain 
the facts, so that informed judgements may be made on these vital issues in the 


pound of beef sirloin in 1961 cost 31.8 minutes of work against 30.8 minutes this 
year. A twenty-four ounce loaf of bread demanded 7.8 minutes in 1961 and 7.5 
minutes in 1966. A 15-ounce can of choice pears could be bought with 5.8 
minutes of work in 1961 as against 5.2 minutes of work this year. Remember that 
these figures span the period of greatest growth in the Food Index from 
January 1965 onwards and yet even including this period the price of food in 
real terms declined. . 


Since we drafted this brief one additional piece of information was released. 
In the Weekly Bulletin of the Dominion Bureau of Statistics dated December 9, it 
was shown that for the first eight months of 1966 the total labour income in 
Canada was up $2 billion over the same period last year—a rise of 12.6 per cent. 


9. To put it another way, in 1961 Canadians spent 22.4 per cent of their 
personal disposable income on food; in 1964 this had dropped to 21.2 per cent; 
and in 1965, the last period for which figures are available and which includes 
the first twelve months of the steep rise in prices, we spent only 20.3 per cent of 
our disposable income on food. 

10. In other words, the food industry has caught up its backlog of growth, 
and has still succeeded in delivering its products to the housewives of this 
country at a lower real cost than in 1961. 


WHAT Has Happenep To Foop EXPENDITURES? 


11. Witnesses who have appeared before you have shown that, after a long 
Period of stability, the price of food started to climb early in 1965. It became 
serious by mid-year and since then has risen at an annual rate of around 7.5 per 
cent. 


12. We would like to take a closer look at the figures submitted by the 
Dominion Bureau of Statistics, showing the sectors of the food industry where 
the main price increases have occurred. With another DBS Survey those in- 
creases are then translated into dollars and cents to demonstrate the direct effect 
they have had upon the housekeeping budget of the average Canadian family. 


13. To do this, we start with a report published by DBS in December of last 
year. This report entitled Urban Family Food Expenditure, Catalogue No. 62- 
524, contains the results of the latest in a series of surveys which the Prices 
Division of DBS make periodically to ensure that the Price Index reflects the 
food buying habits of Canadian families. 


18. The DBS weighting system used in compiling the food price index each 
month is based on the amount of each type of food purchased by the families 
included in these surveys. It is designed in such a manner that, as nearly as 
Possible, an increase of one per cent in that average family’s food budget will be 


reflected by an increase of one per cent in the total Food Price Index. 
19. Similarly, an increase of one per cent in the cost of one of the sub- 


groups in that family’s budget, dairy products for example, will be represented 
by approximately the same increase in the price index for that sub-group. 
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20. It is thus possible to reverse the process. A one per cent rise in the 
total food price index reflects the extra amount that family will have to pay 
for all the food included in that sub-group. 


21. To arrive at those significant figures, we have used as our base the food 
price index for 1962 of 126.2 and the average family’s weekly expenditure on 
food of $23.07, as shown in the DBS Survey. 


FOOD BILL UP $2.67 A WEEK SINCE JAN. 65 


JAN.1965 SEPT. 1966 
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If I may make an apology to the committee at this stage, we laid the 
foundation step by step, perhaps rather slowly on this one, in order to come to 
what are now solid facts and which we believe are the serious matters of direct 
concern to this committee. 


22. By January 1965—the latest breakdown we have—the food price 
index had risen to 132.5. Therefore, by multiplying the 1962 average of $23.07 
By 132.5 

126.2 
we see that in January 1965 the housewife was spending $24.22 on food. 


23. In the same way, the September 1966 food price index of 147.1 sets the 
family weekly food expenditure at $26.89. 


business and has spent these past weeks studying this situation. 


25. Let us take a closer look at his additional $2.67 a week that the average 
Canadian family is having to pay for its food. To do this, we have taken the 
family’s expenditure on each main category of food, as shown in that 1962 
survey by DBS. By applying the price index for that category you can then 
find what that family had to pay for it in January 1965 and what it had to pay 
for it last September. 


26. The categories are: farm products, fish, processed foods, other and 
restaurant meals. 


27. Farm products include beef, pork, and other meats in all forms; dairy 
products; eggs; poultry; fresh vegetables and fresh fruit. 


28. Processed foods cover fats and oils (except butter); canned fruits and 
vegetables; cereal products and baked goods; and what DBS terms “mis- 
cellaneous groceries” including tea, coffee, soft drinks, candy, sugar, honey, mo- 
lasses, jam, Salt, spices, salad dressings, pickles, catsup and relishes, soup, baby 
foods (canned), peanut butter, etc. 


29. However, certain groceries are found under the heading “Other”. They 
include frozen foods, prepared and partially prepared dishes, and soft drinks 
consumed away from home. 


ne Exhibit “A” 
_AVERAGE WEEKLY FOOD EXPENDITURES 


OF A TYPICAL CANADIAN FAMILY 
JANUARY 65 AND SEPTEMBER 66 


Increase 
Jan. 65/Sept. 66 
Per Cent 
Jan. .65 Sept. 66 $ Value Increase 
Farm Products". /...... $12.61 $14.70 $2.09 16.6% 
Fish .....45 .ey..-. AT .o4 ati § 15.0% 
Processed Foods ...... Thos 7.81 23 3.0% 
PRAGA ts Tae tee eee tn he 1.16 .04 3.6% 
Restaurant Meals ...... 2.44 2.68 24 9.8% 
409 208 Fae Cel a ea $24.22 $26.89 $2.67 11.0% 
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FOOD BILL UP $2.67 A WEEK SINCE JAN. 65 


JAN. 1965 SEPT. 1966 
AVERAGE FAMILY FOOD EXPENDITURE 


=) Farm Products 


|_| Processed Foods 
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31. In January 1965 the family spent $12.61 a week on farm products; 47 
cents on fish; $7.58 on processed foods; $1.12 on other foods, and $2.44 on 
restaurant meals; for a total of $24.22 a week. 


32. By September of this year, the farm products bill had gone up to $14.70; 
fish to 54 cents; Processed foods to $7.81; other foods to $1.16; and restaurant 
meals to $2.68; for a total of $26.89 a week. 


FOOD BILL UP $2.67 A WEEK SINCE JAN.'65 


UP 
$ 2.09 


~ Farm - 
Products 


Restaurant 
Meals 
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33. And thus we are left with an increase of $2.67 a week during the 21 
month period to examine, dissect and trace back to its causes. 


34, And here, members of the committee is a fact of the utmost significance. 
Of that extra $2.67 on the average family’s weekly food bill, $2.09 or nearly 80 
per cent was caused by higher prices for farm products. 


Please note that I am not saying here that farm products have gone up 80 
per cent. You will see from Exhibit A that they have gone up 16.6 per cent as 
shown in paragraph 30. 


35. These are the products which carry few national brand names. These are 
the products which require little or no processing. These are the products where 
government control is greatest; where the traditional contact is directly be- 
tween the primary producer or his representative in the form of a marketing 
board, on the one hand and the wholesale or retail buyer on the other. These are 
the products from which the farmer gets his largest slice of the consumer dollar. 


Again, let me interject here that we are looking at the retail prices on the 
shelves as established by D.B.S., not the prices on the farm. 


36. How about the remainder of the $2.67 increase in the family food bill; 
the 58 cents not yet accounted for? Almost half of it, 24 cents, has to go toward 
the higher cost of eating out. Another seven cents goes on fish, and four cents on 
other foods. : 


37. Processed foods were responsible for adding only 23 cents a week onto 
the average Canadian family’s weekly food bill—a rise of 3 per cent in that 21 
month period from January 1965 to September 1966. That is equivalent to an 
annual growth rate of 1.7 per cent. Certainly a substantial part of that increase 
resulted from higher prices for the raw materials used by the industry. 


38. Processed foods are the items where national brands are most strongly 
established. These are the items where advertising has been most effective in 
keeping the consumer informed and in establishing broad markets that have 
kept unit cost down. 


39. On a percentage basis, it should be remembered that we are talking 
about a 21 month period. A 3 per cent annual growth rate, for example, would be 
reflected by a rise of 5.3 per cent over this 21 month period. 


40. Exhibit A shows the percentage rise of total food expenditure from 
January 1965 to September 1966 as 11 per cent. The percentage rises of the 
categories are: farm products, 16.6 per cent; fish 15 per cent; processed 
foods, 3 per cent; other foods, 3.6 per cent and restaurant meals, 9.8 per cent. 


41. In Exhibit B, we take a closer look at what has happened to the 
individual components of these categories. 


42. Under farm products, meat accounts for no less than $1.16 out of that 
extra $2.67 the housewife has to find each week. Dairy products, including 
butter, swallowed up an additional 37 cents a week. Eggs, the price of which rose 
by more than 50 per cent in that 21 month period, cost her an extra 36 cents 
and poultry another 5 cents. 


43. All told, she had to pay an extra $1.94 a week for those items which the 
agricultural specialists call livestock and products. 


Guten 
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44. EXHIBIT ‘B’ 
AVERAGE WEEKLY EXPENDITURE 


OF A TYPICAL DBS FAMILY 
JANUARY 1965 AND SEPTEMBER 1966 


ON FARM PRODUCTS 


Increase 

(Decrease) 
Jan. Sept. Dollars Per 
1965 1966 & Cents Cent 


FARM PRODUCTS 


CR RIM fata ae hem) adokn date $1232 Sy 2 oF4 $, 442 18.1% 
PORE ROPOUY Tir, Se Hach d sc 1.76 220 .54 30.7% 
OtherMeats {2BO.YieP 8 Sohite Pale i Bee's .20 17.9% 
Dairy Products (Including Butter) 3.48 3.85 130 10.6% 
LON Me eo ae . 60 .96 . 36 60.0% 
OG ivem. a eit... ..... ae .90 .95 .05 5.5% 
Total Livestock & Products ........ $10.18 Siz. 12 $ 1.94 19.1% 
Presh-Vegetables--—-—-- Psy 1238 .01 0.7% 
Stes Faqir ... soce out he ie 1.06 A ali 8 .14 13.2% 


Se aa eye $12.61 $14.70 $ 2.09 16.6% 


TEETPTINE, 108) Sea Artal teenie ds Dreamin $ cadets S. .o4 Pai 6) 14.9% 
PROCESSED FOODS 

Fats & Oils (excluding butter) .. S35) .36 .03 9.1% 

arined: Frits? (+ -9at) L8loF saeiy aot .56 (.01) (1.8%) 

eamed Veretables s-—. .  e .06 .60 .04 iam A 

Cereal Products & Baked Goods ae eal ee AG 3.4% 

Miscellaneous Groceries ......... 44 91 DE .06 2.1% 
Btat Frotessed broods... woe > hobo Say aad 3.0% 
Se eee Cee ye i a pa a $ .04 3.6% 
MestalrantiWiMealssa iit ob ost Syitctes | $ 2.44 $ 2.68 $ 0.24 9.8% 
TOTAL FOOD EXPENDITURES nens2e J22 $26.89 $ 2.67 11.0% 


45. To provide her family with fresh fruit, she had to pay last September 14 
cents more in January 1965. Fresh vegetables, with local crops seasonally 
available cost her only an extra cent. Fish cost an additional 7 cents. 


46. Under processed foods, canned fruits actually cost the average family a 
cent less at the end of the period than at the beginning. Canned vegetables 
went up four cents. Cereals went up 11 cents. 


47. General groceries (termed miscellaneous groceries in the food price 
index) rose by only six cents. This represents an increase of a fraction over two 
per cent for the whole of the 21-month period. 

25342—6 
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48. Included in this group are many of the products manufactured by the 
members of GPMC. They include tea and coffee, soups; infant foods; jams and 
preserves; peanut butter; packaged desserts; honey; pickles; salt; spices; salad 
dressings; catsup and relishes. 


49. To sum up, we examine what proportion of the January 1965 food 
expenditure came from each product category and compare this to the price 
increase since that time. 


50. EXHIBIT ‘C’ 
PERCENTAGE COMPOSITION 
OF FOOD EXPENDITURE INCREASE 


Percentage 

Percentage of Increase of $2.67 
Jan. 1965 Food Jan. 65/ Total 

Expenditure Sept. 66 Increase 
Parm Groaucts . Beste... .. 52.1% $ 2.09 78.3% 
PAST MG oes sis CME Gc ieee 1.9% 0.07 2.6% 
Processed Foods @Qe... . &¥. 31.3% A popes} 8.6% 
Other freee) 0h Pree ese 4.6% 0.04 L.3% 
Restaurant Meals ......... 10.1% 0.24 9.0% 
TOTALS. sce han chs Simic et 100.0% Sn. Od 100.0% 


dl. In January 1965, farm products accounted for 52.1 per cent of all food 
expenditures by the average family; fish for 1.9 per cent; processed foods for 31.3 
per cent; other foods for 4.6 per cent; and restaurant meals accounted for 10.1 
per cent. 


52. In the period from January 1965 to September 1966, farm products rose 
by $2.09. As a proportion of the total $2.67 rise, this represents 78.3 per cent. 
Fish, with 7 cents, contributed 2.6 per cent of the total rise. Processed foods with 
23 cents, contributed 8.6 per cent; Other foods with 4 cents, contributed 1.5 per 
cent: and restaurant meals, with 24 cents, contributed 9 per cent of the total 
S2°0 Lise, 


03. In other words, farm products, representing just over one-half the food 
expenditures in January 1965, have contributed nearly 80 per cent of the rise in 
prices. Farm products are characterized by basic packaging, few name brands 
and little advertising or promotion. 


54. Processed foods, representing just over 30% of the food expenditures in 
January 1965, have contributed under 10% of the rise in prices. Processed foods 
are characterized by sophisticated packaging, strong name brands, and active 
competition through advertising and promotion. 


55. We submit that these figures record the substantial achievement of 


packaged groceries in keeping prices stable through a period of strong infla- 
tionary pressures. 


ROLE OF THE NATIONAL BRAND 


56. N ow that we have looked at the history of the year and three-quarters 
up to this September we would like, with your permission, to make some 


general observations in this area of processed foods which accounts for 23 cents 
of that $2.67 rise. 


57. The reason we would like to examine processed foods in more detail is 
that this heading covers almost all of the branded packaged food products 
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manufactured by members of Grocery Products Manufacturers of Canada. In 
order to aid the Committee in their investigations, we would like to paint a 
broadscale background of conditions in the packaged grocery business, against 
which the individual testimony presented to this Committee may perhaps be 
seen in relative perspective. 


is and always will be the housewife, yet we sell to the erocer. ‘This’ is: vet 
another of the checks and balances which ensure maximum competition to the 
benefit of the housewife. 


09. She makes the final judgements. Once she has picked off the shelf a 
product with a familiar name, she takes it home and tries it on a highly skilled 
and competent jury, her husband and the kids. If they like it, she buys it again. 
If they like it the second time, she may add it mentally to her regular shopping 
list, and by so doing she will change the pattern of buying by her local store 
manager, and thus throughout the industry. Equally, if the jury finds against it, 
she will remember not to buy it again. And, once again the pattern of the in- 
dustry has been changed. 


60. We have found over the years that the housewife’s judgements are 
valid and based on a great deal of experience. 


61. Each housewife is truly the ultimate judge of the success or failure of a 
product, and she reviews her judgement every week. Each time she takes her 
cart around the grocery store, she is voting for or against her last week’s 
choices, and her vote is recorded by the packages that disappear from the 
shelves and those that remain. She does not have to give reasons for her 
choices, and there is no appeal from her judgement. 


62. Now let us look at the function of the grocer who is our direct cus- 
tomer. The choice of what to buy, how to display it and what price to offer it 
at, is his by law and must remain his prerogative. His aim is to reflect as 
closely as possible the pattern of tastes and value judgements which together 
set the patterns of his customers’ demands. The closer he can get to these, the 
more efficient his operation, and, the more successfully he can fight the com- 
petitive store down the street. 


63.,The grocer is intensely aware of the changes in demand patterns, and 
he aims to predict what will happen next week and the week after. Some- 
times he’s right, sometimes he’s wrong. He decides whether to buy a particular 
product and how many shelf facings to assign to it. 


64. On the judgement of both types of customer—the housewife and the 
grocer—depends the fate of our products. Both make their value judgements 
and bring down a verdict—week by week, month by month, year by year. 


COMPETITION ON THE SHELF 


65. Now when the manufacturer has sold his products to the grocer and 
they appear on the shelf, the really intensive competition starts. His product 
in its well-known package is matched against all the compentitive brands and 
Private label products. His brands and all other brands will be found at the 
Store down the street, and at the store on the other side of town, and in most 
Cases coast-to-coast. 


66. The housewife can find her national brand products in any store. Having 
accepted their standard, she can trust the fact that she will be buying the same 
Product every time with the same characteristics of taste, flavour, texture, 
convenience, appearance, protection and all the other attributes which make it 
desirable to her. She can comparison-shop in all the stores convenient to her 
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knowing that in each store the same brand is of the same quality and only the 
price may differ according to the competitive pricing policies of the retailers 
concerned. 


67. It is most noticeable that the housewife insists on having this freedom of 
choice between many competitive suppliers, and is reluctant to shop at stores 
where the choice is limited. She recognizes to some extent at least the power that 
resides in her right to choose, and she insists on exercising that right. 


MANUFACTURER COMPETES WITH RETAILER FOR CUSTOMER LOYALTY 


68. Thus in a very real way the grocer and the manufacturer are directly 
competing with each other for the custom of the housewife. Each individual 
manufacturer aims to provide her with products she values so highly that she 
will insist on buying them at whatever store she uses. He hopes that if she can’t 
get his products at one store she will go to another store that does stock them. 


69. On the other hand, each individual grocer aims to offer her outstanding 
values in cleanliness, ease of shopping, variety of products, prices and the like, so 
that she will insist on shopping at his particular store and no other. 


70. This is healthy competition which works effectively in providing better 
value for the housewife. 


71. The grocer may see his private label products as playing a role in this 
competitive battle, since the customer can get them only in his stores and not in 
the competing store down the street. Once again, the choice rests with the 
housewife and she indicates her decision in the usual way—by taking one 
product from the shelf and leaving the other product sitting. In this she is 
watched most carefully by both manufacturer and grocer. What is her verdict? 


72. Despite the opportunity she has had over the years to develop a taste for 
private label products, and despite the persuasion by means of unusually large 
allocations of shelf space, of particularly favourable displays, and of claims of 
comparable quality, she continues to pick the manufacturers’ brands most of the 
time. 


73. However the battle goes in the future, one thing is clear. In the grocery 
business, the brand manufacturer is faced with severe competition from all 
directions. This is a healthy state of affairs which has undoubtedly contributed to 
the rapid development of the industry and can only work to the benefit of the 
housewife. 


THE QUESTION OF VALUE 


74, The continued growth of manufacturers’ brands reflects the housewife’s 
judgement on their value to her. We have already referred to the complex 
nature of this value judgement, which includes the flavour, aroma, appearance, 
convenience, uniformity, reliability of the product, together with the changing 
tastes of the housewife, her husband and their children. 


75. Perhaps the great achievement of the grocery industry in recent years 
has been the recognition that there is no such thing as a mass market. House- 
wives and their families are individuals, with individual and changing tastes. 


76. It is not, of course, possible to provide products custom-tailored to each 
individual customer. However, where a reasonable number of people share like 
tastes, it is now possible to cater to their particular needs, and today’s grocery 
industry bears witness to the successful way in which this can be done. 


a. The increasing sophistication of the housewife in the matter of food has 
become striking In recent years. A substantial number of housewives insist on 
the top-quality products in all categories, and this is not by any means restricted 
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to the upper-income groups. The top-line brand products are demanded by an 
increasing number of discriminating shoppers each year. 


78. While this is true, however, there is an equally clearly identifiable group 
of customers who, for good and valid reasons of their own, find their set of values 
most adequately supplied by price-oriented products, and who rate the other 
value characteristics as secondary when making their choices. 


79. This stresses once again that consumers are individuals, and particularly 
in the matter of food. As has already been expressed to this Committee, if all 
consumers rated their values in the same way, there would be only one size of 
any one product available on the grocery shelf; and if the first criterion in this 
choice was the price, then this would be the cheapest line of every product 
available today. 


80. As a footnote to this, we would point out that this might represent the 
ultimate in reducing the prices of food to the consumer. However, as soon as man 
raised himself above the subsistence level in food production, he began insisting 


to get it. 


81. What he and she want, in increasing measure, turns out to be the top 
products which in most cases are available only under manufacturers’ brands. It 
is precisely on these top products that the reputation of the manufacturers’ 
brands has been built up over the years. 


Propuct IMPROVEMENT AND NEw PRODUCTS 


82. How does a grocery brand item come to occupy a preferred position with 
a large proportion of al] housewives in Canada? It doesn’t happen by chance. It 
results from a manufacturer’s determination to accept nothing less than the 
best—in equipment, housekeeping standards, ingredients, and technology at 
every stage of the processing. 


83. That introduces a value judgement—the “best”. The “best” is not the 
manufacturer’s judgement of what is best, but the housewife’s judgement. It is 
determined by talking to her, interviewing her, writing letters to her. In every 
way we ask her what she likes, what she does not like and the improvements she 
would like to see. 


84. When a new idea has been identified in this way and found to be desired 
by a sufficiently large number of housewives, it is turned over to the technolo- 
gists in order to determine whether the new and desired characteristic can in 
fact be provided, or whether it will have to await a further break-through in 
processing techniques. 


85. New processing techniques are constantly being developed, examined 
and applied. In recent years we have seen for instance the Gamma irradiation of 
foods, and the freeze-drying of foods, each opening up new vistas for the present 
and future. 


86. Let us suppose that the new or improved product can be successfully 
Produced. The next stage is to make up sample runs, and place these out for wide 
tests by housewives in their own homes. If results are unfavourable, the product 
will be withdrawn at this or any other stage of the testing. 


87. However, if the product still proves out it moves into test markets 
where it is tried out under commercial conditions. This is the acid test. Does it 
move off the shelves? Does the housewife really want it at the price at which it is 
offered? 
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88. Finally, if all indications are favourable, the product is formally intro- 
duced on a regional or national basis. A product properly tested at all stages of 
its development in this way can still fail. However, the number of failures in 
properly tested products is very small. If a manufacturer disregards what the 
housewives tell him in their tests, however, he is choosing the quickest way to 
the new product graveyard. 


89. New items successfully introduced in recent years include: heat-and-eat 
fish products, powdered breakfast drinks; instant hot cereals; tenderized beef; 
instant potato; frozen ready-to-bake cookies, buns and rolls, mousse-type des- 
serts; frozen vegetables with sauces; instant chip dips; instant dressings; moist- 
type cake mixes; ice cream cakes and pies; frozen soup; mixed flavour jellies; 
non-dairy coffee creamers; freeze-dried coffee; dietetic foods and drinks; im- 
proved pizza mixes; new types of cereal; individually packaged smoked sliced 
meats; soft drinks in cans (now with tear tops); frozen pastry mix and pastry 
shells; low calorie whipped topping; concentrated liquid milk; plastic coated 
milk cartons; improved powdered fruit drinks; brown and serve sausages; frozen 
French fries; boil-in-bag foods; dry soup mixes with freeze-dried chicken and 
freeze-dried mushrooms; etc., etc. 


90. The list could go on indefinitely, particularly if we go into the area of 
new flavours and flavour mixes. These are only the outstanding products where 
the differences are immediately visible to the housewife. 


91. In addition, every product on the shelves has undergone improvement 
during these years. Resistance to staling, retention of moisture, flavour, stability, 
protection against humidity, light, oxidation—all these characteristics are con- 
tinually being upgraded in our regular food products and we are hardly aware of 
them. We don’t see the changes because they have been introduced gradually. 
However, if we suddenly went back only ten years to buy our groceries, we 
would be amazed at the differences in convenience, flavour and quality which 
today we take for granted. 


92. And yet we don’t entirely take them for granted. Consciously we may 
not be aware of them, but each time the housewife and her family sit down toa 
meal, they are passing a fresh new judgement on the acceptability of the foods 
they are eating, comparing them, liking the tastes, and complimenting the cook. 
It is on this basis the housewife knows just how highly her family values the 
brand products she buys. 


CONVENIENCE Foops 


93. As we detailed the new products which have been introduced you will 
have noticed the great emphasis on reduced preparation time in the home. In a 
sense one of the most important things we offer the housewife is the time she 
saves in the kitchen which frees her for other activities or for leisure. 


94. The average housewife in a family of four would spend five-and-a-half 
hours a day in her own kitchen if she made no use of pre-prepared foods. By 
YEIDS these foods, her time is reduced to an average of one-and-one-half hours a 

ay. 


95. Four years ago an extensive government survey in the United States 
showed that the housewife there was spending on convenience foods just over 14 
cents of her food dollar; and that it would have cost her 15 cents to buy the 
ingredients and make those same foods in her own kitchen. 


96. Peas, the most frequently used green vegetable, are a classic example of 
how the food industry saves the housewife both time and money. The same 
survey indicates that to provide each member of her family of four with a 
serving of fresh peas, would have cost the housewife at that time 52 cents and 
would take up 234 minutes of her time. If she used frozen peas, her cost was cut 


y 
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by more than half, to 24 cents and preparation time, including the initia] cooking 
period, is to cut a mere 63 minutes. With canned peas the cost came down stil] 
further to 20 cents, and preparation is just 1 minute. 


97. One reason the housewife pays less for frozen or canned peas than fresh 
produce is the elimination of waste before it goes into her grocery basket. To get 
the equivalent of 12 ounces of frozen peas, she would have to buy two pounds of 
fresh peas in the pod. If she felt like serving her family peas in December or 
January, those peas in the pod would either not be available or would be very, 
very expensive. 


98. The critical factor here, as in all other aspects of the grocery industry, is 
that the housewife is free to make her own choice. She can buy convenience food 


99. Characteristic of the convenience food field is the substantial demand for 
new processing techniques and technology. 


100. This often involves research on a scale possible only for a manufacturer 
with extensive technological and marketing experience, and the knowledge that 
the results of these research efforts will be welcomed by the housewife. Under 
these circumstances, it is possible to justify the investment in research, people 
and equipment, and the sizable risk involved in introducing new or improved 
products. Justification in this case, of course, means that there is a reasonable 
chance that the investment will ultimately contribute to the profits of the 
company. 


101. This is the reason why virtually all of the innovation in the grocery 
field originates with the brand manufacturers. 


nological research. 


THE ROLE OF ADVERTISING 


103. Since the Institute of Canadian Advertising has presented a brief to the 
Committee, we will not deal here with the broad aspects of advertising or its 
function in a dynamic free-enterprise economy, other than to stress once again 
that advertising is a prime characteristic of any competitive market. 


104. Instead we will turn to the specific function of brand advertising in 
to-day’s grocery market. We have discussed the investment in improving exist- 
ing brand products and in developing new ones. We have also stressed the fact 
that we do not sell directly to the housewife, but to the grocer, who in a real 
sense acts as her intermediary but also exerts his own value judgments. Re- 
member too that he is competing actively for the custom of the housewife. 


105. It is in this context that our consumer advertising should be viewed. We 
must keep the housewife constantly informed of the benefits to her of our 
established products, and make her aware of the advantages to her of our new 
ones. If we do not, our business—which depends on volume—wil] become static 
and ultimately decline. This message you have heard in various forms from the 
manufacturers who have testified in front of this Committee. It is true of brand 
manufacturers throughout the grocery industry. 
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106. With the elaborate system of checks and balances operating throughout 
this industry, we would believe that advertising by the brand manufacturer 
directly to the consumer contributes more than any one other single factor to 
ensuring active competition between manufacturers and grocers for the custom 
of the housewife. 


107. Advertising has frequently been approached in these meetings as a 
“myth”, an “evil”, “costly”, and a major form of inefficiency in our industry. We 
strongly reject these views. Advertising, in fact, is an important part of our 
complex economic system. It developed and grew in a competitive environment. 
It has played a major part in Canada’s continued economic progress. 


108. If the Committee desires an economic dissertation and more data on 
advertising within our industry, we are immediately prepared to co-operate. It is 
absolutely essential and vital to our industry and our economic system. We 
respectfully suggest that making arbitrary changes or regulations is a serious 
mistake which, be decreasing competition, might well have the effect of raising 
prices to the housewife. 


PROMOTIONS 


109. Over and above the advertising, however, each manufacturer is con- 
stantly competing to directly influence the buying decisions of the housewife as 
she walks through the grocery store. His aim is to encourage her to give his 
products a trial in the hope that she will like them and add them to her regular 
shopping list. He has a number of ways of doing this which are collectively 
referred to as “promotions”. They include co-operative merchandising allow- 
ances, case allowances, premiums, samples, cents-off deals, coupons, etc. 


110. Every manufacturer uses promotions in one way or another. According 
to his particular objectives and competitive situation he will constantly vary the 
mix, increasing some and decreasing others as he finds the housewife likes the 
special offers he is able to make. 


111. This competition at the grocery shelf is a basic requirement of active 
competition to the benefit of the housewife. For example, the Director of the 
Combines Investigation Act has expressed his opinion that the disappearance of 
cents-off deals would have the effect of reducing price competition in the grocery 
industry. Each of the promotional tools offers something special in its own way, 
and each is necessary if the forces of competition are to work effectively for the 
customer. 


112. We therefore submit that restriction of these necessary tools will not 
work to the advantage of the house-wife. We believe that such restriction, by 


reducing competition at the grocery shelf, would inevitably tend to raise prices 
to the housewife. 


PACKAGING 


113. It is thus clear for a grocery manufacturer, everything begins and ends 
with the housewife. He starts by finding out what she wants; he finishes by 


offering a product for her to accept or reject. As this is true of products, so it is 
true of packages. 


114. The first function of a package is to protect, and here we have seen 
great forward strides in recent years. Many of us can remember having to store 
groceries in tins as soon as they were brought into the home or repack them into 
containers of various kinds. Little of this is needed with today’s moisture-proof, 
oxygen-proof, hermetic packs. Products can safely be kept around the home for 


much longer periods than just a few years ago when product deterioration was 
often a matter of hours. 


i 
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115. In addition to this, the package has truly been called a manufacturer’s 
only salesman. In these days of self-service, the package must make the product 
immediately identifiable by the housewife as she passes down the aisle in her 
store. This is the culmination of all the patient effort, the technological and 
market research, the advertising and promotions. If the package immediately 
reminds her of the good taste and high quality which her family rates so highly, 
it has done its job. She picks it off the shelf. 


this. In broad terms for instance the size of the family unit is of importance, 
since the housewife will wish to make up enough for the whole family at one 
time. Different people have different amounts of storage space, and families use 
some products more frequently or less frequently and may wish to obtain a 
confortable week’s supply or to take advantage of the economies in unit costs 
offered by the large size. 


117. With a cake mix, the amount needed to fill the regular size cake tins 
will decide the appropriate package size, and this will vary in weight widely 
according to the lightness or richness of the cake concerned. Where the products 
call for the addition of an egg, the amount in the package will be appropriate for 
either one egg or two eggs since it is difficult to subdivide an egg efficiently. 
Puddings to be mixed with a cup full of milk will be appropriately packaged, 
and here again the weight will vary but the size of the helping on the table will 
be the same. 


118. Competition depends on the ability of a number of suppliers to offer 
similar products under equal conditions for the selection of the housewife. When 
combined with the above considerations on package sizes, competition will 
require the presence of a large number of packages on the grocery shelves in 
order that the specific requirements of as many customers as possible can be met 
while still giving each customer freedom of choice. 


119. Since there are costs involved in this number of packages, it has from 
time to time been. proposed that a simplification or standardization of package 
sizes would substantially contribute towards a reduction in the cost of food. Our 
tables in the earlier portion of this brief indicated how little packaged foods have 
risen in retail price during this period of major inflation—only 3% or 23 cents in 
21 months. Nevertheless a number of critics feel that their proposal still has 
merit. 


120. Oddly enough, when you examine the argument, the critics are moving 
in two completely conflicting directions. On the one hand they call for the 
packaging of foods in standard non-fractional weights; and on the other hand for 
reducing the costs of foods by reducing the number of package sizes. 


121. Now, standard weights of a quarter-pound, half-pound, a pound and the 
like are suitable for uniform products in non-rigid containers such as cheese, 
butter and the like. 


122. But in rigid containers such as cans, jars, bottles or cartons, standard 
weight packages would greatly increase the number of sizes needed. One shell of 
breakfast cereal has been shown to the Committee as containing, fully charged, 
Six ounces of one product, eleven ounces of a second and fourteen ounces of a 
third. The answer of course is that the density of product varies widely and 
packaging lines are set up to handle a very limited number of shell sizes. To put 
it differently, it is possible to charge far more oatmeal into a container than corn 
flakes. 


2074 JOINT COMMITTEE 


123. Our situation in Canada is already difficult even for the large manufac- 
turers, in getting adequately long runs of a particular product on a high speed 
packaging machine to achieve economical costs. Shut down and changeover are 
non-productive, time consuming and costly. 


124. Standardization of package weights would substantially increase the 
number of package sizes required. Our exhibits serve to illustrate this fact. 


I have here before me a number of cartons, each containing a one half- 
pound product. Each carton is made with the same bottom dimensions: we have 
let the height go. They are fully charged. 


Co-Chairman Mr. BASForD: What are the products? 


Mr. Moyes: The products are: Cereal A, cereal B, cereal C; detergent A, 
detergent B; tapioca pudding; sugar; cake mix B; cake mix A; instant rice. 

The same principle is shown applied to cans. We have taken here 12 ounces 
of a number of known and very regularly served soups. As you can see, the 
diameters are identical, the heights vary. These are: tomato soup, beef noodle 
soup, oyster stew, green pea soup, bean with bacon, and chili beef soup. The 
varying sizes each contain the same weight of product. 


125. The production runs on each package size would be proportionately 
reduced and the costs would go up on existing packaging lines. In addition many 
new lines would be required together with buildings to handle them. The cost of 
all this additional expense would be borne by the consumer in the long run. 


126. May I at this stage extend an invitation to members of this Committee 
to visit typical packaging lines and examine the situation for themselves. I will 
be pleased to make the arrangements for such a visit at your convenience. 


127. Standardization of package weights would bear particularly heavily on 
the small manufacturer, already suffering from unduly short runs, and now 
threatened by substantial additional capital expenditures for new packaging 
lines. In addition, it would significantly reduce his ability to compete. One of the 
strengths of the small manufacturer is his ability to identify the special neéds of 
a particular segment of housewives, and to supply them. This may well consist 
of a specific package size. 


SUMMARY 


128. GPMC is a trade association of 82 manufacturers of branded packaged 
products. | 


129. In the 21 months ended September 30, 1966, DBS figures indicate that 
the average family weekly expenditure on food rose by $2.67 or 11 per cent. 
However, only 23 cents of this increase related to processed foods, indicating an 
annual growth rate of 1.7 per cent in the price of this category of foods. 


130. Farm products, representing just over one-half of the food expendi- 
tures at retail level have contributed hearly 80 per cent of the rise in price. 
Processed foods, representing just over 30 per cent of the food expenditures, 
have contributed under ten per cent of the rise in prices. 


. 131. The continued growth of manufacturers’ brands reflects the housewife’s 
judgment on their value to her. Value judgments reflect questions of flavor, 
aroma, appearance, convenience, uniformity, reliability, taste and price. 


Lai Advertising and promotions of all kinds play a vital role in ensuring 
active competition at the grocery shelf, to the benefit of the housewife. 


133. Package sizes are influenced by the convenience of proportions in 
recipes, by the economics of production and by a number of other factors rather 
than by the simple factor of weight. 
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134, Standardization of packages on a basis of weight would involve heavy 
capital and operating expenses which, in the long run, would have to be borne by 
the consumer in the form of higher food prices. 


135. Packaged convenience foods offer real value in the form of time and 
effort saved, and, in many Cases, in the form of actual financial savings. 


136. Committee members are urged to visit a typical packaging plant and 
discuss “standardized packaging” with experts before the Committee considers 
any recommendations to Parliament on this subject. 


OBJECTS OF 
GROCERY PRODUCTS MANUFACTURERS 
OF CANADA 


To promote in every legitimate way the welfare of the industries manufac- 
turing products primarily distributed and generally available through grocery 
outlets in Canada; 

To elevate the production and distribution of products primarily distributed 
and generally available through grocery outlets to the highest plane of efficiency, 
effectiveness and public service; 


To study and organize action on problems common to manufacturers of 
branded packaged products primarily distributed and generally available 
through grocery outlets; 

To collect and disseminate information and to provide a forum for the 
exchange of operating experiences on industry matters among members; 

To co-operate in cases of common interest with the activities of product 
organizations formed to meet the problems peculiar to the manufacture, distri- 
bution and sale of particular products through grocery outlets; 

To work with government agencies in the development and enforcement 
of laws and regulations protecting the health and welfare of the public and 
consistent with sound industry practices; 

To develop and maintain co-operative working relationships within each 
segment of the industry responsible for moving “grocery products” from pro- 
ducers to consumers—farmers, other primary producers, brokers, wholesalers, 
retailers and others; 


To establish a public understanding of the efficient line of essential] processes 


and services between raw materials and consumer products. 


Aluminum Company of Canada, Limited 

American Home Products Corporation 

The Andrew Jergens Company, Limited 

Appleford Paper Products, Division of 
the KVP Company Limited 

Armstrong Cork Canada Limited 

Benson & Hedges (Canada) Ltd. 

Bick’s of Canada Limited 

The Borden Company, Limited 

Bovril (Canada) Limited 

Brooke Bond Canada Limited 

Campbell Soup Company Ltd. 

Canada Packers Limited 

The Canada Rice Mills Limited 

The Canada Starch Company Limited 

Canada Vinegars Limited 

Canadian Canners Limited 

The Canadian Salt Company Limited 

Carnation Company Limited 


Catelli Food Products, Ltd. 

Christie, Brown and Company, Limited 

Colgate-Palmolive Limited 

Continental Can Company of Canada 
Limited 

The Creamette Company of Canada 
Limited 

Crosby Molasses Company, Limited 

Crown Zellerbach Canada Limited 

Crush International Limited 

Dad’s Cookie Co. (Ontario) Limited 

Domtar Chemicals Limited, Sifto Salt 
Division 

Dow Chemical of Canada, Limited 

The Drackett Company of Canada Ltd. 

Eddy Match, Division of Eddy Match 
Company, Limited 

Facelle Company Limited 

Fry-Cadbury Ltd. 
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General Foods, Limited 

General Mills Cereals, Ltd. 

Gerber Products of Canada, Ltd. 

Gorman, Eckert and Company Limited 

Green Giant of Canada Limited 

H. J. Heinz Company of Canada Ltd. 

Hershey Chocolate of Canada Ltd. 

Johnson & Johnson Limited 

S. C. Johnson and Son, Limited 

Kellogg Company of Canada, Limited 

Kimberly-Clark of Canada Limited 

Kitchens of Sara Lee (Canada) Limited 

Kiwi Polish Company of (Canada) Ltd. 

Kraft Foods Limited 

Lever Brothers Limited 

Libby, McNeill & Libby of Canada 
Limited 

Thomas J. Lipton, Limited 

McCain Foods Limited 

McLarens Foods Limited 

McNair Products Co. Limited 

Maple Leaf Mills Limited 

Mead Johnson of Canada Ltd. 

Mother Parker’s Tea & Coffee Limited 

Mount Royal Rice Mills Limited 

Nabisco Foods, Division of Nabisco 
Limited 

National Sea Products Limited 


Nestlé (Canada) Ltd. 

The Ogilvie Flour Mills Company, 
Limited 

Ovaltine Food Products, Division of The 
Wander Company of Canada Ltd. 

Oxo (Canada) Limited 

Pet Milk Canada Ltd. 

Pillsbury Canada, Limited 

The Procter & Gamble Company of 
Canada, Limited 

Purex Corporation, Ltd. 

The Quaker Oats Company of Canada 
Limited 

Ralston Purina of Canada, Limited 

Reckitt & Colman (Canada) Limited 

Reynolds Aluminum Company of 
Canada Limited 

Robin Hood Flour Mills Limited 

The Rowntree Company, Limited 

St. Lawrence Starch Company Limited 

Salada Foods Ltd. 

Scott Paper Limited 

Select Food Products Limited 

Simoniz Company Limited 

Standard Brands Limited 

Sun-Rype Products Ltd. 

Swift Canadian Co., Limited 

Tilbest Foods Limited 


Co-Chairman Senator CROLL: We will hear Mr. McCutcheon first. 


Mr. McCutcuHeon: I only have a couple of questions to ask. I refer you to 
chapter, or verse, 119, where you say “Our tables in the earlier portion of this 
brief indicated how little packaged foods have risen in retail price during this 
period of major inflation.” 


It is the view, then, I take it, of the organization you represent that we are 
in a period of inflation. Now, there is some discussion and some opinion to the 
effect that this is not an inflationary time that we are in. I would like your 
comments on that, please. 


Mr. Moyss: Certainly, sir. Iam happy to give my view. We are taking the 
period starting January 1965. We brought it as close to date as possible. At any 
rate, let us say that in the whole of 1965 and in the early part of 1966 we were 
clearly, in the view of my association, in a period of inflation. I bow to the 
experts in what has happened in the last few months. 


é Mr. McCutcuHeon: Thank you. I think I heard you correctly, but I would 
just like you to repeat it: am I correct in assuming that you referred to retail 
prices when speaking about the price of farm products? 


Mr. MoyEs: Yes, sir. Everything is retail prices in this submission. 


Mr. McCutcueon: According to D.B.S., 41 cents of the consumer dollar goes 
to the farmer. This includes meat, cereals, and raw materials that your people 
use, and yet you say that 52.1 per cent of the increase in cost is directly 
attributable to farm products. The 41 cent figure that the Department of 
Agriculture uses is on the farm prices, so can we assume from that, then, that 


this spread between the 41 and the 52.1 has been taken up in some other area of 
food processing? 


Mr. Moyes: Forgive me, sir, but I cannot identify that 52.1 figure. 
Mr. McCutcuHeEon: Let us go back to chapter 51. I believe that is where it is. 
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Mr. Moyes: Oh, I beg your pardon. This is 52.1 per cent of the expenditures 
at a given time in J anuary of 1965. 


Mr. McCutcHEon: Yes. 


Mr. Moves: Let me Say on this that the definition—may I take you back? 
This is a little tricky, and I want to make sure that it is not misunderstood. As 
you so rightly say, farm products include every category here, other than fish. I 
believe I correctly heard the Department of Agriculture say that farm products 
are not interpreted as including fish. Under processed foods, farm products are 
included as a raw material; as they are in “Other foods” and restaurant meals. 


Our definition here for farm products is very similar to the one Mr. Williams 
of the Department of Agriculture gave you, when he was speaking to you after 
having been recalled and questioned on his powers on packaging. Our definition 
includes beef, pork and other meats in all forms; dairy products; eggs; poultry; 
fresh vegetables and fresh fruit. 


If I may go just a little further, in Paragraph 44 of Exhibit B, you will see 
the individual breakdown of each of those headings and the amount by which 
they have increased. 


Mr. McCurTcHEon: We have established two things: you are using retail 
prices of farm products, not the farm prices. I know that you have been in 
attendance here and I am sure you heard witnesses say that the retail price of 
meat was not necessarily related to the availability, production, et cetera, but 
rather was what the traffic would bear. 


Dominion Bureau of Statistics, which showed the prices of farm, wholesale and 
retail levels in those areas, and I believe that the demonstration showed that it 
was possible to lay those on top of each other and get virtual identity. This is 
how it was reported, and I trust this was correct. 


However, if I may say so, sir, I am not coming here—to you particularly, 
since I have sat through so many of these proceedings—as an expert in the area 
of food prices, pertaining to produce or meat. One thing I have learned in the 
course of these meetings is that I know very little in those areas. I have come to 
speak on behalf of the brand preduct area, which equates in pretty general terms 
with what we are here describing as processed foods. 


Mr. McCutcueon: I think you have done an excellent job of pointing out to 
us that the foods which your association processes have not increased very much 
in terms of percentage in relation to other things. I think that is abundantly clear 
from reading your résumé. ; 


I think at the moment, Mr. Chairman, I would like to pass. 


Mr. Mores: With your permission, sir, there was a comparison made as you 
were starting to investigate the difference between 02.1 per cent and some other 
figure which had already been submitted. I would believe that they do not relate 
to each other. I did not thoroughly understand it, but it is not my intention to lay 
one against the other. 


Co-Chairman Senator CROLL: We will get into that a little later, perhaps. 
We will hear now from Senator Inman. 


Senator Inman: First of all, I would like to thank the witness, Mr. 
Chairman, for very kindly getting the information I requested this morning. 

I was in the station in Moncton the other day and I had two hours to wait 
around and I bought this package of Life Savers. Up to two weeks ago Life 
Savers sold for six cents each. Now they sell for 10 cents each. Four cents seems 
to be a big jump on such a little thing like that. 
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Mr. McCutTcHEon: Perhaps they are in short supply. 
some hon. MEMBER: Maybe they are. 
Co-Chairman Senator CROLL: Order, please. 


Senator INMAN: I just wondered if there could be any explanation for this 
difference. Has sugar gone up in price, by the way, or has peppermint flavouring? 


Mr. Moves: I am afraid I have no knowledge of that specific product. I 
regret that the company concerned is not a member, but, seriously, I have no 
information on that. 


Senator INMAN: This is manufactured in Hamilton, Ontario. 
Co-Chairman Senator CROLL: What is the name of the firm? 
Mr. SmMiTH: Life Savers Limited, Hamilton, Ontario. 
Senator INMAN: That is all, thank you. 


Co-Chairman Senator CROLL: We have had more letters about those Life 
Savers than we have had about anything else. Every time we get an inquiry we 
get a three-letter response, and they are still at 10 cents. 


Senator INMAN: They tell me that they only went up to 10 cents three weeks 
ago. 


Co-Chairman Senator CROLL: I understood that it was some time ago. Have 
you any other questions, Senator Inman? 


Senator INMAN: No. 


Senator O’LEARY (Antigonish-Guysborough): Mr. Moyes, you continually 
keep repeating here that these farm products require little or no processing. This 
is not substantially correct. 


Mr. Moyes: This is only in relative terms, sir. 


Senator O’LEARY (Antigonish-Guysborough): I cannot quite accept the 
comparison you make here. I realize you want to make a point, and you have 
made it well. But your definition of processed foods and farm products, I cannot 
agree with them. Where are you going to include the smoked meats, for exam- 
ple? 


Mr. Moyes: They come under the head of farm products. 


Senator O’LEARY (Antigonish-Guysborough): But that is processing and 
packaging. Butter, eggs—we have been given some of the costs of these things. 


Mr. Moyes: By comparison, if I may say, with a cake mix where there are so 
many different degrees of processing involved. Perhaps the easiest way I might 
take a look at this is by reading into the record the farmer’s share of the 
consumer dollars on some of these things. This, perhaps, is the difference 
between the two. This is not truly reading it into the record because it has 
already been filed with you by Mr. S. B. Williams, Assistant Deputy Minister of 
Agriculture, in volume 6 of your proceedings. These are for 1965: fluid milk, 53.2 
per cent; cheese, 36.3 per cent; evaporated milk, 37.3 per cent ; fresh apples, 26.2 
per cent; wheat-flour, 30.0 per cent; potatoes, 49.7 per cent. 

In comparison with the figures which Mr. McCutcheon was putting in for the 
overall component of farm products in the food bill, these are clearly higher, and 
we are not trying to say anything more than that. 


Co-Chairman Senator CrouL: Mr. Allmand. 
Mr. ALLMAND: The only question I have is with regard to dimensions of 


packages. Is it impossible to have certain standard size packages, but not 
necessarily fill them all to the top? Right now they are not all filled up to the top. 
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Some witnesses brought in packages of detergent and cereals and there was 
room in them. I presume in these examples you have prepared you have filled 
them right up? 


Mr. Moves: There will be some room at the top. As I think you have already 
heard the business of slack-fill is carefully controlled by Government. 


Mr. ALLMAND: Not in all products. 

Mr. Moves: Let me say that all foods are. 
Mr. ALLMAND: Cereals? 

Mr. MoyEs: Yes, indeed. 


Mr. ALLMAND: The amount of cereal in a package is controlled by Govern- 
ment? 


Mr. Moyes: No, the amount or the size of the package in relation to its 
content. If you get beyond a certain amount of slack-fill you render yourself 
open to prosecution. 


Mr. ALLMAND: But that was with soap and detergent. 


Mr. Moyes: And with breakfast cereals. Everything is packed fully at the 
time and tests are carried out to see what happens in the way of settling in the 
period of time until they appear on the grocer’s shelf. If you will concede the 
matter of slack-fill it might be possible. But are you not making it even more 
confusing to the housewife than it is at the moment? 


Mr. ALLMAND: I am just asking the question. You say if we were to accept 
some discrepancy in the fill— what did you call it, slack-fill? 


Mr. Moyes: That is the term. 


Mr. ALLMAND: We might possibly have three sizes of packages with different 
weights, but there may be other side effects which may not be desirable. Is that 
what you are saying? 


Mr. Moyes: I think so. 


Mr. ALLMAND: With respect to canned foods, is it necessary to fill the can 
right up to protect the food against damage? 


Mr. Moyes: No, sir, it cannot be filled right up. Again you will always find a 
small amount of head space. I am sorry for introducing so many technical 
Phrases. But since the products are retorted, that is subjected to heat after the 
lid is placed in position, there must be enough room for the expansion. This has 
been carefully specified by the Department of Agriculture as to how much head 
space may be left in. This has been discussed by a couple of witnesses before you 
previously and the housewife does in fact have a fairly accurate idea in most 
Sizes as to the amount of the product. She does not have to have a computer or 
Slide rule and she does not work down to eight places of decimals, but she does 


_ Compare one with another. The basic principle on which Food and Drugs and 


Agriculture work is that they have always accepted that the apparent size of the 
package must be as close to its contents as technically possible. 


Mr. ALLMAND: Why do you have the canned foods in weighted tins? Be- 
cause the regulations are there that there shall be fluid ounces for canned food? 


Mr. Moyes: I understand the Committee was interested in the possibility of 
standardized weights. As it applies in packaged goods, it applies in the same way 
in soaps. 

Mr. ALLMAND: Well, I thought that was the case too, but the regulation is 
that canned foods and vegetables shall be stated in fluid ounces whereas 
Packaged foods are according to weight. 
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Mr. Moves: That’s right. It has been found impossible to standardize by 
weight and volume has had to be accepted rather than weight. 


Mr. AtLMAND: And they are standardized on fluid ounces? 


Mr. Moves: The implication which I was reading into the record was that 
the volume description is not a satisfactory way of comparing one product with 
another and that it was necessary to get to a price per ounce basis. 


Mr. ALLMAND: But wouldn’t it still be possible to eliminate fractions and 
odd sizes, and let us say, at least, get them into full ounces or multiple sizes? 


Mr. Moves: Your multiple sizes do run to a number of permitted weights, 
and each time you run a permitted weight you get at this according to the 
density of your product. If you have six acceptable permitted weights, you get 
six times that amount. 


Mr. ALLMAND: Would your Association object to that? For example, elimi- 
nating fractions and odd sizes and a lot of multiples. Would they object to 
sticking to the three of four sizes they have now by eliminating the fractions one 
way or another and getting into multiples? 


Mr. Moves: This is eliminating the idea of standardization of weights? 


Mr. ALLMAND: I am questioning the alternative now. Another proposal 
might be to outlaw fractions and try to make it easier for a consumer. 


Mr. Moves: You are away from weight now and you are onto volume? 
Mr. ALLMAND: No, I am on weight. 


Mr. Moyes: I don’t think that is possible. The volume of a can is standard in 
the number of fluid ounces. 


Mr. ALLMAND: I am getting mixed up here, and maybe it is my fault. 
Talking about packaged foods, why could you not eliminate fractions to begin 
with, like 132 ounces in detergents and cereals? 


Mr. Moyes: As long as you accept the principle of slack-fill, I think it can be 
done. 


Co-Chairman Senator CROLL: Senator McDonald. 


Senator McDonaLp (Moosomin): Could I just carry on where Mr. Allmand 
left off. Surely a part of an ounce even in a very loosely packed material would 
not take that much room. For example one third or two thirds of an ounce 
would not affect it very much? Would it? Let us talk about corn flakes, which 


are a very fluffy, light product. How much volume would an ounce of corn 
flakes fill? 


Mr. Moyes: Again, sir, I hope I am not evading your question. If I am, please 
tell me. 


Senator McDONALD (Moosomin): No. 


Mr. Moves: It has always been fundamental to the concept of non-deceptive 
packaging that you must fill to the limit you possibly can. Within the technical 
capabilities of the individual product, you must fill as close as you can. Other 
than that you would be deceiving the housewife. You were shown, for instance, 
one shell of cereal products, and when you fill it with various types of cereals it 
comes out to different amounts. This has a direct relationship to what I am 
saying. I hope I am answering your question. 


Senator McDonaLp (Moosomin): I can quite see you could not have—and 
I think you used the expression in your brief—oatmeal and cornflakes in the 
same size package. They are not comparable. 


Mr. Moves: Yes. 
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Senator McDona.p (Moosomin): But it seems to me that a package of 
cornfiakes could contain 20 ounces instead of 201 ounces. 


Mr. Moyes: You have to accept the principle of slack fill. If you will accept 
that principle of slack fill, I do not see immediately any difficulty. 


Senator McDONALD (Moosomin): I want to go back to the question Senator 
O’Leary (Antigonish-Guysborough) was asking you when you talked about 
these being products which require little or no processing. Then you were 
comparing cake mixes and potatoes. Again, I do not think there is any com- 
parison, but I think you could compare cake mixes with instant potatoes. 
Surely, there is a lot of processing goes into instant potatoes. 


Mr. MoyYEs: Yes. 


Senator McDona.p (Moosomin): Would there not be a similar amount 
to cake mixes? 


Mr. Moyes: Instant potatoes—just let me check—would they come under 
the heading of “processed foods?” 


Mr. S. Roxan, Statistician, Grocery Products Manufacturers of Canada: Yes, 
I think so. 


Senator McDona.p: I have chosen a bad example too. Let us think of a can 
of meat—Klink, Spam or this sort of thing. Where do they fall, in your classifica- 
tion? 


Mr. Moyes: They are a portion of the “farm products’’—a relatively small 
portion, but a portion. 


Senator McDonatp: Is there not a lof of processing required to produce 
canned meat? I am talking of Klik, Spam, Spork and all the rest of them. 


Mr. Moyes: Perhaps it might be helpful if I read in—and this would directly 
relate to our Exhibit B again, the big and complicated table on paragraph 44— 
some of the processed items which do, in fact, fall into this “farm products” 
category. We recognized this was a problem, that breaking these categories down 
was going to present a problem, so we had a look at those. For instance, under 
the heading of pork in the same period of January, 1965 to September, 1966, 
pork sausages accounted for 4.4 cents of the rise, bacon—and I know you have 
heard a very great deal about bacon ever since this committee started—ac- 
counted for 15.2 cents; weiners for 2.0 cents. I apologize, but I do not have the 
luncheon meats, but they are a small proportion. 


Senator O’LEARY (Antigonish-Guysborough): Are they included in the 
“other meats’’? 


Mr. MoyYEs: Yes. 


Senator O’ LEARY (Antigonish-Guysborough): All the items such as leg of 
lamb, loin veal chops and weiners are included in those? 


Mr. MoysEs: Yes. 


Senator O’LEARY (Antigonish-Guysborough): May I point out something 
here? Going back to my point and the one Senator McDonald has followed up 
with now, this term “processing” is very wrong, from my point of view. For 
example, take bacon and ham as opposed to the fresh cuts of pork. I have in 
front of me here the D.B.S. figures for July, 1965 versus July, 1966. I see, for 
example, the fresh pork cuts, had a 53 to 6 cents a pound increase. On the 
other hand, your smoked or processed goods, 7.9 cents a package—that is at that 
time, and imagine how much it was in September—and 19.1 cents a pound on 
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processed hams. So the processed products certainly have taken a greater ad- 
vance, if these figures are correct, compared to the ones you state require very 
little processing. 


Senator McDONALD: I want to go back to this comment of ‘‘no processing”’. 
Mr. MoysEs: Little processing. 


Senator McDonaLp: I cannot agree with that. I maintain with regard to the 
products you were talking about that in the case of a good percentage of them 
there is far more processing goes into them than into a cake mix. I do not know 
anything about making cake mixes, but I imagine there are several ingredients 
that go into some sort of mixer, and in the end product you get one ton or 10 tons 
of cake mix, that goes into boxes and is distributed all across Canada. But if you 
were going to buy a T-bone steak, each one is processed by itself. You do not 
make three, ten, or a million of them in one batch. Every steak has to be made 
by hand, individually, in the butcher’s shop or the processor’s or some place 
along the line. I think, for -instance, in the case of fresh meat your cost of 
processing is much greater than in many products which would be packaged in 
the demonstrations we have here. I am glad that you have pointed out that this 
increase of 80 per cent is in the retail price, because previous witnesses, as you 
have told us, have indicated to us that some farm products have increased quite 
drastically in the last year or year and a half, but they have not increased 
anywhere near 80 per cent, and I think the major increases have come at the 
processing level and not at the farm level. 


Mr. Moyes: It is 16.6 per cent, not 80 per cent. 
Senator McDONALD: I am sorry. 


Mr. Moves: This is an ambiguity in my presentation of this. It is 16.6 per 
cent. 


Senator MCDONALD: Would you agree with me though that there is a lot of 
processing that goes into especially meat products? 


Mr. MoyEs: Yes. 


Senator McDONALD: It is very expensive processing in that it is individual: 
every steak, every chop, every roast is individually cut and packaged by hand, I 
think. 


Mr. Moyes: I think, if I may make a comment on that one, the figures given 
on the farm retail price spread show that the farmer got 57 per cent of the 
consumer dollar in beef. This would be higher than his percentage in—perhaps 
we should be calling these ‘“‘packaged groceries”. This was our intention. As a 
matter of fact, at a late stage in the drafting of this brief we realized we would 
be much clearer to use “packaged groceries” instead of “processed foods’. 
Unfortunately, it was at a stage when it was difficult to back track—in those 
areas are the heavy brands, the heavy advertising, and the like. 


Mrs. MacInnis: Mr. Chairman, I welcome this very businesslike and clear 
presentation. I do not think there is very much excess verbiage in it, and I think 
it is an excellent brief. 


Mr. Moyes: Thank you very much. 


Mrs. MacInnis: We had before us the other day a representative group of 
consumers—I believe the only consumer organization we have had so far—the 


C.A.C. I think it might be legitimate to do a little questioning based on some 
points they put before us. 


Co-Chairman Senator CROLL: Sure. 


Mrs. MAcINNIs: I would like to do that. 


| 
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You mentioned in your paragraph 9 that in 1965—-and then I quote, “we 
spent only 20.3 per cent of our disposable income on food.” You were talking 
about average Canadian families? 


Mr. Moyes: Yes. 


Mrs. MAcINNIS: Your average Canadian family, as I understand it, ranged 
from two adults, toa family of two adults and four children? 


Mr. MoyvEs: Yes. 


Mrs. MacInnis: And it ranged from $3,000 in income to $7,500? 
Mr. Moyes: Yes. 


Mrs. MAcINNIS: The C.A.C., the Canadian Association of Consumers, on page 
11 of their brief referred to a recent study by the Canadian Welfare Council 
which noted that in 1965 low income families had to spend 43 per cent of their 
incomes on food—I will leave out housing. 


The point is this, that the low income families—and I presume they are 
families whose incomes are below the government’s poverty figure of 
$3,000—spend twice as much of their income on food as do the families with 
the average income. Would you agree with the Consumers’ Association of 
Canada which said that the rise in prices has fallen on these different groups 
in sucha way as to erode the incomes of the low income and the fixed income 
groups? 


Mr. Moyes: Unfortunately, one of the problems that we seem not to have 
beaten yet—and I have been very interested in the moves which many of the 
parties in the house have been taking on this—is how we can grow and raise our 
standard of living, and still keep an equitable distribution of income. This. is a 
problem that we simply have not beaten yet. 


Mrs. MAcINNIS: You have not, as an association or personally, given thought 
as to how the incidence of this price rise could be met—how the incomes of the 
lowest income people could be made to cover anything like the diet that they 
covered before the price rise? 


Mr. Moyes: Again, in that same presentation of the Consumers’ Association 
of Canada, they recommended that this should, in fact, be tackled through a 
revision of the income tax allowances and the tax structure in this country. That 
may be a very good way of doing it. It is a major problem. 


Mrs. MAcINNIs: They did that, but I would like to invite your comment on a 
quotation which they give at page 14 of their brief, and taken from the report of 
the U.S. National Commission for Food Marketing: 


The high costs occasioned in some parts of the food industry by 
intensive promotion, superficial proliferation, and expensive distribution 
methods—all tracing back to the incentive to influence the consumer 
—were the principal shortcoming the Food Commission found in the 
industry’s efficiency ... 


More than two billion dollars is spent annually in advertising food. 


In an extreme case, breakfast cereals, about one-fifth of the money 
the consumer spends goes to pay the cost of persuading her to buy a 
particular brand rather than another and to buy it in a particular store 
rather than in the one a block or two away. 


What comments would you have to make on that finding of the U.S. National 
Commission for Food Marketing? 


Mr. Moyes: I think I would just look at that breakdown there—23 cents out 
of $2.67. That is the area in which practically—with Senator McDonald’s per- 
Mission—all advertising is taking place, it shows that these products are not a 
contributing factor in the rise in the cost of living. 
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Mrs. MacINNIs; You have either one of two things. You would say conditions 
are different in the United States, or you would question the validity of the 
American commission’s figures? 


Mr. Moyes: Let me say this, that the American commission did not go back 
to the basic statement of the weekly grocery bill. I think as a result of this that 
perhaps they lost their clear understanding of the relative magnitude of the 
factors involved. This, again, is a very personal comment, but during the time I 
have spent here I have discovered that as people threw more and more indices 
and growth rates at me—a 10 per cent rise, a 7.5 per cent rise, the index going 
from 117 to 123—I began to totally lose my relationships. This is why we 
endeavoured to get down to a simple statement of how many dollars and how 
many cents went to make up the grocery bill in January, 1965 and in Septem- 
ber, 1966. As soon as you look at this I think—to me, at any rate, this is true— 
the whole thing starts becoming clear and in perspective. 


Mrs. MAcINNIS: Well, you do not put anything there—there is no share 
there for packaging or advertising or the other things that have made the 
weekly grocery bill rise. 


Mr. Moves: The whole thing is 23 cents total. As an analogy of this one, I 
believe in many cases—certainly where I am getting my cups of coffee I find I 
am now paying 15 cents instead of 10 cents. The rise has been equivalent to the 
rise in the cost of five cups of coffee a week. 


Mrs. MAcINNIS: There is one more thing I would like to ask you. At page 5 
of the appendix to the brief of the Consumers’ Association of Caanda—and Mr. 
Basford raised this on another occasion a few days ago—the C.A.C. says: 


Second, we have now had three reports from careful and knowledge- 
able people suggesting that food retailers know the items in the D.B.S. 
food price index, and keep prices low on these, making up the loss 
elsewhere. 


What would be your comment on that? 


Mr. Moyes: I would make two comments on that one. Firstly, I know the 
items in the D.B.S. price index. That is one of the very early things I did when 
the committee got under way, and I did it so that I could more fully understand 
the figures that were given to us, and the basis for this investigation. I did ask 
for, and I did receive from the D.B.S., a list of those items. That is a public 
document, and it is freely available. If it is suggested that the retailers over 
the course of the months from, for instance, January, 1965 to September, 
1966 were manipulating price indexes then I am afraid I have to say that they 
must have been doing a very poor job. 


Mrs. MAcINNIs: The suggestion here is specifically that they tried to keep 


the items in the index low in cost, and then increase the prices on the other 
things. 


Mr. Moyes: A 7.5 per cent increase is not a low increase, in my estimation. 


Co-Chairman Mr. Basrorp: I might say, Mrs. MacInnis, that I examined one 


report that was given to me, and it did not prove to me what it was alleged to 
prove. 


Mrs. MacInnis: I just wanted to see if you had any more information. 


Mr. MOYES: As I investigate these figures, and go through the statement of 
the grocery bill, it seems to me that the D.B.S. figures provide a very good and 
reliable method of getting a true picture. It is extremely difficult to get a true 


picture. I have a great deal of confidence in them, because they seem to fit in 
with all the information I have. 
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Mrs. MacInnis: I think I said that that was my last question, but I do have 
one more. Do you think that modern food habits indicate that there should be a 
different kind of D.B.S. index made? Should there be different components in 
the food index now? 


Mr. Moyes: I will say that the investigations into the average urban family 
food expenditures—the figures with respect to which we were quoting, and using 
as the basis for our giving the dollars and cents—are carried out at frequent 
intervals. I think the D.B:S. is hoping to do another one very soon. The last one 
was made four years ago in 1962. They surveyed all of these 1,841 families. They 
surveyed what the families were actually spending on food. They did not say to 
them: “There is a standard grocery basket for 1949. What is it costing you 
now?”; they said: “Regardless of whether you are spending your money this 
way, and regardless of whether you are taking your wife out four times a week 
to eat in a restaurant, what actually are you spending on food?” I think that as 
soon as they get the new figures they will use them to re-calculate forward their 
index. I believe that that meets the point you are making. 


Mrs. MacInnis: No, I was asking you if you thought there should be 
different items in the food index. 


Mr. MoyEs: No, it includes everything they buy. 


Mr. Roxan: This is a list of the items that were added to the coverage of the 
food index. These are mainly food, but there are just a few other items here. 
This was following the 1957 survey. These items at the bottom were the 
ones that were deleted. In other words, adjustments were made following that 
survey in order to bring the index in line with consumer buying habits, and this 
is the basic purpose of the surveys. As Mr. Moyes said, they hope to carry out 
another one soon. 


Co-Chairman Senator CROLL: The last one was in 1957? 


Mr. Roxan: Yes, in 1957. There have been two surveys done since—one in 
1959, and the one which we have used in 1962. The last one was published only 
last December. I know the D.B.S. suffers from severe staff shortages, but perhaps 
they could be encouraged to speed up their process whereby they shorten the 
time lag between the taking of the surveys and the incorporation of the informa- 
tion into the food index. 


Mr. WHELAN: Mr. Chairman, I want to go back to paragraph 27, which has 
been mentioned so often, and I want to state, if I may, that I agree with what 
Senator McDonald has said. How can you class farm products, which include 
beef, pork and other meats in all forms, as other than processed. If I were not so 
familiar with the meat processing and packing plants, or whatever you want to 
call them, then perhaps I could agree with this, but some of the meat products 
are considerably more processed than your vegetables are. 


Mr. Moyes: Some are sir. I hope I made that clear in the early stages, and I 
have put on the record the increase in the cost of living in those specific items as 
far as I was able to do so. 


Mr. WHELAN: You do not make it clear in the brief that this 80 per cent 
increase in farm products does not go to the farmer. 


Mr. MoyEs: May I say two things to that if you will allow me. One of them is 
that in fact I agree entirely that interpretation would be a wrong one. Secondly, 
however, I am very pleased to see there has been an increase in farm income, 
because it has been clear from the information filed with this committee already 
that the farmer has been lagging in the growth which has taken place elsewhere 
in the economy, and the farmer is now picking up that growth. 
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Mr. WHELAN: I will agree with that rather slowly, that he is picking up a 
little bit. In paragraph 35 you say, ““These are the products which carry few 
national brand names.’ Now we can go back to meat products again. I am 
wondering how erroneous or false an impression is given about your canned 
meats which have all brand names in the newspapers and everywhere else. 


Mr. Moyes: Generally, and without wanting to be categorical on this one, 
your sirloin steaks and various cuts, produce of all kinds, do not tend to be 
branded as such, to be identified. There are some exceptions but those other 
items are by far the largest proportion and you have had the porportions quoted 
to you. May I also say that this takes us back into Exhibit B, paragraph 44 and 
if you look under the heading of fresh vegetables, under “Farm Products”, you 
will find that in the period from January 1965 to September 1966 fresh 
vegetables only contributed one cent to the increase in the cost of living. 


Mr. WHELAN: You do not really have to tell me that. I am already aware of 
it, because I come from the greatest vegetable producing area in the country. 


Co-Chairman Senator CROLL: That is why he told it to you. 


Mr. WHELAN: You use the figure of 80 per cent. You referred to fresh 
vegetables and fresh fruit. Are you talking of imported fruit and vegetables? 


Mr. Moves: I am merely taking the retail prices on the shelves, and as far as 
I know they do not differentiate. 


Mr. WHELAN: In paragraph 35 you say; 

These are the products where governmental control is greatest; 
where the traditional contact is directly between the primary producer or 
his representative in the form of a marketing board,... 

But I do not know any marketing board in the whole of Canada that beef 
comes under; and only one province has a hog marketing board, and that is the 
Province of Ontario. 


Mr. Moves: You can tell what province I come from yes. I apologise. 


Mr. WHELAN: It gives an entirely wrong impression, Mr. Chairman, that this 
has anything to do with it. You go on, in paragraph 37, and point out how the 
processed foods have not caused a tremendous increase to the Canadian family’s 
food bill, and in paragraph 39 you continue to use a 21 month period for figuring 
out your statistics. Why do you use that? 


Mr. Moves: Well, I followed the interests of the committee, the time period 
of the committee, in looking particularly at the period from January 1965 
onwards as being the period of maximum growth, the one where we were very 
concerned and had to come up with answers for. The September 1966 figure is 
the latest for which there are breakdown figures. If I had been able to go closer 
to date I would have done so. There is no other significance. 


Mr. WHELAN: The only thing I say about a 21 month period is that the 
ordinary person figures out his income whether he is a farmer or a businessman, 
on a 12 month basis, and when he looks at this 21 month period he is confused. 


Mr. Moyss: Exactly. 


Mr. WHELAN: Now referring to paragraph 54, I just want to point out what I 
have said before about processed foods which are under marketing boards more 
than what they call so-called farm products. Again, the consumer is getting the 
best deal and so is the primary producer. 


Mr. Moyes: Yes, I am sorry. It certainly was no part of my intention to say 
that where these farm products were going into processed foods they were not 
handled by marketing boards. They are indeed, and I completely accept it. 
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Mr. WHELAN: One more thing, Mr. Chairman, I have to go to another 
meeting right now, but I did some checking with other committees in the noon 
hour, and was looking at some of the big books they have printed, and looking at 
the size of this Firestone Report, it is not out of line with any of those printed 
there. 


Co-Chairman Senator CROLL: We have a great many other reports which 
have to be looked at. At the same time, we are going to be sitting after the first 
of the year, and you do not know what else is likely to come out. 


Mr. SMITH: I think, Mr. Chairman, in line with what Mr. Whelan has Said, 
that we should look seriously at the Firestone Report. The work that Firestone 
has done is going to be of great use to universities and people throughout 
Canada. I think it is one of the best expenditures we would have made on this 
committee, to have it printed as a separate appendix to our hearings. 


Co-Chairman Senator CROLL: Maybe it is worthwhile, and we will look at it. 
Senator McDona Lp: If that is a motion, Mr. Chairman, I will vote for it. 
Co-Chairman Senator CROLL: Not now; we will attend to it. 


Mr. McCutcueon: I have a question in one sentence, Mr. Chairman. Mr. 
Moyes, we have had a little discussion about retail level and wholesale level with 
reference to farm products. Would you turn to paragraph 130. I would like to 
take this brief with me and believe that it is factual and straightforward ‘all the 
way through. In paragraph 130 you say, “Farm products, representing just over 
one half of the food expenditures, have contributed nearly 80 per cent of the rise 
in price.” I wonder if we might insert in there, “At the retail level.” 


Mr. MOYES: Yes, by all means, sir. I think that is a highly desirable change 
to make. 


Co-Chairman Senator CrRoLL: Then those words will be incorporated in 
paragraph 130. Mr. O’Keefe? 

Mr. O’KEEFE: Mr. Chairman, I read this brief with a good deal of interest 
last night. It seems that the whole brief is based on averages, percentages, the 
average Canadian family. Is there such a thing as an average Canadian family, 
in your opinion? 


Mr. Moyes: No, sir, I would not imagine so. 
Mr. O’KEEFE: There is no such thing? 


Mr. Moyes: It is the only practical way for a government department such 
as Dominion Bureau of Statistics to keep tabs on relative changes of what is 
happening in Canada. It is a basic way of doing it. You can do additional work, 
yes. 

Mr. O’KEEFE: It is very basic, and very often incorrect, certainly something 
incomplete. 

Mr. Moyes: Are you asking me to accept the incorrect and incomplete? 

Mr. O’KEEFE: Yes. 

Mr. Moyes: No, sir, I don’t. 

Mr. O’KEEFE: In paragraph 8 you say: 

The latest figures we have for the average hourly wage in manufac- 
turing industries relate to May of this year. In those terms, a man would 


have had to work for 7.7 minutes in 1961 in order to buy a quart of milk; 
last May he would have had to work 7.02 minutes. 


Now, in the manufacturing industries does the average hourly wage include 
the managers, directors and highly paid officials? 
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Mr. Moyes: No, sir, that is not an hourly wage. 


Mr. O’KEEFE: If in effect you had done this and included those higher 
salaries, that would be a very different picture altogether, would it not? 


Mr. Moyes: It would make food cheaper, yes, sir. 
Mr. O’KEEFE: Paragraph 8 goes on to day: 


A twenty-four ounce loaf of bread demanded 7.8 minutes in 1961 and 7.5 
minutes in 1966. 
Every woman and man in this room knows that the price of bread has 
advanced out of proportion to those figures. How do you reconcile those figures? 


Mr. Moyes: As far as I am able to speak in this area of bread, may I remind 
you of the rise in incomes. Perhaps this is the time to put in some more of the 
brief, which Mrs. MacInnis was just quoting, from the Consumers’ Association. 
There were some very striking figures there. It stated these were in every case 
for the first half of 1966 compared to the first half of 1965. In paragraph 9 they 
state that personal income rose in that period 11 per cent. If you take that back 
on to the gross national product, to get true personal income per capita, you are 
up 9.2 per cent. I am still on the same paragraph. 

Here is the real striking fact on this, and I think it relates directly to your 
question, Mr. O’Keefe. In that same period, real income, when you have made all 
the adjustments for rises in price, was 5.4 per cent up, the first six months of this 
year as against the first six months of last year, with all price increases allowed 
for, spreading it totally, spreading all income straight across against gross 
national product. Subject to what Mr. Roxan may say to me, I think this is a fair 
measure of the way the standard of living has gone up, even in a time like this, 
when we are 5.4 per cent up. 


Mr. O’KEEFE: Would you agree that in some areas wages have actually 
fallen? 


Mr. Moyes: I do not speak from personal knowledge—lI do not know. 


Mr. O’KEEFE: If this is possible, doesn’t this cut the ground from under your 
feet? 


Mr. Moyes: We can, in a committee of this kind, I think, deal only in 
relatively broad strokes—can’t we, sir? 


Mr. O’KEEFE: I will leave that for somebody else to pursue. On canned 
fruits, you suggest there has been a decrease in the price. Can you give one 
example of canned fruits being lower now than in the 21-months period? 


Mr. Moyes: I do not believe I can. Can you add anything, Mr. Roxan? We 
can quote you the exact figures involved in that, from the D.B.S. 


Mr. O’KEEFE: Going down in price? 


Mr. Moyes: Yes, generally. It is marginal. You can expect it. This was 
implicit in what Mr. Whelan was saying to us, that there are certain snags in 
taking the 21-month period. By the time you have got to September, your new 
season’s pack is starting to come through. 


Mr. O’KEEFE: What about the Canadian family earning less than $3,000 a 
year? How does your brief affect those statistically? 


Mr. MOYEs: Once again, the D.B.S. in aiming to paint a picture of Canada, 
has taken not only sample families but sample incomes. As I said, I think it was 
to Mrs. MacInnis earlier, this problem of how to create and maintain reasonable 
distribution of incomes is something which is beating the best brains of every 
government in the world. I was very interested in what Professor Kragh said in 
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relation to Sweden, where they took the step, if I quote him correctly, of relating 
pensions—Government pensions, at any rate—and allowances directly to the cost 
of living. 

Mrs. MacInnis: And productivity. 


Mr. Moyes: And productivity. There are many governmental approaches to 
this, but it is a problem on a national scale and I would think it is one that no one 
in the world has yet beaten. 


Mr. O’KEEFE: Does your association have any voice or decision in relation to 
the production of new packages? 


Mr. MoyEs: Each individual member does. 
Co-Chairman Senator CrRoLL: Not the organization. 


Mr. O’KEEFE: Have you any opinion on the amount of an item like soap or 
soap products—having too many or not enough? 


Mr. Moyes: As they move off the shelf—there is enough. 


Co-Chairman Senator CroLL: What do you want? Do you want him to toss 
up his job? 

Mr. SMITH: Looking at the list of your member organizations, I see you have 
a wide range of companies which use all kinds of merchandising techniques, free 
coupons, cents-off, and so forth. The cents-off policy has been one of the most 
constant items of criticism by my wife and by organizations here. Have you ever 
done anything as an organization to attempt to bring order to this matter, to 
eliminate the practice of cents-off selling? 


Mr. Moyes: Let us say, to study the situation, to discuss it and establish the 
facts on it—we have attempted to do this, yes. 


Mr. SMITH: You have. With what results? 


Mr. Moyes: Before we were able to take any move of this kind it was 
necessary to check the legality of any kind of discussion of this kind. We did this. 
I discussed it with the director of investigation and research of the Combines 
Investigation Branch, under whose department this falls. He advised me that, in 
his view, the disappearance of the cents-off label would reduce price competition 
in the grocery industry; since it would have that effect, it would in fact be 
reducing competition generally; and that I was therefore not permitted, nor we 
as an association were not permitted, to discuss this subject. 


Co-Chairman Senator CroLtu: Did you convey that information to your 
members? 
Mr. Moyes: Yes sir. 


Co-Chairman Senator CROLL: How is it that they did not comment on that 
when they appeared before us. Not one of them said it. Colgate was here. Other 
people in the detergent business were asked. General Foods and others were 
here. How is it none of these ever said that to us, if you had conveyed that 
information to them? 


Mr. O’KEEFE: They have not got the word yet. 

Mr. MoysEs: This was over a year ago. 

Co-Chairman Senator CRoLL: Do you know anything about co-operative 
advertising? 

Mr. Moyes: I know something about it. 


Co-Chairman Senator CROLL: How many of your organizations that appear 
in this list contribute to co-operative advertising in chain stores? 
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Mr. Moves: Almost all of them. 
Co-Chairman Senator CROLL: Almost all of them? 
Mr. MoyEs: Yes sir. 


Co-Chairman Senator CROLL: Do you know any that don’t? Give me the 
name of one or two that don’t? 


Mr. Moyes: I do not know any that don’t. I would have to put it that way. 
Co-Chairman Senator CROLL: Campbell Soup? 

Mr. Moyes: I have heard this stated. 

Co-Chairman Senator CROLL: You have heard what stated? 


Mr. Moyes: I have heard it stated that Campbell’s Soup does not give 
co-operative advertising. 


Co-Chairman Senator CROLL: You have heard it stated? Have you heard 
from Campbell’s Soup? 


Mr. Moyes: No, sir. 

Co-Chairman Senator CROLL: Have you ever asked? 

Mr. Moyes: No, sir. I am very careful not to ask. 

Co-Chairman Senator CROLL: You say they do contribute to advertising? 
Mr. MoyEs: Co-operative merchandising allowances. 

Co-Chairman Senator CROLL: They do? 

Mr. Moves: My members do, as a generality. Is that your question? 
Co-Chairman Senator CROLL: Yes. 

Mr. Moves: Yes. 


Co-Chairman Senator CrRoLL: Do you know whether they buy any space in 
the newspaper advertisements of the various chain stores? 


Mr. MoyYEs: You have heard quite a lot in the course of these proceedings on 
what is the pattern of co-operative merchandising, a package which is offered by 
retailers. One component of this package is placing advertising in newspapers, 
and as such in buying a package they are buying advertising in newspapers. 


Co-Chairman Senator CROLL: Loblaws say they do not sell any space in the 
newspaper advertisements. They pay for it themselves. 


Mr. Moyes: Both statements are of course true. 
Co-Chairman Senator CROLL: How do both statements become true? 


Mr. Moyes: When you see Loblaw’s advertisements, they will contain named 
brand products. However, the space is bought by Loblaw’s and the advertise- 
ments are designed by Loblaw’s. There is no component of the cost of a package, 
as I understand it, which would be attributable to the newspaper advertising. 


Co-Chairman Senator CROLL: How does that apply to other chain stores? 
Mr. Moyes: I believe this would be generally true, sir. 


Co-Chairman Senator CroLL: Make it clear, that where Loblaw’s or any of 


the others advertise their own products they pay for it themselves, is that 
correct? 


Mr. Moyes: I am sorry. Was that your question? 
Co-Chairman Senator CROLL: Yes. 


Mr. Moyes: I was wondering whether it was the national brands— 
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Co-Chairman Senator Croiui: I am talking about Loblaw’s advertising. I 


asked you if they sold space in their newspaper advertisements. I understood you 
to say yes. 


Mr. Moyes: What I said, sir, was that listing in the newspaper advertise- 
ments, is included in a promotion package. 

Co-Chairman Senator Croiu: Loblaws tell us they do not: “We would 
advise you that we do not sell space in our newspaper ads.” 

Mr. Moyes: As space, no. 


Co-Chairman Senator CROLL: Well, now, look. That was my question. Those 
were the words I used. Loblaws say they do not. N ow, let us see what Steinberg 
says, but first what practice do you say Steinberg’s follow? 


Mr. Moyes: The same practice that I described before. The package consists 
of a variety of merchandising and advertising services. 


Co-Chairman Senator CROLL: Yes? 
Mr. Moyes: And has a single price attached to it. 


Co-Chairman Senator CroLL: Are you saying, in effect that a Steinberg’s 
ad, for instance, which has in it coffee and tomato juice and other things, is paid 
for in part by the suppliers? 

Mr. Moyes: The national brands suppliers? 

Co-Chairman Senator CRoLL: Tomato juice, Australian brand, or Cream-O 
instant pure coffee. Are those paid for by suppliers? 


Mr. Moyes: It is impossible to say definitely, sir, because the chains them- 
selves may put them in without charge, but in many cases this would be a part of 
the promotion package that they have bought. 


Co-Chairman Senator CROLL: Well, Ogilvie Oats is a national brand. 

Mr. MoyEs: Yes, sir. 

Co-Chairman Senator CROLL: Would you be surprised, if I told you that the 
suppliers do not pay Steinbergs for that? 

Mr. Moyes: No, sir. It is possible that it happens either way. The retailer has 
complete freedom of choice. 

Co-Chairman Senator CROLL: There is just no policy on it? 

Mr. Moyes: Iam not aware in detail of retailer policy here. 

Co-Chairman Senator CROLL: It happens just any way, does it? You say it 
can happen either one way or the other. 

Mr. Moyes: I would think this is the competitive system between retailers 
working its way out. 

Co-Chairman Senator CROLL: All right. Go ahead, Mr. Basford. 


Co-Chairman Mr. Basrorp: Well, I think you were here this morning, Mr. 
Moyes. 


Mr. Moyes: Yes, I was. 
Co-Chairman Mr. Basrorp: I asked the wrong people this morning about 
the recommendation of the royal commission in 1959, which said that: 

We recommend that the Association of Canadian Advertisers, in 
co-operation with the Food Industry, be requested to draw up and admin- 
ister a code of ethics designed to guide food advertisers generally and 
particularly to reduce misleading advertising. 


Now, you are the food industry, and I was wondering what has happened to that 
recommendation. 
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Mr. Moyes: It is my understanding, sir, and I hope I am understanding the 
situation rightly, that this report was filed with the Government for its consider- 
ation. To the best of my knowledge, Government did not decide to proceed in 
any way with that recommendation. Presumably, it considered it and, I would 
feel, probably in the light of the kind of information that I have laid before you 
today, Government felt that it was not justified. 


Co-Chairman Mr. Basrorp: I did not quite follow you. Which report? 


Mr. Moyes: The royal commission from which you were quoting was a 
report, as I understand it, to Government. Is this correct? 


Co-Chairman Mr. Basrorp: Yes. It called on the Association of Canadian 
Advertisers, in co-operation with the Food Industry, to draw up a code of ethics. 
It was a request of the food industry, in other words. 


Mr. Moves: Again, I may be misunderstanding procedure on this one, but, as 
I understand it, a report of this kind is considered by the Government of the day 
and is endorsed or is filed for future consideration. The answer to this is, in fact, 
that we have not moved in this direction. 


Co-Chairman Mr. Basrorp: The royal commission, rather than impose a 
code of ethics or some legislative measure, called upon the industry itself to draw 
up its own code. 


Mr. MovEs: Yes. 


Co-Chairman Mr. BAsFrorp: I take it your answer is that the industry did 
nothing about it. 


Mr. Moyes: The answer on this one is that—1959? 
Co-Chairman Senator CROLL: Yes. 


Mr. Moyes: This is correct. There is, of course, the grouping which is now 
called the Institute of Canadian Advertising. There is the grouping called the 
Association of Canadian Advertisers. Some time in that intervening period I 
believe that code of ethics was drafted. Whether it was drafted as a result of 
the recommendations of the royal commission or not, I would not know myself. 
We as an association are seven years old. We were not present at the time. 

Co-Chairman Mr. Basrorp: I wonder if you could give me an answer to that 
or if you could find out that information? 


Mr. Moyes: As to whether— 


Co-Chairman Mr. Basrorp: Precisely what was done as a result of that 
recommendation? 


Mr. Moyes: I noticed this morning that it is not a desirable thing to ask 
questions back to the committee— 


Co-Chairman Mr. BAsrorp: Not necessarily. 


Mr. Moyes: But, if I may on this one, is it not true, essentially that any 
recommendations of this kind are submitted to Government for its consideration 
before proceeding with them? 


Co-Chairman Senator CROLL: No. 
Co-Chairman Mr. Basrorp: No. 
Mr. Moyes: Again, this was purely a personal comment on it. 


Co-Chairman Mr. Basrorp: This is not quite correct, Mr. Moyes. A royal 
commission can make any recommendations it wants. The 1959 royal commis- 
sion, drawing back from saying that Government should draw up a code of ethics 
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and impose it on industry, asked the industry to draw up its own code, which, 
presumably, would be more preferable to the industry than having something 
imposed on it from above. 


Mr. Moyes: Far be it from me to try scoring debating points here, but I will 
try to find the answer. I might say that there were also a number of recommen- 
dations put out which were not proceeded with. 


Co-Chairman Mr. Basrorp: Some were proceeded with and some were not. 
Mr. Moyes: All right. 


Co-Chairman Mr. Basrorp: We had filed the other day the organization 
chart of the Weston Loblaw Company. It would seem to me that, if that sort of 
conglomeration is allowed, and if those mergers are allowed, you might end up 
with just one member in your organization. 


Mr. Moyes: As of now, we find, even after the table, that we have no Loblaw 
western member. 


Co-Chairman Mr. Basrorp: All right. 


Co-Chairman Senator CROLL: You do not know of any. That is what about 
10 or 12 other people thought before they saw it. Go ahead, Mr. Basford. 


Co-Chairman Mr. Basrorp: I was wondering what was the view of the 
Grocery Products Manufacturers of Canada on anti-combines legislation? 


Mr. Moyes: In the matter of monopolies in the grocery industry? 
Co-Chairman Mr. BASForD: Yes. 


Mr. Moyes: We have not, obviously, been able to discuss the most recent 
information that has been published on this. In general, we do not have any 
views on this. We feel that the monopolies legislation works effectively. 


Co-Chairman Senator CROLL: Our monopoly legislation works effectively? 
Mr. MoyEs: Yes. 


Co-Chairman Senator CROLL: You are the only one in the world who 
believes that. 


Mr. Moyss: It works as effectively as any other monopoly legislation. 


Co-Chairman Senator CRoLL: As effectively as the British or the American 
legislation? How can an organization at a level such as yours have that view of 
our combines legislation? 


Mr. Moyes: Because we are enjoying the second highest level of living in 
the world. 


Co-Chairman Senator CRoLL: You are enjoying the combines legislation. 
That is what you are enjoying. 


Co-Chairman Mr. BAsrorp: At any rate, that is not what I said. 
Co-Chairman Senator CROLL: Well, go ahead. 


Co-Chairman Mr. Basrorp: I take it from your brief that you are opposed to 
any form of imposed standardization of packaging? 


Mr. Moyes: Yes, sir. 

Co-Chairman Mr. Basrorp: Are you asking for a repeal of the Agricultural 
Products Standardization Act? 

Mr. Moyes: I am sorry. I should have phrased the answer more exactly. We 
are opposed to standardized weights of packaging. 
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Co-Chairman Mr. Basrorpb: Well, I believe Colgate-Palmolive said, very 
effectively, that you can have standardization of weights or standardization of 
packages but not both. You can have one or the other but not both. 


Mr. Moyes: I believe they might have been talking in terms of non-rigid 
containers. 


Co-Chairman Mr. BASFoRD: No, they were not. 


Mr. Moyes: I am sorry. It is probably true, sir. The cans here are an 
indication of this. The Government, wishing to standardize in this particular 
industry under stress of wartime conditions, found that they had to standardize 
on volume and could not standardize on weight. 


Co-Chairman Mr. BASsForpD: All right. You have produced a whole selection 
of products there, many of which, I would agree, quite obviously cannot be 
standardized. You have sugar there, however. Surely we are able to standardize 
the packaging in sugar. 


Mr. Moyes: I ought to know the answer to this one, sir: Yes, we can and do. 
Co-Chairman Mr. BASForD: I am not sure what you mean. 


Mr. Moves: I mean that, in fact, sugar is now packed in exact weights, since 
it is only one product. Essentially, this kind of demonstration applies to manu- 
facturing lines or plants where you have multiple products going through, as we 
have so often in Canada. You very seldom get just the one product line, 
unfortunately. 


Co-Chairman Mr. BASsrorp: And it would be quite easy, for example, to 
standardize the packages for toothpaste, in terms of fluid ounces. 


Mr. MoysEs: In terms of volume. I would think this is entirely possible, sir, 
yes. 


Co-Chairman Mr. BASFoRD: Why has industry never done this? 


Mr. Moyes: The answer on this one, which I am afraid is probably unaccept- 
able to the committee, is “history”. When a product of a particular size has 
proven its popularity and, as a result, a high-speed packaging line has been 
developed, then changing that packaging line would represent a high-cost level. 


Co-Chairman Senator CROLL: What is the difference between saying 106 
grams and so many ounces? To most people in Canada the word “grams” does 
not mean very much. What great expense is involved in changing that over? 


Mr. Moves: So long as we do not go into fractional ounces, I believe not too 
much. Have the witnesses before you not stated that, in fact, they are in the 
process of doing the changeover? 


Co-Chairman Senator CROLL: In process? Well, I think someone said “in 
process’, but we are getting older here all the time. 


Co-Chairman Mr. Basrorpb: You are an association of 82 grocery manufac- 
turers. Do you, at your meetings, discuss standardization at all? 


Mr. Moyes: No, sir, we have not had a packaging group. There is a very 
large packaging association in Canada, and as a result we have not to date been 
working in the area of standardization of packaging. 


Co-Chairman Mr. BASForD: That strikes me as odd. It seems strange that you 
would never discuss this when there is obviously—at least to me it is obvious—a 
good deal of agitation about it and has been for years past. 


Mr. Moyes: This is only saying that our particular association has not dis- 
cussed it. I would assume there have been discussions elsewhere. It just so 
happens it has not been inside our association. 
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Co-Chairman Mr. Basrorp: What does your association discuss? 


Mr. Moyes: It is discussing in general terms, as my presence here today 
indicates, the relationship with Government at all its levels, and with the 
consumer. I have had the pleasure of attending all the annual meetings and 
many of the provincial meetings and local meetings of the Consumers Associa- 
tion and I have taken part in their Operations frequently. We are working 
towards every possible form of simplification of the very complicated process of 
delivering 180 million packages of foodstuffs to Canadians every week, and such 
things as the transportation of these are the areas where we are working. 
Recognizing that once you have got a shipping carton of a product which is going 
to wind up direct at the grocery outlet, you have the same problems regardless of 
whether it is canned vegetables or detergents. This is the area in which we are 
active. 


Co-Chairman Mr. Basrorp: I would like to go back to the question of 
cooperative advertising for a moment. Your brief does not say much about it, 
although it has been discussed widely in the Committee. It seems to me that the 
chain stores have a tremendous power over your members as to whether their 
products get into the chain stores or not. 


Mr. Moyes: Unfortunately, that is dealt with in part of the brief I skipped 
over in the interests of saving time. This is a point we make very strongly. Both 
the grocer and the manufacturer are in strong competition for the consideration 
of the housewife. This is why you have a competitive situation which is unparal- 
leled and necessary, of course, for the benefit of the housewife. 


Co-Chairman Mr. BAsrorp: But there is also a tremendous power on the 
part of the chain stores over your members as to whether they get their products 
into the store. 


Mr. MoyYEs: The chain store has great difficulty in telling the housewife what 
she may not buy if she wants it. 


Co-Chairman Mr. Basrorp: That is the reason that Campbells Soups can tell 
her to jump into the lake if they like while others cannot. 


Mr. Moyes: Is that your reasoning? 


Co-Chairman Mr. Basrorp: Yes. I cannot imagine a chain store operating 
without Campbell soups whatever about some other products. To deal with 
co-operative advertising the Combines Investigation Act was amended in 1960. 
This was in connection with Section 33B. Did you approve of that? 


Mr. Moyes: Yes. Let me not make a blanket yes on this. It clarified certain 
issues that were grey at that time, but it also eliminated one area which we were 
very sorry to see go. It brought everybody, as far as co-operative merchandizing 
allowances were concerned, down to a single plateau in that the only criterion 
was the volume of business. That could include somebody who was static and not 
growing, or somebody who had declined from a higher level or somebody who 
was coming up. Many members who wished to assist the man on his way up were 
prevented by the law from so doing. 


Co-Chairman Mr. Basrorp: Is that your only objection to this change? 


Mr. Moyes: Let me say that any legislation is capable of improvement. We 
have looked at a number of suggestions for ways in which it could possibly be 
improved. We have studied the American legislation on this and have shrunk 
appalled from some of the legal difficulties which it appears to bring up. It is not 
perfect legislation, but it is effective legislation. 


Co-Chairman Mr. BAsrorp: In what ways can it be improved? 
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Mr. Moyes: We have not found any yet. If we had we would recommend it. 
We have been actively considering this. You will remember that the then 
Minister of Justice invited associations to submit recommendations. The original 
invitation was, if I remember correctly, issued five years ago. At that time we 
came to the conclusion that the area in which we would like to do further work 
to see whether it could be clarified were those areas relating to what we might 
call the terms of trade, 383A, 33B, B(1) and B(2) and in the course of this we 
discussed with a number of people who are familiar with alternative approaches 
to this and attempted to come up with any recommendations which might work 
better. To date we have not been successful. 


Co-Chairman Mr. BASFOoRD: Would it not save your members a great deal of 
money if you outlawed co-operative advertising? 


Mr. MoyvEs: Yes. 


Co-Chairman Mr. BAsrorpD: They could advertise on their own independent- 
ly of chain stores. 


Mr. Moyes: This has been directly discussed and considered, and my mem- 
bers believe that their ability to compete would be reduced if co-operative 
advertising allowances were abolished. They feel it is an essential need to com- 
pete at all levels directly to the consumer through media advertising and in the 
various methods of promotion at what is termed store level and they would not 
welcome the disappearance of co-operative merchandising. 


Co-Chairman Mr. BAsrorpD: But couldn’t you address yourself directly to the 
consumer? 


Mr. Moyes: We are going back to yet another paragraph which I omitted 
when I read the brief. It says and I think I can remember this almost verbatim, 
that when the housewife comes down between the aisles of her supermarket she 
is no longer seeing the messages, the advertising messages of the brand product. 
It is at that point that we would like to be free to compete actively as she goes to 
take one product from the shelf and leave another one there. 


Co-Chairman Senator CROLL: But I thought she went to the shelf to find 
romance. If I remember correctly, one of the witnesses told us that. 


Mr. Moyes: That was a retail store. 


Co-Chairman Mr. BAsSForD: As I read paragraph 72, it seems to prevent that 
happening. 


Mr. Moves: Prevent the housewife— 
Co-Chairman Mr. BASForD: From exercising that freedom. 


Mr. Moyes: No, sir, they are not able to do that. They are able to present 
their own products in a more favourable light and leave the choice to the 
housewife. 


Co-Chairman Mr. Basrorp: But by giving their own products much more 
shelf space and favourable displays they can be quite damaging to your mem- 
bers’ products? 


Mr. Moyes: Manufactured brand products are moving off the shelves in very 
much greater numbers. 


Co-Chairman Mr. Basrorp: Do you say we need co-operative advertising to 
counteract what the chains can do to your products in the store? 


Mr. Moyes: No, sir, to compete at the shelf level. 


Co-Chairman Mr. Basrorp: And unless the chains forced you to pay this 
co-operative money you could not compete on the shelf? 


—— 
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Mr. Moves: I did not hear that in my previous answer. Did it come through? 


We wish to compete at the store level, as we wish to advertise through the 
consumer media. 


Co-Chairman Mr. BasrorpD: The chains, having the power they have, can 
force you to pay money to compete on the shelf. 
Mr. MoyYEs: They can force us to do what we wish to do. 


Co-Chairman Senator CroLL: How can they force you to do what you wish 
to do? 


Mr. Moyes: I did not introduce the term “force.” I do not think it is inherent 


in any of the answers I have given. I am sorry, that was an improper answer to 
Mr. Basford. 


Mrs. MAcINNIS: On a point of clarification, did I understand you to say that 


the abolition of the co-operative advertising would save consumers considerable 
money? 


Mr. Moves: No. 
Co-Chairman Mr. BAsForp: No, the members. 
Mr. Moyes: I am sorry, Mrs. MacInnis. 


Co-Chairman Senator CROLL: As I understood you to say, your 82 members 
do not collectively, to your knowledge, discuss packaging—you said to Mr. 
Basford? 


Mr. MoyeEs: I think this is true. 
Co-Chairman Senator CROLL: And they have no policy on it? 
Mr. Moves: As members of our association. 


Co-Chairman Senator CROLL: These 82 members for whom you speak. Can 
you explain to me why, then, you have 15 paragraphs in here on packaging, if 
your group has no policy on it—from 113 to 127? Whose views are those? 


Mr. MOYES: You are quite right. We, as an association who in the course of 
our normal operations are trying to serve the Canadian housewife more efficient- 
ly at lower cost, did not get into the area of packaging. However, a new factor 
entered into this which was the activities of this committee. 


Co-Chairman Senator CROLL: Exactly. 
Mr. Moyes: I am sorry; I should have made this clear. 
Co-Chairman Senator CROLL: Go ahead. 


Mr. Moyes: During the course of the proceedings of this committee a 
number of points were raised which seemed to suggest that it would be hoped 
that a standardization of packaging might reduce food costs. Under those cir- 
cumstances—I am sorry—we looked at the question of what a standardization of 
food packaging by weight might do to food costs. 


Co-Chairman Senator CRoLL: Do not say “we,” because you said your 
organization had nothing to do with it. You looked at the question and made this 
presentation. 


Mr. Moves: No, we—a committee making this brief and the membership in 
general. I stand corrected; my previous evidence was not correct. 


Co-Chairman Mr. BASForD: Could I just go back? The Agricultural Prod- 
ucts Standardization Act has produced a certain amount of standardization. 


Mr. Moyes: Yes. 


Co-Chairman Mr. BASForRD: You are not asking for the repeal of that? 
25342—8 
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Mr. Moyes: I do not think you can move back history, no. 


Co-Chairman Mr. Basrorp: How do you know, I might be the greatest 
friend your members have. Do you want it repealed? 


Mr. Moyes: We now have the lines and the production facilities. You do not 
unwind history. In the same way you do not unwind history that easily on the 
subject of package sizes we were discussing earlier, some of the odd ones. 


Co-Chairman Mr. Basrorp: The whole industry did not go broke because of 
that? 


Mr. Moyes: An industry does not go broke during wartime under emergen- 
cy controls necessary for tinplate at that time. 


Co-Chairman Mr. Basrorp: The act is only five years old. 
Mr. Moyes: That is only a revision; the act existed long before. 


Co-Chairman Mr. Basrorp: A degree of standardization has gone on since 
the war. 


Mr. Moyes: I thought additional sizes had been added by the most recent 
revision. 


Co-Chairman Mr. BAsrorp: And some had been taken out. 


Mr. Moyes: This was an evolutionary process from a situation directly 
derived from the war, as I understand it. 


Co-Chairman Mr. Basrorp: And your submission is that the standardization 
has gone as far as it possibly can go? 


Mr. Moyers: My submission, basically, is to get as close as you can to meeting 
the individual demands, and this is again a point in the brief, which is that one of 
the great moves forward in the grocery industry in recent years has been the 
recognition that this is not a mass feeding operation. While you cannot obviously 
get down to giving individually custom-tailored products to each individual, 
wherever there is a group of individuals with similar tastes you can now satisfy 
those tastes. In order to do this and still to give freedom of choice—and there is a 
very abbreviated statement on this in the summation—you need the packages 
which you find on the shelves today. Where you do not need them, the demand 
dries up for them and the package disappears. This, I think, is the package 
standardization which really effectively works, the decision in the weekly voting 
which the housewife does as she goes down the shelves. 


Co-Chairman Mr. Basrorp: Kellogg’s told us they had eliminated two of 
their shells and were seriously considering eliminating one of the other shells, 
one of the other sizes, which would indicate to me there is a degree of standard- 
ization that could take place—that this is not static. 


Mr. Moyes: This is right; there is nothing static in this industry at all. One 
company, in its wisdom, believes the requirements of consumers, or of its 
particular customers may be very nearly met in one way, and another company 
believes they are more nearly met in another way, and the choice is absolutely 
the consumer’s, and she leaves it or takes it off the shelf. If she leaves it on the 
shelf it dies and disappears, and continuously this happens, it goes off the shelf. 


Co-Chairman Mr. Basrorp: That is not why Kellogg’s discontinued two 


shells. They were able to pack it in two other shells they were already making 
and therefore economized. 


Mr. Moyes: Therefore, they have taken a calculated risk in offering their 
product in a different way to the housewife. If she likes it she will continue to 
select it, and if she does not she will vote against it. 
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Co-Chairman Mr. Basrorp: If one company can eliminate two of its sizes, 
why has your association never discussed the issue? It would seem to me 


obviously something on a voluntary basis could be done, but you have not 
concerned yourselves with it. 


Mr. Moyes: We have not to date because there have been other organiza- 
tions active in this area. 


Co-Chairman Mr. Basrorp: Of which your members are members? 


Mr. Moyes: Yes. Proceeding with Senator Croll’s point, if I may, on this 
one, as we have had to structure our own views and express them quite specifi- 
cally in this brief in just these recent months, we shall obviously not stop at this 
but we shall come back and discuss this further; but where this may go, I would 
not be able to say at this stage. 


‘Senator CARTER: My questions are all supplementary by now. Mr. Moyes, 
you were present this morning? 


Mr. Moyes: Yes, I was. 


Senator CARTER: You will recall there was considerable discussion about the 
type of advertising that is geared to appeal to the child. 


Mr. Moves: Yes, indeed. 


Senator CARTER: And to take advantage of the parents’ inability to discipline 
the child. Has your organization given any thought to that question? 


Mr. Moyes: As an organization, we have not come to express a specific 
policy on this one. I would say the views that were expressed this morning are 
the views of the gentleman who expressed them, and what I know of the attitude 
of the manufacturers in this one would be somewhat different. I am going back, 
if you will pardon me, to personal experience on this one, where one of the 
greatest difficulties when my children were young was persuading them to eat 
anything at all at breakfast. This was a continuing and running battle. 


As you know, not only in the area of children but generally in Canada it is 
recognized by nutritionists at any rate that breakfast is probably the most 
important single meal of the day from a nutrition and health point of view. I 
think we were talking particularly in terms of cereals this morning, but the 
effect has been to encourage children to eat breakfast. This is how it worked in 
my own home. And, of course, perhaps the logical next step on that one is the 
one that you have heard about, where having got out of the childhood stage they 
get into the teen stage and it gets even more difficult. I have two girls, and it gets 
much more difficult to get them to eat anything at breakfast time. 

It is in this area that the introduction, with the co-operation of the Food and 
Drug Directorate, of these new—I think I ought to call them “powdered break- 
fast drinks’, so I do not start treading on any particular trade names on this 
one—has and is contributing towards a much better nutritional level at all ages 
of children in Canada. Let me broaden that even further to say that in surveys 
that have been carried out it has been indicated that 50 per cent of Canadi- 
ans—and this includes adults—do not get an adequate breakfast. 


Senator CARTER: Well, I gather that your organization, or at least some of 
your members, do not approve too much of that type of advertising. 


Mr. Moyes: No, sir, that is not what I am saying at all. What I am saying is 
that I think it has been triumphantly successful in improving the nutrition of 
children in Canada. 


Senator CARTER: I am talking about this particular type that exploits the 


ability of a parent to discipline her child. 
2534281 
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Mr. MoysEs: Yes, sir. If you will pardon me on this one, I am not accepting 
the term “exploit”. I am certainly not phrasing it in the context of the inability 
to discipline a child. These were value judgments that were read into the record 
this morning. What I am saying is that the effect of this advertising has been to 
encourage small children to eat breakfast. 


Senator CARTER: What you have said is different from what those gentlemen 
this morning said. I thought you started out by saying that you did not hold the 
same opinion that was given this morning. 


Mr. Moyes: Yes. Am I not coming through in putting it on a different basis? 


Senator CARTER: You may be putting it on a different basis, but you are 
practically defending it. 


Mr. Moyes: Yes, I am totally defending it, but I think the reasons why I 
defend it is the area in which I differ from what was said this morning. No, I 
totally defend it. 


Senator CARTER: Now, let us get back to packaging again. You are saying in 
your brief that you are inclined to blame this multiplicity of packages on the 
housewife. 


Mr. Moves: May I cut in again, sir, to say that the word “blame” is yours, 
and not mine. I talk about the freedom of choice of the housewife. 


Senator CARTER: Well, it is rather an exercise in semantics. What you say in 
your brief is that we have all this multiplicity of packages because the housewife 
wants them. Is not that what you are saying? 


Mr. Moves: Because she takes them off the shelf, yes, sir. 


Senator CARTER: Well, we had some witnesses before us earlier who were 
inclined to put the blame—and I am going to use the word “‘blame’’ here—on the 
government. They said: ‘“‘We have nothing to do with these different sizes you are 
talking about. The department lays down these sizes and we just carry out the 
law.”’ When we got the departmental officials before us we found out that that 
was not quite accurate. Before the department took a hand in this the tremen- 
dous multiplicity of sizes was even worse, and due to certain conditions that 
arose during the war—the shortage of steel and so forth—the government had to 
step in and say: “‘We have got to cut out a lot of these special sizes’, so they 
reduced them considerably. Now, they did not take any initiative at all in 
formulating what sizes the housewife should have. That was done by the proces- 
sors themselves. Are you saying it is not done by the processors themselves? 


Mr. Moves: In formulating the sizes which the housewife should have? 
Senator CARTER: Yes. 


Mr. Moyes: We are going back, of course, to the context of wartime, as you 
were stating, and the economizing of tin plate in the existing packaging lines. 
This was the basis on which that was done. I have to make it clear that you have 
to weigh both considerations here. The housewife may wish to have a wide variety 
of sizes available to her. At the same time, the number of packaging lines may be 
restricted, and these, as you have heard in evidence, constitute a high capital 
cost. So, you have both these characteristics. I would not want it to be read in 
that only the housewife decides all the time the sizes of packages. Both things 
occur so that you.can get economic production. 


Senator CARTER: Would you say then that the housewife has suffered be- 
cause of all these other packages that were eliminated by the government? 


Mr. Moyes: Let me say that the housewife in the United States enjoys a 
wider choice. 
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Co-Chairman Senator CrRout: That was not the question. Senator Carter 
asked you if the housewife here had suffered as a result in the reduction of the 
number of sizes. What is your answer to that? 


Mr. Moyes: If I may introduce a value judgment there, I would say that the 
housewife in the United States enjoys— 


Co-Chairman Senator Cro.u: I do not know about the housewife in the 
United States, and she is not my obligation. The housewife in Canada is my 
obligation, and Senator Carter’s obligation. What is your answer to his ques- 
tion? 


Mr. Moyes: The housewife in Canada has a narrower choice than she had 
before those regulations were introduced. 


Senator CarTER: Has that been of any disadvantage to her? 


Mr. Moyes: I cannot say what her behaviour would have been in the 
hypothetical case had this not occurred. If the Chairman will not allow me to 
introduce the United States— 


Co-Chairman Senator Cro..: I will allow you to introduce the United States 
and all the countries there are in the world if that will help you feel confident 


about your answer, but I merely want to indicate to you that that was not the 
question. 


Mr. MOYES: On the other hand, sir, of course, I am being asked to compare 
an actual state of affairs as of today with a hypothetical state of affairs of 
where we would have been if those regulations had not been introduced. This 
is a question I could not answer without drawing on the experience of other 
countries. 


Senator CARTER: You have used the term “slack fill” several times this 
afternoon. 


Mr. Moyes: Yes. 


Senator CARTER: Is there any objection to that? You called it the principle 
of slack fill. 


Mr. Moyes: The principle of slack fill is technically possible. This is basic to 
the philosophy of any agency that is charged with ensuring that the housewife 
does not get mislead by packaging. 


Senator CARTER: And does that apply to the outer package that appears on 
the shelves, or to the inner package— 


Mr. MoyEs: Yes, the outer package that appears on the shelves. 


Mr. CHOQUETTE: Mr. Chairman, I would like to give the interpreter a chance, 
so I will put my question in French. La premiére des choses, M. Moyes, je ne 
puis pas m’empécher de constater la richesse de renseignements que contient 
votre mémoire, ainsi que le travail considérable qu’il a certainement entrainé, et 
pour lequel je vous félicite vivement. 

Cependant, c’est un rapport tendencieux, parce que c’est basé sur des 
Statistiques; c’est une compilation statistique et vous savez que les statistiques 
sont souvent de nature a tromper. 

Un exemple, au paragraphe 8, vous dites ceci: 

Selon ces données, un homme aurait di travailler 7 minutes et 7 secondes 
en 1961 pour acheter une pinte de lait; au mois de mai dernier, il lui 
aurait fallu 7 minutes et 2 secondes. 


Seulement, ce que ca ne dit pas, probablement qu’il y a eu relativement autant, 
une diminution. Ce qu’on ne peut pas savoir, c’est: est-ce que relativement a 
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lintensité du travail, il y a eu une diminution égale? Ce que je veux dire est: si 
celui qui travaille est obligé de courir pendant 7 minutes et 7 secondes, il fait 
certainement plus de travail que celui qui doit marcher 8 minutes; alors, il y a 
quelque chose qui ne va pas suffisamment; il y a une diminution quant au 
temps, mais, vous n’étes pas capable de dire quant a l’intensité du travail. En 
d’autres termes, on peut dépenser moins de temps, mais plus d’énergie; cela, vous 
ne pouvez pas l’établir? 


Mr. Moyes: May I answer you in English, sir? 
Mr. CHOQUETTE: Certainly. 


Mr. Moves: Your point is entirely correct on that one, and I agree. The 
interests of the worker are very well represented in Canada today, and I would 
not believe that there has been any major change in the nature of the work. I am 
sure that this would have been brought to our attention through the newspapers 
and the like if this had happened. As a value judgment, if I may say so, I believe 
that the intensity of the work would be in broad terms comparable and, there- 
fore, the figures are relatively true. Yes, I concede entirely that there is no proof 
of it. 

M. CHOQUETTE: Maintenant, encore la, c’est ce que je veux prouver; je ne 
veux pas vous accuser de nous induire en erreur; je veux établir simplement 
Vincertitude qui régne; il y a des notions valables, mais quand méme, il y a de 
Vincertitude. 

Je prends un autre exemple, au paragraphe 34, ou vous affirmez que— 

pres de 80 p. 100 sont imputables 4 la hausse des prix des produits 
agricoles. 


Seulement, la hausse des prix des produits agricoles n’est-elle pas une consé- 
quence de la hausse des prix que les firmes que vous représentez ont parfois 
occasionnée? Je remarque que la viande, notamment, a augmenté considérable- 
ment: le porc, 54 cents. Pourquoi le pore augmente-t-il? C’est que le cultivateur 
qui s’approvisionne de moulée, de «feed grain», 4 ce moment, ne peut aller a 
Ogilvie Flour Mills, si Ogilvie Flour Mills augmente le prix de sa moulée sans 
qu’en conséquence le prix de la viande, le porc, le boeuf, augmente. Alors, il y a 
quelque chose qui n’est pas tout a fait clair, et que vous n’étes pas capable 
d’établir clairement? 


Mr. Moyes: Let me say to this one that I did take the opportunity at an 
earlier stage in making very clear that every statistic indicates that the farmer 
until very recent times has not benefited from the increase in the levels of return 
for his work to the same extent that other sectors of the economy have, and that 
what is now happening and is reflected so far as we are able to determine in 
these figures, is that the farmer at long last is catching up. 


Mr. McCutcueon: Mr. Chairman, would you please tell Mr. Choquette about 
the change in paragraph 130. 


Co-Chairman Senator CROLL: In paragraph 130, after the word “expendi- 
ture” we added the words “‘at the retail level,” and that makes a lot of difference, 
That was an amendment that was agreed to as expressing the proper viewpoint 
of the witness. 


Mr. Moyes: Every figure mentioned in this report is the retail price as 
established by Dominion Bureau of Statistics. 


Co-Chairman Mr. Basrorp: Yes, Mr. Choquette, the farm lobby has been 
active this afternoon. 


Co-Chairman Senator CROLL: Anything further, Mr. Choquette? 


M. CHOQUETTE: Les membres qui font partie de votre association,—de quelle 
maniere contribuent-ils 4 l’existence de votre association? 
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Mr. Moyes: This is very broadly speaking a percentage of the sales through 
grocery outlets in a given year. 


M. CHOQUETTE: I] y a quelque chose qui, des fois, peut nous guider parce 
que, lorsque nous interrogeons les compagnies,—leurs représentants,—dont les 


nom de ces compagnies-la. Est-ce une affirmation exacte, ou non conforme 4a la 
réalité? 
Mr. Moyes: I am speaking without the book, and I really should have this 


information. From memory, the largest contribution of any one company is 
$2,000. Does that go some way to answer your question? 


Co-Chairman Senator CROLL: Is there anything else? 


Co-Chairman Mr. Basrorp: Mr. Moyes, you have told us that most of the 
price increase has been due to the increases at the retail price level of the farm 
produce. Tomorrow morning we have to start to write a report. I do not see 
anything in your conclusions which indicate what you would like to see in 
that report. 


Mr. Moyes: Perhaps a statement that you are pleased to see that the farmer 
is now getting his due reward, sir. 


Co-Chairman Senator Cro.u: That will be there, if that will please you. Is 
there anything else you would like? 


Co-Chairman Mr. BASForRD: What is your suggestion to the committee that 
we should report on? 


Mr. MoyYEs: Well, I would hesitate to intervene where experts of the calibre 
of Dr. Deutsch have been talking to you on this subject; but what Iam saying in 
the most basic terms is that the food sector of the Canadian economy has 
performed remarkably well in a time of very considerable pressures of growth 
and development, and I think that is a fair summary of what perhaps the 
Economic Council report is now saying. 


Co-Chairman Mr. Basrorp: The advertisers this morning recommended 
some form of consumers’ council. Do you support that? 


Mr. Moves: That is a very interesting proposal which I had not previously 
heard. We shall of course meet to consider this one and discuss it. I would not be 
able to form an opinion on behalf of my members as of now. We, of course, as 
you have heard from, I should think limitless, witnesses to date, do eternally 
carry out a consumer search, each and individually, and the consumers vote in a 
way which is not possible on any other subject, once a week, on every product 
they buy, to accept or reject. There never has been a voting system which has 
enabled so many multiple choices to be exactly recorded once a week from one 
representative of every family in Canada. 


Co-Chairman Senator CROLL: Mr. Moyes, on behalf of the committee I want 
to thank you for your view, forcibly presented, and we shall of course give it 
consideration. Thank you very much. 


Mr. Moyes: Thank you, sir. 


Co-Chairman Senator CroLu: So far as the members of the committee are 
concerned, this is our last meeting before the adjournment. May I say thank you 
to you all for how faithful and devoted you have been both in attendance and to 
the work. We have called on you twice a week for a long time and you have 
responded. I know that you have put aside work in the house as well as in other 
committees. You have been of great service to the consumer and you have 
benefited the consumer. Of course, the consumer also has been of help to us. 
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All I can add is a paraphrase in terms I think you will understand—‘“Con- 
sumers of the world unite; you have nothing to lose but the chain stores’’. I do 
not know whether that is a loss or not, but it struck me as being appropriate. 


My co-chairman has told you that we have to prepare a report. We have 
been working on it and shall be doing so tomorrow with the steering committee. 
Mr. McCutcheon is here, and we have invited others. We have hopes that we 
shall get it through the steering committee tomorrow, in which case we shall try 
to have a meeting of the committee for endorsement possibly on Thursday. Then 
we can present it in the house on Friday morning, get it into the Senate at the 
same time, and have our interim report. 


You will appreciate that we promised an interim report. It is not easy to get 
together because there are many things that will appeal to various members of 
the committee, but all in all I think you will find in it a reflection of your 
thinking in the course of the hearings, and it will give some indication of our 
thinking, and perhaps some direction to the consumers. 


That is all I have to say, is there anything you want to add, Mr. Basford? 
Co-Chairman Mr. BasrorbD: Except that with regard to your remarks, sena- 
tor, about the faithfulness in attendance by the members, as house chairman, I 


would like to express a special appreciation to the senators for their faithful 
attendance at these committee meetings. 


The committee adjourned. 
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APPENDIX “12” 


Supplementary information submitted by 
Canada Packers Limited 
Canadian Canners Limited 
Colgate-Palmolive Limited 
Couvrette et Provost Ltee 
General Foods Limited 
Gerber Products of Canada Limited 
Kellogg Company of Canada Limited 
Lever Brothers Limited 
M. Loeb Lmited 
Steinberg’s Limited 
Western Grocers Ltd. 
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CANADA PACKERS LIMITED 
Proceedings No. 16, Page 1122 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on November 8, 1966. 


Q. Senator Croll (Page 1122) requested a statement showing the amounts 
paid (per 100 pounds) for (a) grade ‘A’ hogs, (b) choice beef carcasses (To- 
ronto plant prices), and (c) the realized selling prices of primary wholesale 
cuts (per pound) for the first complete week February 1965, same week in 
February 1966 and the last complete week in October 1966. 


A. The Company has replied as follows: 


Schedule A 
December 2, 1966. 
BEEF AND PORK PRICES 


Week Ended Week Ended Week Ended 
Feb. 6/65 Feb. 12/66 Oct. 12/66 


Red Steer Carcasses—Cost ........ $39.52 Cwt. $46.60 Cwt. $45.41 Cwt. 
Selling Prices—Red Steer Carcasses 41li¢ 48i¢ 463¢ 
Realized Whole Selling Prices— 

Red Brand (Onueks an oy. fe 364¢ 45¢ 423¢ 

Red Tand TLS uw Weck eee eee ee 49i¢ 60¢ 554¢ 

Red brand? KRibsrs, 26... eee ee ee AT¢ 61¢ 54¢ 

Red sBrand: omis 1.9 pecs eee 60¢ T2k¢ 71¢ 
Hogs 

Cost Delivered Plant— ......... $28.96 Cwt. $44.02 Cwt. $34.04 Cwt. 


* Primal Pork’ Cuts 
Realized Wholesale Selling Prices 


Treehy a pas (nee ot eee ale 411¢ + 47¢ 
Frozen Boneless Backs ......... 54¢ 
lresn7 Duns Wile see ee een 362¢ 

ft No Sales. 


“ These sales are of product from Montreal, Edmonton and Winnipeg. 


Beef Carcass prices are on the basis of cost in cooler, less by-product 
expense and excluding killing expense. 


Beef Cut prices on Chucks and Hips are basis Chain Store selling. Rib 


and Loin prices are average prices on sales made to Toronto and Montreal 
wholesalers. 


Hog prices are basis hot dressed weight laid down Toronto Plant with no 
processing expenses included. 


- 


ea ee 
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CANADIAN CANNERS LIMITED, HAMILTON 
Proceedings No. 14, Pages 938-965 
Supplementary information supplied by the Company arising out of their 
hearing before the Committee on November 3, 1966: 


Q. Mr. Urie (page 938-939) requested gross sales and net earnings for 
Canadian Canners Limited and its subsidiaries for the period 1962-1966 
inclusive. 


A. The Company has replied as follows: 


ANALYSIS OF GROSS SALES AND NET EARNINGS BY CORPORATION 
FIVE YEARS ENDED FEBRUARY 28, 1962 TO FEBRUARY 28, 1966 


(In Thousands of Dollars) 
1961-62 1962-63 1963-64 1964-65 1965-66 


fe ee ee a a ee 


$ $ $ $ $ 
Gross Sales 

Canadian Canners 

PAU OC es Oca dane ioe vai, 36,637 a en | 38,972 41,357 44,380 
Wagstaffe Limited ...... 4,041 4,860 6,002 5,755 5,426 
Boese Foods Limited ... ey. ei. a 2,976 3,592 
Canners Machinery Ltd. 971 884 841 1,282 1,705 
Walmer Transport Co. 

Igtd: ahdol®.\ hos: dye ete-tsrs 913 975 1073 1,202 bs die 
Aylmer Foods Warehous- 

Ve ae Bie Beer eRe ad Sartre cnr 7 280 301 320 
Inter-Company pales .. (1,245) Cilea) (F251) (2,109) (3,165) 


41,317 42,817 45,917 50,764 53,933 


Net Earnings 


Canadian Canners Ltd. .. 328 488 1,468 1,801 1,858 
Wagstaffe Limited ..... 44 85 277 176 129 
Boese Foods Limited ... ae gee Bric 68 113 
Canners Machinery Ltd. PA) 14 6 25 36 
Walmer Transport Co. .. 23 28 26 39 19 

Aylmer Foods Warehous- 
ing. Lidarowers No... ae (1) ¢ 3 1 
420 614 1,781 2.172 2,156 


Q. Mr. McCutcheon (page 940) asked for further information about the 
Company-operated farms. 

A. A satisfactory reply is given below: Canadian Canners Limited during 
1966 operated farms in six areas which were made up of 72 different parcels of 
land. Ten of these parcels in two areas, comprising 593 acres, are owned by the. 
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company and the balance, comprising 4,458 acres, are leased. Approximately 9% 
of the raw produce that Canadian Canners Limited used in 1966 was grown on 
farms operated by the Company. 


@. Mr. Urie (page 943) requested a sample annual contract with producers. 


A. The Company has provided two Growers’ Contracts used by Canadian 
Canners Limited, one for fruits and the other for vegetables. (See Schedule A, 
page 2109 and Schedule B, page 2110). In addition, copies of the Ontario Tender 
Fruit Growers’ Marketing Board “Regulations (Peaches) 1966” and “Price 
Determination Order (Peaches) 1966”, and the Ontario Vegetable Growers’ 
Marketing Board “Agreement for Marketing the 1966 Crop of Tomatoes for 
Processing” have been filed with the Committee. 


Q@. Respecting deal allowances (page 962-963), Mr. Urie indicated interest 
in information that such allowances are passed on to the consumer. 


A. The reply in support of this statement is given thus: We believe we 
obtain desired results in granting merchandising allowances to distributors and 
that these deal allowances are passed on to the consumer as indicated here: 
(See Exhibits II and III, page 2111). The Ontario and Quebec territories were 
offered an Aylmer and Del Monte 10 oz. programme in late September, covering 
Fancy Peas, Cut Wax Beans and Cut Blue Lake Green Beans as outlined in 
Exhibit IV with the results tabulated. (See Exhibit IV, page 2112). In our 
assessment the allowances were passed on to the consumers and results accruing 
to our Aylmer and Del Monte Brands not only moved inventory but more 
importantly sampled new users to our products. 


@. Mr. Basford, (page 965) asked for information on the Company’s co- 
operative advertising programme together with funds remaining in accounts at 
the end of the fiscal year. 


A. The Company has replied as follows: During the last fiscal year ended 
February 28, 1966 Dominion Stores and Steinberg’s took up all of the co-opera- 
tive advertising funds that were earned while Safeway and Loblaw’s had 
amounts remaining of $1,270 and $450 respectively. 


Sa ee ee ee 


Penature-of Grower). th a. antiey deaci: + Post Office Address 
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(See question on page 2108) 


EXHIBIT A 
CANADIAN CANNERS LIMITED 


Head Office, HAMILTON, Canada 


GROWER’S CONTRACT 
for 
FRUIT 


Canadian Canners Limited, hereinafter called the Company, hereby agrees to 


purchase the fruit grown by the undersigned grower in the 19.... season as 
indicated in this contract. 


The grower hereby agrees to deliver to the said Company at its Factory No...... 
nested abit. vc. In. hens eles! , Ontario, or at its receiving station located 


Bhq. Ot. 200798. vtlesed!, z5y) » Ontario, tin’ the; 194.. ste season the fresh raw product as 
indicated below. 


Crop Tons Contracted Crop Tons Contracted 
Peaches: Cherries, Montmorency .......07....0..... 
ROMO We eat el wm... Chermless oweet Mia: <> biuncsu ce oat ee 
ES eM Arata tee iy Wilms, WEENIE! Kern rk <docsdcis-vers wate. clicced, 
MIP EAp GAL. .MeGows sd Lewors. Rhone; hombarddetod vase) dt... . 
P-oatsy Ktefrer poe iu G8 (HO) | sept agi Plums; "Reine Claude +s.¢.10 smn ere tim, ae 


Pears, Bartlett 


The provisions of the Farm Products Marketing Act, the Ontario Tender Fruit 
Growers’ Marketing-for-Processing Plan and Regulations, and the agreement or 
award for the marketing of the above indicated 19...... crop(s) for processing and 
the Provisions and regulations 19...... shall apply to and form part of this contract. 

Subject to Canadian Canners Limited approval of price as fixed by the Farm 
Products Marketing Board, and provided such price is not satisfactory to Canadian 
Canners limited, the Company (Canadian Canners Limited) may so notify the Grower, 
in writing or otherwise, within seven days after the price is known, that the price 
is not satisfactory, and this contract will become null and void. 


The grower agrees to provide the necessary care and follow the current spray 
program established by the Ontario Department of Agriculture. The chemical residue 
on the fruit, as delivered to the Company, must be within permissible tolerances 
set by the Canada Department of Health and Welfare, Food and Drug Directorate. 


The Company or grower shall be excused for non-fulfilment of contract caused 
by fire, power shortage, lack of transportation facilities, floods, strikes, earthquakes, 
wind, hail, acts of God, invasion, order of civil or military authorities, beyond the 
control of either party to the extent that the fulfilment of contract has been hindered 
or prevented by such cause or causes. 


Bereoece ot promure to he made WO oo.) .4.4...¢0008 bs Sigeeingh ait Re eee 


Py-Po 2 vere 0 hie ye tei oRemensius pC e) « 


| ee Ce ee Ne TO. iach is kes COCR Dee ee) Twp. 


© 0 Se Oe a Se dgele 


Telephone 13 ee ES ae ee ee nee anes, See 


Canadian Canners Limited hereby accepts the above contract and agrees to bind itself 
to the terms thereof. 


agli alee acl renal arte arate Factory No. 
(Signed in Triplicate) 


O. S38 SS Pes 8 6 Siar ed site ele) orale 


WAN SANG ay wheel ok Local Manager 


CANADIAN CANNERS LIMITED. 
Form 173.01 3-66 
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(See question on page 2108) 
EXHIBIT B 
CANADIAN CANNERS LIMITED 


Head Office, HAMILTON, Canada 


GROWER’S CONTRACT 
for 


6 © 6 6 6 8 6 06 © 8 6 © @ ©. © OmeweNd Gee te SF 0 es 6 6 6 8 e ORS “O CO eee © 


Canadian Canners Limited, hereinafter called the Company, hereby agrees to 
purchase from the undersigned grower in the 19 .... season the fresh raw product 
named in this contract. 


The grower hereby agrees to plant, cultivate and care for ............... acres 
CLT AMAR Bee.  SAIROT . using only seeds or plants approved of by the Company 
for the growing of such said fresh raw product. The grower hereby agrees to pay 
the, CUM pe ive oo. sae 6a ee eere ea ee ae for such’ seed and/ér’ .. . WvAi4w a= BSG 
per 1000 for such plants when supplied by the Company. 


The grower hereby agrees to deliver to the said Company at its Factory 
IN Ones? : te, thik emi aa Paver cle ct ye eee ee ee eo , Ontario, or at its receiving 
SPLOT OCA TOO crib Wii. ten ao tic.s a eet te oye vas aie eee Ontario, in’ the’ 19 season the 
fresh raw product named in this contract. 

The Company hereby agrees to pay the grower for each ton of 2,000 pounds 
OL. uss od ase eer eee received by said Company from said grower as follows: 


The Company or grower shall be excused for non-fulfilment of contract caused 
by fire, power shortage, lack of transportation facilities, floods, strikes, earthquakes, 
wind, hail, acts of God, invasion, order of civil or military authorities, beyond the 
control of either party to the extent that the fulfilment of contract has been hindered 
or prevented by such cause or causes. 


The provisions of The Farm Products Marketing Act and the regulations and 


the agreement for the marketing of the ........ cPep OF AUC. BF. aie ee: Pee. See 
(Year) (Name of vegetable) 

for processing, “dated tHeey. ces. Via, BOP! Aay26k UV. 0. BOB. PRESTIGE. TI tO), Mae 

(Day) (Month) (Year) 

SE Fee wiltam, ae bee See ere Me are ae ok , aS approved by the Board, shall apply to and 


(Place where agreement was made) 
form part of this contract. 


(Sisnature of Grower... +. oe ee eae Post Office Address*4- 7 reit Ae .5 oe ee 
1 8) i COM Sven uke caso RENAE Oh nus, a- ieee ai toca ae TelepHone-NO.s.. oss oa 


Canadian Canners Limited hereby accepts above contract and agrees to bind 
itself to the terms thereof. 


IES ARS 2 i sp gts hh mR, oe 1 ert Factory NG,.0°3.icas ee cee ee 
(Signed in Triplicate.) 


ee re ee Tee Er art ee Local Manager 


CANADIAN CANNERS LTD. 
Form 542 4-60 


CONSUMER CREDIT 


(See question on page 2108) 


SPECIAL! 


AYLMER CATSUP 


SPECIAL! ALL FLAVOURS—CHAMPION 


DOG FOOD 


SPECIAL! AYLMER 


TOMATO SOUP 


SPECIAL! DELMONTE—FANCY 


TOMATO JUICE 


SPECIAL! FANCY ASSORTED 


BY EMER BEASSO fice 2b (Phere SS S) 


SPECIAL! AYLMER FANCY BLUE LAKE 


CUT GREEN BEANS oe 


SPECIAL! AYLMER FANCY GOLDEN 


BT WAX BEANS) iri 8B oii ect htcccdeaauscen 


SPECIAL! Mix or Match, Fancy Green Beans, Wax Beans or Assorted Peas 


DEL MONTE VEGETABLES... 


SER rn ey sor cae Neiniet Dou Niaeli ere! a0\e:e.a(abn meters MEE simielS iat yw’ e'v 66: sicialeliels ofa RMR ATINE vi « WS aE AG 


BED coc ont cick ie Sele Ceveiaic F.B.0\5:0\6iy 61s sis\S aise, o\0\e)e 16:6) Go's, Snetaalsib laimaleinig. 4/4) is!6'¢raibixie/e e/a olele/sieisie.a plemiceiaiatee eisiacet 
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EXHIBIT II 


5 oz. 'BTLES, 1.00 


48% 1.00 


oz. Tite 1.00 


oz Tins 1.00 


oz. tins 1.00 


oz. tins 1.00 


oz. TNs 1.00 


EXHIBIT III 


oz. tins 1.00 
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3. DIVIDENDS RECEIVED FROM SUBSIDIARY COMPANIES 


1960-1965 
($000) 
RC ec sce os 5, cate ee Te $ 
BN PEI alah Pos 5 a age aca 56 
ULI Sg ee ea ae ae 843 
SES NEES St GARE OR a aes | oe 1,051 
Bolte errand ul oogoeat «t wiaee 1,474 
LICE CRIN igs |. Meee: - 1 Ce ngeae EARN 3,275 


25342—91 
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4. SUMMARY OF BALANCE SHEETS 1960-65 


1960 — 1965 
($000) 
ASSETS 1960 1961 1962 1963 1964 1965 
CurrentAssets 
pT CLR URS Ieee ge MneReee = RRR MEE Sree | FR kee e 238 105 $ 283 $ 15 $ 14 $ 1,520 
Gov. of Canada Treasury Bills......... a 598 — — 850 200 
United States Deposit Receipts... ..... — — — 1,000 —- 5,800 
Receivables -—Customers............. 1,334 1, 293 1,574 2,099 1,803 1,247 
—Parent Company..... ‘, — —_ — 1,102 1,457 —_ 
—Employees re Canada 
Savings Bond....... 123 110 , 104 116 104 93 
—Affiliated Companies. . — 67 19 — — — 
THVOGRVOIIO€: <4 )cn eos 35 tee Oe ee 4,046 3,559 4,712 3,627 3,955 3,659 
‘otal: @urrentwAssets,. <r 5,526 9, (oz 6, 692 7,959 8,183 12,519 
Prepaid -Mxpenses: ) 23 Src oats eB aes oes Meme 173 148 196 207 317 228 
Investments in and Advances to Subsidiaries 1, 938 1,722 1,724 1,423 1,177 1,221 
Property Plant and Equipment............ 9,812 9,955 10, 058 10,394 10, 624 11,036 
Less Accumulated Depreciation........ 4,970 5,441 5,866 6, 287 6, 669 6,929 
4,842 4,514 4,192 4,107 3,955 4,107 
GiGOc wll ccci. «Sa -nwcte Magee sao ere te eat ee 46 46 46 46 46 46 
PORTA ASBETS. 96 ate ce came $ 12,525 $ 12,162 $ 12,850 $ 13,742 $ 18,678 $ 18,121 
LIABILITIES 
Current Liabilities 
Banle Overdralt. sg.c. cos w so eee $ 24$ — $: = $ 591 $ 380 $ 344 
Notes: Payables, 22.40.0 sah obeceee cae — — 150 — — _ 
Accounts Payable and Accrued Expenses 1,042 1,144 1,598 1,297 1,354 1,302 
Accrued Sales and Other Taxes........ 140 179 180 203 209 162 
Income cL axes) ewe See eee ee 892 542 724 749 509 734 
Current Installment First Mortgage 
DORE. goer een os Pe ot ee 146 146 — 104 165 164 
Trade Payables—Affiliated Companies 13 62 1 62 26 35 
TPotel Ia pulied. ain wens oc eee 2.257 2,073 2,663 3,006 2,643 2,741 
Payable to Subsidiaries ......<....0+ sees. aaee — 100 58 71 246 47 
Due torvarent Company... ae ae 546 15 °° = — == =e 
5% First Mortgage Sinking Fund Bonds.... Tele 850 681 520 855 190 
Accumulated Tax Reductions Applicable to 
Future Y¥eate cc. s.¢ nee eee eee 268 195 191 145 134 134 
Shareholders Equity 
Capital Stock—Authorized and Issued 
14,255 shares, par value $100........... 1,426 1,426 1,426 1,426 1,426 1,426 
Earned Surplus 
Reserve for Dividend Tax........,.,.. 266 292 496 658 753 1,493 
Reserve for Contingencies... ..s05»ci04 105 105 105 105 105 212 
Unappropriated: .. i.5)s<kce4e oe eee oe 6, 642 6, 406 7,230 7,811 8,016 11,878 
EAL Sse eth ee Pee eee 74,043 6, 803 7,831 8,574 8,874 13, 583 
Total Shareholders Equity................ 8,439 8,229 9,257 10, 000 10,300 15, 009 
Torsn LEapisrms. oo chk eed $12,525 $ 12,162 $ 12,850 $ 13,742 $ 13,678 $ 18,121 


pao 
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5. RATE OF RETURN ON INVESTMENT* 


1960-1965 
LOD Meare ee ee ee a ee, ee eee 12.0% 
LOGE US AOTULS Sot Sl OV eqathas 8.1 
WOR ig. Hits sy df. haheiis Gitte 10.6 
DROS es oe eth EL SPOOL ID IO DO. EUG 
BIGBaiiaS. Gu. bs sane. gs. coeds 9.2 
FIGS cnc ae oe CORR. ME, TASTAOG . (me 


*Profit after tax expressed as a percent of shareholders’ equity. 


6. OCCASIONS ON WHICH COLGATE-PALMOLIVE LIMITED, CANADA 
CALLED ON INTERNATIONAL HEADQUARTERS PERSONNEL—1965. 


1. 11 Canadian personnel spent a total of 120 days in the United States at 
International Headquarters, on behalf of the Canadian Company. 

2. 43 International and Corporate personnel spent 72 days in Canada on our 
behalf. , 

3. 43 Research and Development Releases from International Headquarters 
to the Canadian Company. 

4. Canada requested information and service on 230 occasions for Pur- 
chasing. 

5. 314 telephones calls between Toronto and New York relating to manage-. 
ment matters. bg 

6. The Canadian Company’s New Products Department made 63 written 
requests to New York for information. 

7. 344 reports from New York Market Research Department to the Canadian: 
Company. 

8. 50 recaps on New Products activity from New York to Canada. 

9. 175 sales bulletins from New York to Canada. 

10. 82 reports or letters from Research & Development centres in New 
Brunswick, New Jersey, England, France and Mexico to Canadian Company. 

11. 4 reports from International Traffic to Canada. 

12. 72 Industrial Engineering reports to Canadian Company. 

13. 40 Central Engineering reports to Canadian Company. 

14. 37 Circular Letters from New York Accounting to Canadian Company. 
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COUVRETTE & PROVOST LTEE 
(Proceedings No. 12, Pages 810-817) 


Supplementary information supplied by the Company arising out of their 
hearing before this Committee on October 27, 1966: 


1. Contrat de franchise. 
CONTRAT DE FRANCHISE 
ENTRE 
COUVRETTE & PROVOST LIMITEE 


Corporation légalement incorporée en vertu de la Loi des Compagnies 
de la Province de Québec ayant son bureau-chef et sa principale place d’affaires 
a Montréal, ci-aprés désignée comme étant LA COMPAGNIE 


ET 


© ¢ 8 0 © © O ¢ 0 © © 6 0 CO 6 C0 © © 6 8 © O10 © ‘0 6400 OO © O18 © 0 ©1640 © @ 40'8 @ .65a ©. 0 2.0 BHO) 6, @ 6 616 56 Ko. nene we oho se,6 © 6 &- Sle 


O. © € © © @ 0 6-0 6 6 6 6 8 88 6 oO 8 8 Oe ee Oe 8 et 4S 6 HO 8 6 66 6H 6 OO 8 6 6 8 6 8 6 6 6 6 ee 8 6 8 6 6 4 6 8 a 6 6 etme STS 


ci-aprés désigné comme étant LE DETAILLANT 


In considération de la demande d’admission diment acceptée du 
DETAILLANT ci-haut désigné, LA COMPAGNIE accorde par les présentes 
la franchisee: iG. oUt.) eee IRs te eee concédant les droits ci-aprés décrits 
et aux conditions ci-aprés déterminées: 


LA COMPAGNIE s’engage 


iatArreconnaitreavl: (omens cen Too a Occ ee eee 
Caommein MEMBRE CER TIEIKUD ce 0 a ee ee 


NE ATS SeOr net I0GE SM LL 


et a lui conférer tous les avantages et priviléges dévolus &4 chacun des membres 
de ce groupe, quant aux achats et services provenant soit de l’entrepét, de la 
Compagnie, soit directement par «drop shipment». 


2. A mettre a sa disposition un service rationnel de mise en marché et 
d’approvisionnement des produits et articles d’épicerie, de viandes et de fruits et 
legumes et autres. 


3. A lui fournir les services de techniques et spécialistes en alimentation et 


en promotion de ventes (merchandising) et de supervision adéquate selon les 
politiques du groupe. 


. 4. A lui accorder les bénéfices a) de rabais b) d’escomptes d’achats sur 
pains, gateaux, biscuits et autres articles suivant les taux communiqués dans 
les bulletins transmis périodiquement. 


= 
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5. A lui transmettre des «communiqués» sur les prix et approvisionnements 
des divers produits d’épicerie et de viandes, de fruits et légumes, de produits 
laitier, etc.... environ 8 jours avant la date A laquelle ces prix seront com- 
muniqués au public par voie d’annonces. 


6. A lui assurer des promotions de ventes et de la publicité de maniére a 
rendre son commerce compétitif. 


7. A lui assurer l’enseigne du groupe aux conditions du contrat de location 
ci-annexé. 


Le Détaillant s’engage: 
1. A acheter tous ses produits et aliments d’épicerie de LA COMPAGNIE. 


2..A suivre d’une facgon générale les directives et les conseils de LA COM- 
PAGNIE. 


3. A opérer son magasin d’une facon efficace et attrayante suivant les normes 
établies par le groupe. 


4, A apposer a l’extérieur de son magasin l’enseigne officielle et 4 signer a 
cet effet le contrat de location d’enseigne annexé au présent contrat. 


5. A respecter scrupuleusement pendant toute la période d’affiliation les prix 
de vente établis et annoncés par les circulaires et affiches de vitrines et A 
respecter les spéciaux et les étalages obligatoires du groupe et A cet effet: 
a) A participer au cotit de la franchise au tarif suivant: $ par 
semaine. 
Cette prestation publicitaire assure les services de supervision com- 
plets et les autres services offerts par le groupe. Elle lui permet en 
outre de signer les franchises séparées des Programmes de périssables 
et autres offerts par la Compagnie aux taux de ces programmes. 


b) A exhiber réguliérement les affiches de vitrines et cartes de prix 
fournies par le groupe. 


c) A distribuer a sa clientéle toutes les circulaires qui lui seront livrées 
par LA COMPAGNIE conformément a la clause 5 (a). 


d) A suivre les promotions du groupe. 


e) Lors de l’ouverture du magasin sous le nom de a se servir de 
la publicité spéciale pour son établissement suivant les normes et 
recommandations de LA COMPAGNIE comme suit: 

Une circulaire spéciale de 4 pages et a défrayer le coat de l’ouverture 
apres entente avec La Compagnie, moins la contribution de la 
Compagnie ($50.) 


6. A faire les étalages obligatoires dans son magasin chaque semaine 
conformément a4 la publicité, aux affiches et cartes d’étalages et A mettre en 
évidence les panneaux et cartes-réclames fournis ainsi que les produits spéciaux 
annoncés. 


7. A vendre et a tenir en magasin tous les produits et articles privés vendus 
sous la marque privée du groupe et distribués par LA COMPAGNIE, exclusive- 
ment pour les MEMBRES 


du: Groupe |. £2 eae 2 i ee Bere weet 
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CONTRAT DE LOCATION D’ENSEIGNE 


Cy RCL Pie ct. caruicle cae teem ioe. weteaieae eee ae 


ENTRE 
COUVRETTE & PROVOST LIMITEE, 


Corporation légalement incorporée en vertu de la Loi des Compagnies de 
la Province de Québec, ayant son bureau-chef et sa principale place d’affaires 
a Montréal. 

ci-aprés désignée comme étant le LOCATEUR 


ET 


ee 0 « @ & 6 2 © 6 & 0) 16 ® PO, O66 CFE OH Orme wie 10, 5:0) We By 61 eae 0) 2 e008 Boe B ce eet ree & eve © Oud. 6 eronedse ala eRe wee ¢ « 
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ci-aprés désigné comme étant LE LOCATAIRE 


1. LE LOCATAIRE déclare par les présentes LOUER du LOCATEUR pour 
toute la durée de son affiliation, jusqu’a l’expiration de cette affiliation pour 
quelque cause que ce soit, ’enseigne officielle ........ 0... 0. cee ee eee eee 
officiellement assignée par le locateur. 


2. LE LOCATATIRE reconnait au LOCATEUR un loyer pour Il’usage de ladite 
enseigne comme étant partie intégrante du cotitt hebdomadaire de la 
franchise d’épicerie, la propriété de l’enseigne du groupe actuellement 
installée ou a étre posée. 


3. L’entretien et les frais d’assurance de ladite enseigne devant étre A la 
charge du LOCATEUR. 


4. LE LOCATAIRE toutefois devra agencer l’extérieur de son magasin et 
faire installer les conduits de fils électriques requis 4 ses frais de méme 
qu’il assumera les frais de l’installation compléte de l’enseigne suivant les 
directives et recommandations du poseur d’enseignes. 


5. LE LOCATAIRE reconnait que LE LOCATEUR est et restera toujours le 
seul et unique propriétaire de ladite enseigne et qu’il aura le droit de 
Venlever dés que LE LOCATAIRE aura terminé, résilié ou perdu son 
abilation a Groupe) i.e vaccines ae ee Pe ee eee ou de la 
remplacer par une enseigne équitable aux mémes termes et conditions 
selon la politique du locateur. 


6. Le locataire reconnait également que ce contrat annule tout autre contrat 
ou entente signée ou verbale passée antérieurement avec le locateur ou 
autre grossiste maintenant affilié au locateur relativement a Venseigne. 


1, Au. cas: d'une: démissionidurgroupesrvick, sationdel fe wiles en. mee par le 
locataire, celui-ci s’engage a défrayer le coiit de l’enlévement de lenseigne. 
En f6i, de quoi, les. nartiag-ont sigaGla\+-nainen-35 wuaeanaa ent esas 

CS wont Deh LG WEL, Oe MT ee ee, jour deed & .<RoC 8.4. A Bee 196 


ee @ 66 6 @ 6 6 0 6 Oo B08 eh 0 # & a) 6.8 © 096 6 ® he ore @ 6 6 @ 


7 eo Pe Py e108 © oe ese 6 6 6 S © & we © STE lew 86 te w ane 6 ee ee 


Le locataire. 


a) 


b) 


c) 


d) 


e) 


f) 
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DUREE DU CONTRAT 
8. 


Le présent contrat pourra étre résilié de part et d’autre par un avis écrit de 
30 JOURS 


a étre donné ayant la date d’expiration, sauf que LA COMPAGNIE pourra 
toujours en outre suspendre immédiatement tous ses services 4 un membre 
juge indésirable si celui-ci agissait A l’encontre des droits et intéréts des 
quires menibres du promie ... . UV rscire-ce BB seers os owed 
Dans le cas de résiliation de la présente «franchise» LE DETAILLANT 
cessera immédiatement de faire partie du UOULDO?: son were oo acetate cee ee 
ORS Wry ue erg hare edn - Bitrate dah ere llnee et du méme coup perdra toute 
autre franchise spéciale de viandes, fruits et légumes, produits laitiers ou 
autres, et ce, immédiatement et LA COMPAGNIE aura le droit d’aller 
chercher toutes les marchandises identifiées sous sa marque privée ou ses 
marques privées contre remboursement au détaillant au prix coditant du 
marché et de récupérer toute documentation et effets relatifs aux franchises 
spéciales accordées sous contrat séparé. Le détaillant devra acquitter en 
outre le coit de l’enlévement de l’enseigne du groupe. 


Advenant un changement de propriétaire, les priviléges du groupe ne 
seront transférables qu’aprés acceptation du nouveau détaillant par 
LA COMPAGNIE. 

Le détaillant demeure libre en tout temps de changer de groupe au sein 
de la Compagnie, mais dans ce cas il devra 1) se conformer a la clause 8 (a) 
et 2) signer un autre contrat pour le nouveau groupe choisi. 

Le grossiste se réserve en outre le privilége de suggérer au détaillant de 
changer de groupe aux conditions de la clause 8 (d). 


Le détaillant qui résilie librement ou autrement le présent contrat a 
toujours le privilége de demeurer client-acheteur de la Compagnie a 
condition de satisfaire aux politiques de ventes et administratives officielle- 
ment connues pour cette catégorie de clients. 


9. Le détaillant reconnait que le présent contrat annule tout autre contrat ou 
toute entente verbale ou écrite passée antérieurement avec la Compagnie 
ou autre grossiste maintenant affilié 4 la Compagnie. 
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Témoin: Le détaillant: 


Signé en double exemplaire et librement a ........ 00... cc cece cee ceccecee 


PE ster eee es es ea. JOULE UG. oo aharctte | once w ar eee ore Mek Tones ems as 
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2. Franchise du groupe Champion. 
FRANCHISE DU GROUPE CHAMPION 


Contrat de franchise entre Couvrette & Provost Ltée., compagnie légalement 
incorporée en vertu de la Loi des Compagnies de la Province de Québec désignée 
comme grossiste. 


Marchand-détaillant faisant affaires sous Je nom et raison sociale de 
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Ci-aprés désigné étant le détaillant. En considération du désir exprimé par 
le détaillant de recevoir certains services spécifiques ci-aprés désignés, le gros- 
siste lui accorde la franchise CHAMPION. Le grossiste s’engage a:— 

1. Fournir au détaillant un écusson (décal) a l’effigie du groupe CHAMPION; 
c’est-a-dire une identification officielle. 

2. Permettre au détaillant de bénéficier des escomptes d’achats de certains 
fournisseurs sur des item ot il y a des escomptes ou ristournes (1.1. bis- 
cuits, pain, etc.) 

3. Fournir les marques privées jugées nécessaires au progrés du détaillant. 
(1.1. pain, café, etc.) 

4. Fournir chaque semaine un minimum de quatre (4) affiches de vitrines avec 
quatre (4) cartes de prix sur des item d’épicerie afin d’aider le détaillant a 
mousser ses ventes. 

5. Préparer a l’intention du détaillant un bulletin hebdomadaire d’informations 
sur les nouveaux item, les changements de prix, les spéciaux disponibles 
chez le grossiste. 

6. Mettre a la disposition du détaillant CHAMPION un bottin de commande si 
désiré pour l’aider 4 mieux préparer sa commande. 


LE DETAILLANT S ENGAGE 4 


1. Placer l’écusson officiel CHAMPION bien en évidence dans la porte de son 
magasin, condition exigée par les fournisseurs pour lui assurer les escomptes 
sur certaines marchandises. 

2. Suivre les instructions et la politique du grossiste en ce qui concerne les 
commandes, les livraisons des marchandises, les spéciaux, etc. 

3. Acquitter la somme de $1.00 par semaine selon le mode de facturation en 
vigueur chez le grossiste pour les services recus. 

LE DETAILLANT RECONNAIT QUE LA PRESENTE ENTENTE:— 

1. Annule toute autre entente ou contrat écrit ou verbal, antérieurement passé 
avec le grossiste ou autre entreprise maintenant affilié. 

2. Peut-étre révoquée, annulée avec avis de part et d’autre de 30 jours par 
ecrit. Dans ce cas le détaillant devra enlever l’écusson CHAMPION et le 
grossiste avisera les fournisseurs que le détaillant n’a plus droit aux privi- 
leges qui lui étaient accordés. De plus le grossiste discontinuera les services 
du groupe CHAMPION ci-haut mentionnés immédiatement. Le détaillant 
devra acquitter sa cotisation hebdomadaire de $1.00 pour les services ren- 
dus durant le mois de l’avis et jusqu’a expiration de l’entente. 


En foi de quoi les deux parties ont signé une double copie ou contrat. 
Ree eck Bs ios cae JOUr “de inc Ga.ckon ae ee 196.. 


COUVRETTE & PROVOST LTEE. 


MARCHAND-DETAILLANT 
SU-1076 


=. 
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3. Laid down cost ex. our warehouse docks for several specified food com- 


PRIX DE REVIENT EX-QUAIS RECEPTION NOTRE ENTREPOT. 


LAID DOWN COST EX OUR WAREHOUSE RECEIVING DOCKS. 


modities. 
(Guover Luss Pink salmon +. . 2... .6G@s bec eens + 48 X 3 lb. 
Dommertic Shortening. . iis ase... . cgigure tts oss os 36 X 1 Ib. 
mere. Rosas WIGUT...... GO... os debs... 0s ' 10, X 5 lbs: 
Curistie Premium soda crackers.............-. 12> Tab: 
(OTIS |) UL ee > Sey as 10 X 5 lbs. 
CLover Crest No. 1 white 

PLOMey Pei. ooo ais Dees. oS ok ER eas ees tin 24 X 2 lbs. 
Ciover Crest No. 1 white 

ve Pesce lon oo} ea an pa oar a Se plastic 12 X 2 lbs. 
BIONT-ROUGE Apple JUICE. oo. . cies cee ces cee seee 24 X 20 on. 
Rate Oe CITA OCMUICC.. .. . extiies 6 visser mew eis «8 24 X 20 on. 
Acviamr: Bartlettipears. so. 6... sists geo see's 24 X 15 on. 
POLE PeORNES, ois BEES os sx. ASEM cw ood 24 X 15 on. 
DemMonts Pineapple. .f.25.....:...830.......¢ 24 X 20 on. 
PURTEALIAN CUHISINS,.... AiG... ...miein ee. esd 28X Lib. 
mmr Tomarvees..25 Tht ......ORGI......! 24 X 28 on. 
PME PASI YE. ccc Bee 05 055 COS ooo a ee ot 24 X 10 on. 
eaten Cream COM, .. Ohi oss scare cece f 24 X 20 on. 
Hetnz Strained baby foods................+. tin 24 X 42 on. 
Hautnz Strained baby foods................. jars 18 X 4% on. 
avery DAR. beans witu york. 2. .555.'7.. 664s .. 24 X 15 0n. 
EMER V CPOtADIC SOUD 0 pcckes - 25 op ays spas oo oes 48 X 10 on. 
MEY 11 OGRE JUICG. co cescdcca tees ste ase es Cas 24 X 20 on. 
Memnz Tonite ketcmiprit... (052. 2190 2. 0 24 X1L on. 
meoncan Linus Cake mixes... 0.2... 0008 ete s 12’s 
Ponarr Cheese Sliced... .2f4!...02.. el eee. 12 Xy ib: 
OO ASTCESGL SC Bat IR ge een aa 36 X<.4 Ib. 
Mrracie Wuir Salad dressing................56- 12 X 16 on. 
EOC G CU UDKCS fete cee tac s testes ss 36 X 8 on. 
(SaruLiT Macaronrey ss. 26 Caves eek 24 X 1 |b. 
MARQUETTE Strawberry jaM..............0--005 12 X 24 on. 
BrrADA Lea buds Orange PeKOG. 202... .o 6a ee 24 X 60’s 
Bane Whit Cpitee TOR. OARS ane ac sigs de weve veces 12° Ib: 
MAXWELL Instant coffee jars...........-.000eee. 6 on. 
Worx Peanut buttePice Dor?.... Ps vis. fos ss 12'K 16 on. 
HasitaNnt Sweet mixed pickles..............+.- 120 16 on. 
EAS OL DO WU ys tees os eas wwe ne poe ge 36 X 3 on. 
BakeEr’s Unsweetened chocolate............+++- 8 on. 
Carnation: Evaporated ‘milk ........../. 02.0 5.5 48 < 16 on. 
eer Powder ayiiie 4 nsec <cunnmis «FRR E* + pple 12. X 3 lbs. 


1 September 1 September 1 September 


**1964”’ 


$13.40 
$11.98 
$ 4.65 
$ 3.66 
$ 4.68 


$ 3.30 
$ 6.16 
$ 6.15 
$ 4.65 
$ 4.20 
$ 6.16 
$ 6.42 
$ 3,34 
$ 4.61 
$ 2.22 


$ 3.65 
$ 5.30 
$ 3.45 
$ 5.15 
$ 4.80 
$ 3.50 
$ 9.00 
$ 4.19 
$ 6.62 
$ 4.22 
$ 5.25 
$17.52 
$ 9.96 
$27, 50 
$ 5.08 
$ 3.14 
$ 3.50 
$12.00 
$ 6.85 
$11.25 


**1965”’ 


$14.90 
$12.70 
$ 4.65 
$ 3.75 
$ 3.50 


$12.90 


$ 6.60 
$ 3.30 
$ 4.03 
$ 6.11 
$ 5.15 
$ 3.98 
$ 6.26 
$ 6.42 
$ 3.34 
$ 3.96 


$ 1.93 
$ 3.67 
$ 5.30 
$ 3.65 
$ 5.15 
$ 4.70 
$ 3.75 
$10.16 
$ 4.34 
$ 6.62 
$ 3.92 
$ 5.25 
$17.52 
$ 9.96 
$26.30 
$ 5.08 
$ 3.14 
$ 3.50 
$12.00 
$ 7.10 
$12.25 


“*1966” 


$15.90 
$13.06 
$ 4.85 
$ 3.75 
$ 3.40 


$13.80 


$ 7.05 
$ 2.80 
$ 4.02 
$ 6.38 
$ 4.98 
$ 4.02 
$ 6.26 
$ 6.67 
$ 3.55 
$ 4.07 


$ 2.05 
$ 4.60 
$ 5.30 
$ 3.32 
$ 5.35 
$ 4.70 
$ 3.88 
$11.52 
$ 4.34 
$ 6.62 
$ 4.12 
$ 5.25 
$17.52 
$ 9.96 
$26.30 
$ 5.08 
$ 3.48 
$ 3.50 
$12.00 
$ 7.35 
$12, 25 
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GENERAL FOODS LIMITED 
Proceedings No. 17, pages 1206-1243 


Supplementary information supplied by the Company arising out of their 


hearing before the Committee on November 10, 1966: 


1. Hostess Food Products—Six-year Profit and Loss Table 
Fiscal Years Ended March 31 
($000) 
1961 1962 1963 1964 1965 1966 
Units Sold (Millions) .... 8 1.0 i ie a gph 170 sip! 
CGse AIES Ue wie en ee ee 5336 6502 T2051 7487 7397 7951 
Transportation .s. .<e 350 410 445 336 356 365 
Warenousing S02. ey 8 7 36 112 88 83 
Cash* Discoumts #4... 28). Ns Fee 29 33 23 26 32 
Sales, Pagit, fe kee (eee 4h S. 7 5 6 9 
Damaged Merchandise ... 3D 28 33 47 33 Zo 
*Other Allowances ...... 92 150 152 464 400 291 
Nei 288 16S? ai, ee, Meee i 4850 5878 6551 6500 6488 7148 
Cost of Goods Sold 

Raw. Matertala. oc. a. 1446 1539 2123 1873 1896 1964 
Packing: Material ..7). 1237 1702 1659 1491 1442 1479 
AbpoOur 2. ei Pe eee 574 Tat 957 901 826 905 
Overhead M58... annem 586 910 783 761 702 846 
Total Cost of Goods Sold 3837 4882 5oa2 5026 4866 5194 
Grogs? Margin Vsti. 2 FA 1013 996 1029 1474 1622 1954 
A¥ettisingi022e= 8 hh B22 254 90 304 197 69 
Piomiptions Ague8...26 <b dk 57 225 264 its 88 243 
SOUT | cise shane a eee ea 446 820 744 1414 1182 1245 
Administration |:.... 2... 242 75 43 86 105 209 
Income ‘TaXxese.. .. .osue (28) Oh wi age a PR at 
Profit After Income Taxes (26) (367) (112) (445) 50 188 
On. OL (Gross? pales (fo oe, (OTS) (5.6) CE/3) (5.9) er 2.4 


Note: Other Allowances *Estimated For Years 1961 Through 1965. 


. Current cost of instant coffee—in relationship to the price of green 


coffee beans. 


Our data on the actual prices that we have paid for green coffee beans 
indicates that this cost has increased a little more than 40% since 1961. 
Since 1961, our wholesale price of Instant Maxwell House Coffee has 
gone up approximately 10%. To be specific, the selling price of a 
6 oz. jar has increased 21% and the price of a 10 oz. jar has 
decreased 1%. 


Our ability to lower the relative price of instant coffee stems from new 
technology developed at our coffee plant in LaSalle, Quebec. 


. Total coffee profit after tax, as a percent of gross sales: 


1961 1962 1963 1964 1965 1966 
3.8% 6.1% 6.8% 8.5% 6.0% 6.5% 


It should be explained that the profit in 1961 was abnormally low and 
resulted from heavy start-up costs at our new plant in LaSalle. 
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4. The Company’s ‘‘cents-off policy” for the past year 


National (Ex. B.C.) as 3 Oe 

Baa ee 6-02. 10-o0z. — 6-02. 10-oz. 
Nov. 10/65- . 
[Po OS PAO a Sa 14¢ 24¢ 20¢ 30¢ 
Feb. 18/66- Dt, . 

Oct. 24/66 | No Off Label Deals 

- Oct. 24/66- AD 
Nove Gor et af | ee ee 30¢ 20¢ 30¢ 


*14¢ and 24¢ means the actual jar label is printed “14¢ off’. 
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Table 3 
3. CUSTOMER PRICE SCHEDULE 


Effective August 15, 1966 


250 Cases Less Than 

& Up 250 Cases 
ineineds FOO0S © bi). cae se oye eed 24 x 43 2.74 2.84 
UR Ta OES = Sk ee See ee 24 x 8 3.89 3.99 
MeateDinners: of} 22.42.00 ed 24 «& 43 4.31 4.41 
Mieptand Eee YolKs uc o6n 6 as 4 24 x 34 FipT 5.47 
Strained Juices—Tin .......... 24 & 43 2.74 2.84 
Strained Orange Juice—Tin .. 48 X 4? 5.48 5.58 
Junior Orange Juice—Tin .... 24 X* 6 3.12 nae 
Gerdals—-0'0Z. 2.3% mete Le 1a xX 3% 2.90 3.00 
Geteals—-16 02.58 0.0 jx .0 pamics 4 1204 16 4.90 5.00 
*Fruit Cereals—8 oz. .......... Ls xX. B 4.50 4.60 
O@@twiite. EsiSCULS tad are... maces 12 x 4 2.95 305 


Introductory allowance of 10% on orders taken through September 16, 1966 
for prompt shipment. 


All prices are delivered to customers—prepaid. 


Terms: 2 per cent cash discount—10 days from date of invoice 


Rebates: 


Truckload: 1 per cent allowance on all single order shipments of 30,000 
lbs. and over shipped to one address from Niagara Falls Plant. 
Payments to be made by cheque, through Sales Force, quarterly. 


Volume Incentive: 1 per cent allowance to direct buyes of $10,000 or 
over in calendar year. Purchases of branches of corporations or recognized 
members of a corporately owned group may be pooled to qualify. (This 
does not extend to independent companies affiliated for buying purposes 
only.) Payments to be made by cheque, through Sales Force, as soon as 
possible after December 31 in each year. Interim advance payments may 
be made on 3 yearly basis to certain customers, on request of General 
Sales Manager, after June 30, 1966. 


August 8, 1966 


cc. J. Suerth, A. Frens, C. Smith, D. Jeannero, G. Johnson, J. Ryan, R. Hol- 
man (3), J. Merrett, R. Yaworowski (5), A. Peacey (5). 
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KELLOGG COMPANY OF CANADA LIMITED 
Proceedings No. 7, Pages 1171-1205 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on November 10, 1966: 


1. A statement from the President relative to pricing and advertising of 
products (excerpts from letter dated December 2, 1966). 


December 2, 1966 
Dr. R. W. James 
Special Assistant 
Special Joint Committee of the Senate 
and House of Commons on Consumer Credit 
Room 575F 
Centre Block 
Parliament Buildings 
Ottawa, Ontario 


On November 4, 1966 we provided you with some of the additional informa- 
tion which the Joint Committee requested at the hearing on November 10, 1966. 
On returning from my previously scheduled trips, I find that we have been able 
to put together more of the additional information requested and in the interest 
of giving the Joint Committee as much as we can as soon as possible, we are 
including the information now available in this letter. 


Our competitors as well as ourselves must keep their customers informed as 
to the prices they offer their products and we have encountered no difficulty in 
obtaining information as to our competitors’ prices from customers. Our sales- 
men provide us with periodic retail price checks as they are needed. 


Generally when pricing products for sale, there are a number of factors 
which we must consider. Each situation is different into itself and no hard fast 
policy can be used in determining the selling price. 


In arriving at a selling price, we must take into consideration the range of 
prices at which similar or somewhat similar products are sold. We must consider 
the competitive price relationship between our product and the dissimilar prod- 
ucts which can be used for the same purpose, specifically nutrition at breakfast, 
in view of our hope that we will be able to persuade consumers to use our 
products instead of dissimilar products. We must consider the volume which we 
can hope to achieve at various possible prices with varying amounts of advertis- 
ing and promotion. One of the most important considerations is the estimated 
cost of ingredients and the estimated effect on our total cost picture of the cost of 
producing the particular product under consideration. These factors and other 
factors will vary from one product to another and each pricing decision is made 
on the basis of how all the factors involved fit together. We must be satisfied that 
all of these factors would permit the product to be an eventual profit producer 
over an extended marketing experience. 

I stated to the Committee on November 10 that we discontinued advertising 
on Kellogg’s Krumbles in 1959, Kellogg’s Pep in 1961 and Kellogg’s Sugar 
Smacks in 1964. Our price to our customers in 1959 for a 93 ounce package of 
Krumbles was 19.1¢. In 1961 our selling price for a 12 ounce package of Pep was 
24.1¢, and in 1964 the selling price for an 8 ounce package of Sugar Smacks was 
31.1¢. We must emphasize here that these products were not discontinued, but 
rather the advertising against these items was withdrawn. 

Our knowledge of the market indicated an apparent need for additional 
pre-sweetened items and in 1960 Cocoa Krispies in a 94 ounce package was 
introduced at a price of 25.8¢ per package. In 1961 another pre-sweetened 
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produce Sugar Stars was introduced in 8 and 11 ounce packages at 24.1¢ and 
34.1¢ per package. 1964 saw the introduction of Froot Loops, again a pre-sweet 
item, in 7 and 11 ounce packages at a 28.7¢ and 43.5¢ price. 

We have attempted to impress on you the importance of new products to our 
industry and more particularly the importance of new pre-sweetened introduc- 
tions. With this apparent demand by the market these products would have been 
introduced regardless of what other marketing or advertising adjustments we 
might have made. 

It is important to realize that the introduction of these three new products 
had no connection with our decision to discontinue advertising on the three older 
products. The three new products would have been introduced whether or not 
the three older products had shown increasing, decreasing, or static sales with or 
without advertising. 

There remain a few questions yet unanswered. We have been having consid- 
erable difficulty in determining how to respond properly without being mislead- 
ing. We will provide you with what further information we can develop as soon 
as possible. 


G. D. Robinson, 
President 


2. Gross Dollar Sales 1958-1965. 


Kellogg Company of Canada, Limited 
London, Ontario 
Executive Offices 
November 14, 1966 
Dr, .ReWeaJdames 
Special Assistant 
Special Joint Committee of the Senate 
and House of Commons on Consumer Credit 
Room 575F 
Centre Block 
Parliament Buildings 
Ottawa, Ontario 


We list for your information Kellogg Company of Canada, Limited Gross 
Dollar Sales 1958 through 1965 as requested Thursday, November 10. 


GROSS DOLLAR SALES 1958-1965 


DOS Kee ete es ee ee Pn $18,844,441 
Lat eg eer et Eee eee ee ee 19,134,609 
19603, A soeesowaks (Sigceee be 19,801,664 
LOG 1st ave teats. GL rectinpeayice 20,306,043 
1962, LOS, 8), BI & BRU, EN op? 19,968,590 
AB LU eatin Ger eye leegeaieene te sate) a9! 24,178,847 
LAF Oe 2 RRS PN i PT Wg 25,845,598 
1965 .vguw etalon seer ded? 26,600,139 


We were anxious to get this information off to you before leaving London. 


G. D. Robinson, 
President. 
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4. Cost of Materials for packing Kellogg Products (shipping containers, 
cartons, liners, glue.) 


Cost OF MATERIALS FOR PACKING KELLOGG PRODUCTS 
SHIPPING CONTAINERS, CARTONS, LINERS, GLUE 


Percentage 
To 
Year Cost Gross Sales 
URLS See 2 ee a eee: oe $2,245,111 11. S12. 
LO SO ncwdew rams cele ord s 2,310,070 a 
LOG 0) cigs ve ewe b < Bnereunye Zio Lik O10 LLG % 
EO wae 35 a ReoMe a Wiles ore 22393,000 pu by et, 
iG Goo ete ee ecu e b Bet OLeL0 11.39 
BOG 312 cs Ree uct 2,574,936 10.65 
NOS iB ied aa st wea Nos 2,616,461 Lila 
BED OO cee A ee ge entre 00 ie ca 2,462,241 9.26 


5. Kellogg’s Merchandising Incentive Plan, 1963. 


December 1, 1962 
TO OUR DIRECT ACCOUNTS: 


The Kellogg Company of Canada, Limited, has established a pre-determined 
sum of money for 1963, from which each Direct Account can benefit in direct 
proportion to the value of his purchases. 


This Plan is designed to provide merchandising dollars to all our direct 
accounts within the ten provinces of Canada, to stock, promote, and feature 
Kellogg products during 1963. 


The Plan will be in effect for four 3-month periods, during the calendar year 
January 1, 1963 through December 31, 1963, with the periods defined as follows: 


January 1 through March Bl — ist period 
April 1 through June 30 — 2nd period 
July 1 through September 30 — 38rd period 
October 1 through December 31 — 4th period 


At the end of each period, each direct account’s total invoiced dollar pur- 
chases will be applied to the total Kellogg dollar sales for the period to deter- 
mine the exact percentage of our total business produced by each customer. 
These percentages will be applied to the total Merchandising Incentive Alloca- 
tion for the period, and will represent the dollars that can be earned by each 
direct account. 


In order to qualify for the dollars that can be earned, it will be necessary for 
each direct account to provide a minimum of one major Kellogg merchandising 
feature during each specified period. This feature to be of a type mutually agreed 
upon by the direct account and the Kellogg Company of Canada, Limited. The 
Kellogg Company of Canada, Limited, will require Proof of Performance from 
each direct account at the end of each period. 


In that your earnings in the Merchandising Incentive Plan are directly 
related to your share of Kellogg’s total business, your account, by providing 
complete Kellogg line and package size distribution, can enhance your oppor- 
tunity of earning the maximum from each period allocation. 
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Extra volume available by allocating shelf space in your retail outlets, 
according to consumer movement, will further assist in your participating to the 
fullest extent in each period. 


Any sums earned by our Direct Accounts under this Plan will be paid by 
cheque as soon as possible upon completion of the period to which they apply. 


Any sums earned under this Plan will not be deductible from any invoice 
payment made by the customer to Kellogg Company of Canada, Limited. 


All computations will be made in London including all purchases recorded 
on our books from the first to the last day of each of our Merchandising Incentive 
periods. 


Kellogg’s Merchandising Incentive Plan applies only to the year 1963, and 
will not be effective for sales invoiced after December 31, 1963, unless otherwise 
indicated by the Kellogg Company of Canada, Limited. 


We reserve the right to change, alter, or discontinue this Plan at any time. 


KELLOGG COMPANY OF CANADA, LIMITED 
London, Ontario, Canada 


6. A statement from the President referring to cost of imports and to 
return on investment (excerpts from letter dated December 7, 1966). 


December 7, 1966 
Dr. R. W. James 
Special Assistant 
Special Joint Committee of the Senate 
and House of Commons on Consumer Credit 
Room 575F, Centre Block 
Parliament Buildings 
Ottawa, Ontario 


We have found it impossible to provide to you a complete cost breakdown on 
ten manufactured commodities or package sizes of a particular product. 


We are able to determine the ingredient cost, the packaging material cost, 
and the direct labour costs of each of these ten major products. The remaining 
items cannot be logically allocated to the individual products. These have al- 
ready been given to you in our Corporate History Table and represent as a 
percentage of gross sales: 


Manufacturing Salaries, Wages & Fringe ............ 14.21% 
Oto we rachuriae “COBTSA cit Ses «0% 6 Cerne Ba )..on 
SRA OU PGS Bh L005 5 Fae new aes gp era nw athe Bee ee ee eee 4.48 
Advertising and Promotion Expenses. ....%.sssssete+ 14.17 
BUTT Oe PATIOS Go ek bs, 5x Gieoe gin) Stk on So gh ee 2.84 
Administrative and General Expenses ............... 1.92 


The attached table details the items which can be specifically allocated and 
we have also listed the unallocable items as they relate to total gross dollar sales. 


We have no figures from which we can determine ‘Return on Investment’’. 
More specifically, we have no way of knowing what should be considered to be 
the investment upon which a return may be determined. 

It appears that the Forbes Article which was put before the Committee may 


have used the historical or book value of assets to arrive at a percentage which 
they termed “Return on Stockholders Investment” for our Parent Company. 
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Without being familiar with what guides Forbes Magazine may have been 
following, we believe that no meaningful results can be arrived at in our 
situation by comparing our profits and the book value of our assets. 


Our depreciable assets have been depreciated in accordance with conserva- 
tive accounting at maximum available rates and the current book values of 
those assets do not reflect their present actual value. Land is valued at cost and 
does not reflect current actual values. Book value does not reflect in any way the 
substantial but unascertainable value of goodwill which has accumulated by 
offering high quality products for nearly sixty years to consumers in Canada. 


Nor does the book value reflect the again substantial but unascertainable 
value of a growing organization of trained individuals familiar with their par- 
ticular function in the total operation. Nor does the book value reflect the 
technological information and marketing skills developed by the Company over 
almost sixty years of the production and marketing of cereal. 


The value of these huge intangibles is not reflected on our books, but 
represents the greatest asset of our business. 


We, accordingly, think that the matter of return on recorded invested 
capital is meaningless. We feel the appropriate level of profit is that which is 
required to maintain the business in a healthy condition, to permit us to replace, 
at current costs, equipment and buildings originally recorded at cost levels as 
much as fifty years ago, they wear out and must be replaced in order to continue 
in business on an efficient basis. This takes into account the changed value of the 
dollar. Asa Company has increased volume, it has increased risks, due to the fact 
that it is necessary to increase its plant account, its inventories, its work in 
process, the number of employees and its other manufacturing and distribution 
expenses. 


In summary the book value of the Company does not represent accurately 
the actual value of tangible assets nor any value for intangible assets and 
consequently a comparison of book value with earnings will yield a meaningless 
result. 


We are therefore unable to make any determination of what might be 
considered, with a reasonable degree of reliability, to be our “Return on In- 
vestment”’. 


G. D. Robinson, 
President. 
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7. Breakdown of allocable costs ten major products, 1965. 
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2. CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED DECEMBER 31, 1965 


Wet sales 90 01.8...) Reh new eee. 
Cost of sales, selling and administrative expenses 

exclusive of the items listed below 
Provision fom depreciation <1. b: & &.'r.% Lye oe 
Interest expense net (including $118,058 interest 


on long term debt and $21,898 interest paid to 
ALAMALEGS COTMIANIICS x", on; hc Se ew So eds GBS « he’. 


Loss on disposal of fixed assets 


« ‘ee 2-6 0 Bw faReie. 6.0 6 6 


Net profit before taxation 
Income taxes on profits 


yee ee 8 8 6 Oe 6 8 CLS One © be 6 


SE CPS 8) CF OGL CeO) OC. SNe, OTe ee ee Bie le Ve 


Net profit before minority interest and share 
of profits of non-consolidated subsidiary .... 


Minority interest in profits of subsidiaries ...... 


Net profit before share in profits of non- 
OGRSOMMared BUDSIOIATY 2... sec dicsis hee es ees 


Share of profits of non-consolidated subsidiary 
PR Tigh eee re MSs) Aes chit hlarids'e 602s oho ead Ws so 


INGOT PLOMT Me TEL VCAT G5. c tn, ko Son kip Suede vhs; sue dae. schce 0 
Balance brought forward from previous year .. 


Balance carried forward to next year .......... 


54,108,141 
1,375,148 


100,999 
12,230 
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$59,526,116 


99,096,518 


3,929 598 
1,968,273 


1,961,325 
25,039 


1,936,286 


135,228 


2,071,514 


5,837,689 


$ 7,909,203 


Additional annual consolidated profit and loss accounts, 1960-1964 


have been filed with the committee. 


3. PAYMENTS TO THE PARENT COMPANY AND AN ASSOCIATED COMPANY 


FOR TECHNICAL AND SCIENTIFIC SERVICES RENDERED 


1960 THROUGH 1965 


PAYMENTS TO UNILEVER LIMITED, LONDON, ENGLAND (PARENT COMPANY ) 


ih: O00) Oe ORT Se ee ee a en RCN $25,000 
PEO kk riot RR ARR Ae Sk. Sa 25,000 
Es Go ke eee tn She ae 25,000 
1 ees a eee ee 25,000 
Rae Bh ae ee oie le 25,000 
eon e. Bee ee eR eed 25,000 
PAYMENTS TO LEVER BROTHERS COMPANY, U.S.A. (ASSOCIATED COMPANY) 

1960. 5..8:ceccoReee ee Ragen $ nil 

pl a i hiiatateclane brawl” et Baeckels nil 

BON he Rg ee ee 162,261 
Res oO anes coe ee ee 161,462 
UO 28 ec wc ad teed i ee 161,872 
Be ie hn eae ee airy pe aaa a a, ae 161,781 
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5. RESEARCH AND DEVELOPMENT, MARKET RESEARCH AND PACKAGING DEVELOPMENT 
EXPENDITURES 1960 THROUGH 1966 


($000’s) 
Packaging 


Research & Market Develop- Total 
Development Research ment Expenditure 


POGD* tage icgnees ss Os The ban 4 $ 143 342 66 551 
UST toga OA ee Oat oct leds eae aa Dre 413 99 689 
L962. ois MEAG IEE oe HDB, 's,5, « 2, Rds 387 534 67 988 
LOGS irae SAE Se od ole 428 500 56 984 
LO Aunt MIE cs BAN os wo see 476 932 D7 1,065 
ei sh SPs 4's St 542 619 68 1,229 


Total expenditures—6 years $ 2,153 2,940 413 5,506 
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M. LOEB LIMITED 
Proceedings No. 11, pages 665-706 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 25, 1966: 


1. Comparison of retail prices-Top Valu vs National Brands 


Unit 

Top Valu Product Pack Retail Brand ‘‘A”’ and Retail Brand “B”’ and Retail 
Margarine, parchment... 36/1 lb......... 2/63¢ Monarch.......... 2/73¢ Blue Bonnet...... 41¢ 
Margarine, quick colour.. 36/1 lowe Ts 37¢ Blue Bonnet...... 45¢ Monarch.......... 43¢ 
Cheese Slices, plain...... 24/8 OZ......0%. 35¢ FOPAl sss ace k ace 41¢ .. Black Diamond... 41¢ 
Cheese Slices, pimento... 24/8 0z.........  35¢ WOURIG Cra cee nes 41¢ Black Diamond... 41¢ 
Cheese Slices, plain...... 12/16 0z........ 69¢ Kat ee fee 77¢ Black.Diamond.. 75¢ 
Cheese Spread........... 12/16 oz........ 73¢ TEPAL ER ee viol ee 77¢ Black Diamond... 75¢ 
Orange Juice............+. 48/6 02.......:. 2/51¢ Minute Maid..... 2/61¢ N/A 
Orange Juicé..........25: BALI? OF eck Gos 49 ¢ Minute Maid..... 59¢ N/A 
Popping Com... ok... .098 19716 07.2.5 as 13¢_. Tt) Popeye. tic.esca0s 19¢ N/A 
COTES; DEAN o... 0.8 ths cace DASE We uea s aoe 44¢ Chase & San...... 54¢ Maxwell House... 54¢ 
COTES. DEAD, oss ia dene AAT Tucan cc 87¢ Chase & San....,. 97¢ Maxwell House... 97¢ 
Coftes, stant... een PASO OR, eens MOOS Vulan. oto 59¢ Maxwell House... 57¢ 
Cofiee, iistant....2< adores L2/OOF cue sas  O0€ Maxwell House... $1.19 Chase & San...... $1.15 
Coffee, instant........... 12/10 O2%...00004 $1.00 Maxwell House... $1.89 Chase & San...... $1.69 
Chocolate, instant....... 24716 O28. 3 a A3¢ Westie 60. tater 59¢ TOGGY aves co: 49¢ 
Teetehap isn: ig wiss sis aan PAINE OFS. acme 2/43¢ AMINO R ak as 25¢ lei Z..4Fs aw ttchkes 29¢ 
Kevehups ic aeuecca coe BZ / 2UtOBicace var 39¢ N/A Pettey 9%. tana os 45¢ 
Ketchty 24: tan aro PAINS OF. cae 31¢ PCIe ehh ees ares 37¢ EB. yy Smth..... 33¢ 
OTUStATG: Tay <ge oe cme BA/G Ome: P27 a3. 2/27¢ Prénen 67,.43..75.5. 2/31¢ PiCiN2 ; Baa casas 2/31¢ 
WMustardec..i4eh «ase TDALG Oren dss 23¢ Frenele 623, hnewsks (Gee Helga’: geaeek< tae 27¢ 
Mustara. 2.05.40. wina sae 12/24 02..0005%% 3l¢ PPene hi S.i0 ost os 33¢ TIGIN A ih Bae 08 3 33¢ 
WV ADOQAIS ee. vcd aiken ss cape 1o7o4 O728, PFC: 25¢ Canada White.... 27¢ 
WmnGiars dae i4 eek 2 ee 13/40 Gee. 31¢ Canada White.... 33¢ 
Winegard yee eee OL S0 Goes 5.c'5 os 55¢ Canada White.... 57¢ 
V NOONE ies. Fan ae 4/160 O7054.5:.50) SSé -— — _ oe 
DOO OEP cc sear ee AS TIS OB. ices ve 3/32¢ PAT css cesta ween 3/43¢ Dr<-Ballards:..... 2/31¢ 
Dae FOOU. Pole. oes 24/26 OZ... 0.550% 2/39¢ Dr. Ballards...... 2/49¢ 
Wat Poot, {eich asses BS /TS OZ. oa sate 3/32¢ Puss & Boots..... 2/39¢ 
Pork & Beans......... 0. 24/20 OT coe. Bus Z(¢ LADY RS Oise cane 2/59¢ COTATI. Bo. a's <8 29¢ 
Pork & Beans. vc. 3 ieccan 24/28 OZ. 6.0 scl 33¢ Libby sir Sine 39¢ (lark 6. ches «+s us 36¢ 
Salad Dressing........... 12/3 O2i..dsineu  "SOe MOWaron? ..22.0cess 27¢ 
Salad Dressing.......... L/S OGAn, vue 59¢ Monarch.......... 69¢ 
Salad Oresaing., 64. ooe ID/NG Oa. hc5 es 39¢ MOnargh.faik cians 43¢ 
tls 021 Brent eee 12/16 02.0... 45¢ Mazoin..4 J feels & 57¢ 
Pea Wil. i.scan dames eee 12/82 0240.55. 81¢ MasO1A; 4) 5 +558 ace $1.01 MonerCh at. os uk 93¢ 
DIOP Ge 8 A Seen eee SO/L Ui wie: 29¢ Tenderflake...... 31¢ ure 65: ee tens 33 ¢ 
BHOMCARING civickas ok cam SOLID. cay ee xs 33¢ Monarch.......... 37¢ Cirigtes Sc oe ck Ges A4T7¢ 
PAULO VTUD inane a eee L2/A0 Of epuee oh 35¢ Oldelarme: oo facie 39¢ Monareh bi cicse.s> 35¢ 
PADI SVPUD.., eke eos bis 1282 Ota — ans a a ae 
Canned Soft Drinks...... 24/10 o2z........ 6/49¢ Pepa ese te ene 6/59¢ 
Pier arOnl 3:5. eee aaa 1222 Tbe ce. dn ae 39¢ Gatelit. 2 ce. 43¢ 
Pm UPGAL 54 oc os dh aes 122 Ue ceaw es 00K LANG. oo cnet ee AT¢ Catelli, cello...... 43¢ 
Wak POPC ic sie case vas JA7100 FE... ». 9s. 35¢ Cut Rite, box....  37¢ Rap Rite, box.... 35¢ 
MME SDEL disk. nckxeeean LF OOU Ete ast 63¢ Coit: Ritec vase 69¢ Save-All.......... 67¢ 
RMN NU PODS 5 oso ccc cewek 24/12"" * 25 ft. 33¢ yee See i. ERE 37¢ Stuart House..... 37¢ 


PEE 25 chs cte cs wc hint 12/18" & 25 ft. 67¢ PAQGRS 20s aes 69¢ b 5X04 10) (6 t- 69¢ 
Pe SO iy ear 2/25¢ jiffy, 48/20s...... 15¢ Miracraft, 50/20s.. 12¢ 
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SSS 0799050505050 SSS 


Unit 

Top Valu Product Pack Retail 
Peanut Butter........... EAs lG Of. dat08: 43¢ 
Strawberry Jam......... 12/24 07......34 57¢ 
Raspberry Jam.......... 12/24 O7......:. 57¢ 
Apple Saure ih. tsa; 24/15 Of.0....5. 2/35¢ 
Apple Magee. ..—.t0 ss 24 /2O'OZs. 1. oy > 23¢ 
Bartlett Pears: & ve..'s:.. 24/15 G2. Bose 44 3l¢ 
Dessert Pears............ 24/20'02........ 29¢ 
Froit Cocktailig. ay. ¢x: PATS Grn hac. 2 28¢ 
Froit Cogktails % cs... 28/20 G5i045 5 kt 35¢ 
Brait Cocktails jccy oa. sss 24/28 OZ........ 47¢ 
Red Pitted Cherries..... 24/15 OZ... dec56s 2/69¢ 
Apple Drinks. $559752..22: 12/48 oz........ 35¢ 
Orange Drink, Grape & 

Tropical Punch........ 12/4307 75). 35¢ 
Blended Juice............ 13/4302... 45.<4% AT¢ 
Grapefruit Juice......... 12/48 O%..4...4. 47 ¢ 
Orange Juice... 320)..... T2p4S Gas. 4. 33h 47¢ 
Apple Juice: ..cn..4.05.% 24 20 OF.) Sinwds 2/35¢ 
ADDO JUMB..6. 04. 0d... 65s 12/48 o7..1... 2; 37¢ 
TLOMALO JHICO.L os cals. sk. 24/20 OZ..4..... 2/33¢ 
aomato duice..4. 0.4. . 5. < B2/AB OZ.00565 6% 35¢ 
Orange Drink......:...:.. 6/64 OZ... 4.0.45 61¢ 
Powdered Milk.......... W273 Ub) ce werd $1.09 
Evaporated Milk........ AS/IS'OZ.. 0.04: 2/37¢ 
Powdered Detergent..... 10/2 ease 59¢ 
Powdered Detergent..... 5/5 Wee) at eds $1.39 
Liquid Detergent........ 12/24 GZ... 3c6.9% A9¢ 
PATI ARACUR. Sines) S00 sxe 5s 8, PATA Oa. 3... 2) 45¢ 
Cream Corn®, } S.c:%. . 24/14,07.......% 2/35¢ 
Cream Corn. Be. 4... 2.4 PAID OZ icc ass 2/39¢ 
Kernel Cor: 3... 24/12 O2..4...4. 2/41¢ 
Cut Green Beans........ PAVIA. OF .005 005 2/31¢ 
Cut Green Beans......... 24/19 02... J00-4- 2/35¢ 
Cut Wax Beans.......... 24/14 o2........ 2/35¢ 
Cut Wax Beans.......... 24/19 OF.4.10004. 2/37¢ 
ASBOTbOG PONS! oes 03. Sok 2410 02... «/. +.) 2/33¢ 
A Ssortequreks!.<. a0 v5.4. 24) td OF.. cc. oes 2/35¢ 
Assorted Peas........... 24/19°02.. 0.2.1. 2/43¢ 
Tomatoes............... B4yI0 os, bx dh 29¢ 
oR OUDRLOEE, 5 5 x Ss ve Bsn tes 24/28 OZ oni owas 33¢ 


POE BL OCR ne habe Ath ine BAIN9 Ooi tease 2/39¢ 


Brand ‘‘A’’ and Retail 


Planteras).’.)... <4). 51¢ 
Ayimer 3io.4.. 008 59¢ 
AVIMG6F 2) ce. 59¢ 
Aliana re yea tes 2 
Scotian Gold..... 2/41¢ 
PWM oe dn alors 29¢ 
pee ees Ga ie 35¢ 
Avinier. Jo. 3055 ho 29¢ 
AB cles (iy eee Deer ae 41¢ 
Da by sie 4. ad: 49¢ 
Awiaier [35538 Caco 35¢ 
HUGH secs ee 39¢ 
He F, cha wd ceed 39¢ 
Donald Duck..... 5d¢ 
Allon so ode ks 2/37¢ 
Allania. Ak 44st 39¢ 
Avimer. 7. .ars... 2/37¢ 
Aginger. 4... 62s cite. 39¢ 
Coronation....... 63¢ 
Mulkon,. 22.4620: $1.29 
Carnation........ 3/57¢ 
WESC Fe oct. 2S okcckt. 9 
AA Bots. Ae $1.79 
fi hip pare en Bae Ue 55¢ 
Aylmer.a..c4i0 .u. 51¢ 
AVA mar hss te he 2/41¢ 
Aylmer odo ..catees 2/47¢ 
Niblets. 42.3... 2/43¢ 
Green Giant...... 2/45¢ 
gy Mee en | ee Oo 2/49¢ 
AINOOT. Uy ke Sete 2/41¢ 
Ayimer: 28. oaskh 23 
Del Monte........ 2/37¢ 
Aylmer obs dicots 2/41¢ 
Avimer i vi4.. Ae! 2/47¢ 
Ayimer iv. i 4.2. %. 33¢ 
Ayimer..).. 2 39¢ 
LIT ets 2 ods ok 2/47¢ 


Brand ‘‘B”’ and Retail 


Squivrel..4 .. abs. 49¢ 
St. Williams...... 59¢ 
St. Williams...... 59¢ 
Scotian Gold..... 2/37¢ 
Mitchells......... 23¢ 
EabGy 8004s. 2ah, . 31¢ 


Del Mente. ...... 37¢ 
Allenter.).3....51.. 37¢ 
Donald Duck..... 53¢ 
Donald Duck..... 49¢ 
Mitchell). ...8.. 2/37¢ 
Mitchell. 4... 38... 39¢ 
Clark’ are tc tens « 2/37¢ 
Clark’ 8.8.) . «gh. « 39¢ 
Carnation)....2)).. $1.29 
TAGIG. Cis. ss ski 41¢ 
Ae ack.s 5 eee 63¢ 
WAU ay id eee ees 69¢ 
enyder si... .. 47 ¢ 
Green Giant...... 2/43¢ 
Works rye ss... 2/49¢ 
Aylimer sven «ats . 2/43 ¢ 
Aylmere. 38. 25¢ 
Snyder's. iu... 2/39¢ 
NOCEt Dodie aeea 2/49¢ 
StOKGLY «cide xvid es 2/39¢ 
Stokely. dsc cs Bei 2/A7¢ 
Vokes?) 3.3. 8 29¢ 
Kent ss vd ths 31¢ 
Kent) 2 ot. 0 be. 35¢ 
Snyder’s.......... 2/39¢ 
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2. Weekly beef prices during selected periods, 1965 
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sitctieataaiaa es Surp104g 
sagen ce alanimeee £uen® 
NE TET eymz0 77 
alia ti eighteen engi in lnm ian ie pte maine mg ws esdp aD ae soy AU M 
SES SSR Se a er ee ae i a oa mn. Eee Crm, TG. di?H 
ae ce, aimee cc tS i ee ene ie lig cen ie a lie ge a akg nN oe Re 801}QBID 
aaa i aia ig ete ge ag ei ling el glial tae ncn i Dee acai daa Deg od cge e JOLMNeyT 
0g 19. \(pourpureeng) TeulaEe,T 
a Lz 9% Le 19 18 GL rg 88 0g TL nL ce ce 
poor pus 
e10g) 98 99 g¢ 9% 9% g 99 26 82 9g «#88 0g rot 2 Agen: A pe megs” Wow “usp 
a 9% G 9% £9 68 GL gg 86 og eg «99 Sh Be BE fop escola a pod "40 
Bop then ee ensseneerers sung 
i 4 9% GZ ¢9 66 82 19. MeSGGee Erg ehe hoe “p09 Ye ee | eel ain STIS 
pup “Mi PUH SOO AWA Feys Id sis se a are a) hee one PU YBY wor Sso qerjddng 
a ED es ee ee 


996T ‘0 AVI DNIONAWWOD ATAM 
VMV.LLO (NOISIAIG LVAM) ‘ALT daoOT1 'W 
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4, Cost price from Packers of pork cuts and processed products, June, July 
1965 vs 1966. 


COST PRICES FROM PACKERS 
June, July, 1965 June, July, 1966 


BUS cai G0! Jie ag ea a 53 Average 62 Average 
BOM Lalas sie ier sk x'es oe. 20 36 
POU Jape. a), Susie . fe 594 63 
R.T.S. Boneless Smoked 

PHP eek LM iss eee 61 hie 
R.T.S. Smoked Cottage Roll 4 63 67 
Reg. Smoked Picnics ........ 42, 52 
New VOL, onoulders’........ 404 46 
POSE IObies  valelssg ce oo yea 344 39 
R.T.S. Skinless Shin ices Hams 624 63 
WeerersalteCrO, Vaareniecs in, 40 45 
Bacomyl7T COAG lark wari eit 72 88 
POM ROCK Se [tae unt yet 1434 21 
ea eae Rolist tL ot) 51 58 
Boneless Backs (Frozen Tied) 70 75 


5. Operating Budget for an I.G.A. store 
M. LOEB LIMITED — I.G.A. STORE 
OPERATING BUDGET 
Based on Sales of $1,000 


BUDGET 
SALES Dollars Percentage 
Cer er ee ee ee ee rhe meee ee $ 700 70.00% 
MCSE BS oh tly Fa Gee Red eadt ctl ce Lley 200 20.00 
ENON CO bie tht’ oByerd: .\evcieva'n howkre os other oraeteen 100 10.00 
ree es Dees 2) ee SE te av IRE 1,000 100.00 
GROSS PROFIT 
Reece coe Or1Ose Visi rong fi toi ti 128 16425 
DIS Se, ly OER, SOT RE, IQUE IIS OY 42 21.00 
LSS ear) rae ge Ue achalasia ot ee sak Si allan Aleka 25 25.00 
eter. PAUL |. o <6 «ah Pktomes Capes raster sl cvtre Ons tae 195 19.50 
EXPENSES 
Controllable Expenses 
BY Hebets’ gies +). bcs kienAiiaadal OR ethab wa 60 6.00 
Employees’ Benefits: a jst cst ae iste gotiete ve 5 P50 
PUpplIeS \. cieed Secardcure co .aoy aoisnree ort 11 H.16 
PLE NST CBee olga Reagan ee ky ie a i aD, Sa 1 .10 
SEU ha 2 OL cals aaareca gain enttamenttn de ean hay 8 Miia L peels a 10 1.00 
PoeR A PETAL ULWE PIES ears g Ce a Sire Wedeg Lea tohity ee 20 2.00 
MUEVITELE Seley oon). POC PUR, oe 15 1.45 
Masedilanenusiaweol jceebiaemnay. fits afar. 1 .10 
Reoriicoziem. bas. dorm. . yoieer al. Jo 4 .40 
Total Controllable Expenses ................ 127 12.75 
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OPERATING BUDGET (Cont.) 


SALES Dollars Percentage 

Fixed Expenses 
DEDFCCISHION Wut ees os ee ee ie es 9 .85 
Gaorpagers fou... RAL. (OS eck 1 rut 
TASUYANGS? 5. ols eae Ses es pea Re eee 1 .10 
Faxes. (8S. ak onde bo 66 = coe SRR eee 2 . 24 
Protection Mervices «.).74.455. .d.sh ts eee --- .02 
TRG GY cig 41. ole Se OE eh ted ee eee Le 1250) 
Uptlitiess Sh. 4s6. 2 eh. chs be See 5 cou 

Total rived hxpenses:s Jf. ...8ea.ck ose ee oo ou 


Administrative Expense 


begal nd FACCOUNCING ©. 1. o4c kn tne eee y 20 
DALATLES © 5x. dh, we diets aos dhe aa bine io Ree — — 
Sepp liesee 2 wot. peewee ces eee ot ee ae 1 As) 
Pelephome F ani ww Soca eo ahs eae Pel eee eee ao . 04 
Interest “and -Bank ‘Charces: 23.20. i: cies 5 Pou 
Total Administrative HXpense: . 2.111. oe44. ok 8 .80 
TOTAL EXPENSES).{2. 14) 4006 «deck en eee oe 168 16.35 
NET PROFIT BEFORE. TAXEG ue? o4t Te. oe ee Cee Be ima 2.65% 


6. 1.G.A. Retailer-Wholesaler Franchise Agreement. 


In consideration of membership in the Independent Grocers’ Alliance and in 
consideration of the covenants mutually agreed upon and herein set forth, M. 
Loeb Limited and the Retailer hereto agree as follows: 


M. LOEB LIMITED (hereinafter referred to as the “Supply Depot’’) agrees 
with the Retailer as follows: 


1. To provide the Retailer with preliminary store engineering service and 
aid in procurement of store equipment, fixtures and supplies at the lowest 
current prices. 


2. To provide Retailer with a planned merchandising program on meats, 
produce and groceries, to assure volume and profits. 


3. Forward weekly “Merchandiser and Profit Builder” which provides edito- 
rial policy, market information, meat cutting tests, suggested selling prices, and 
other pertinent information. 


4. To invoice all grocery merchandise to Retailer at the cost to the Supply 
Depot f.o.b. its warehouse, plus service fee on graduated basis. 


5. To supply all fresh, frozen and prepared meats through the TableRite (or 
other) Meat Program and provide adequate assistance in quality control, cutting 
tests, procurement, supervision, etc. 


6. To supply all fresh fruits and vegetables at lowest possible prices with 


emphasis on quality control, inventory control and merchandising through 
supervision. 


7. To provide Retailer with a complete advertising and merchandising 
program designed to increase volume and profits. 
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8. To forward window posters weekly and other point-of-sale and seasonal 


in-the-store advertising (at the Supply Depot cost), in order to provide attrac- 
tive store atmosphere. 


9. To provide complete supervision by specialists in all departments of store 
to improve store operations and maintain proper gross and net profit percent- 
ages. 


10. To provide at Supply Depot cost whenever and wherever possible 
training programs for store personnel in all departments in order to improve 
store operations. 


11. To grant Retailer reasonable trading area and to consult with him, 
offering him first refusal on new stores, before granting franchise in or near 
present location. 


12. To encourage and assist Retailer in expanding stores and provide such 
financial assistance or guarantees in store development as the Supply Depot, in 
its sole discretion, considers warranted. 


13. To provide the Retailer with management counsel, with particular 
emphasis on legal, taxation, banking and finance, at the Supply Depot’s cost, 
where applicable. 


14. To provide Retailer with direct access to complete group insurance 
programs for widest possible coverage of all types, efficient settlement of claims 
at lowest possible rates. 

15. To provide Retailer with proper bookkeeping and auditing procedure 
through its own facilities or by authorized representatives, at the Supply Depot’s 
cost, where applicable. 

16. To assist Retailer in securing adequate and proper personnel whenever 
possible. This includes negotiations between employer and employee on labour 
relations and encouragement of harmonious relations within the store. 

17. To initiate and incorporate every conceivable labour saving device in 
order to increase efficiency and reduce costs at warehouse level with savings to 
be passed on to Retailer at every opportunity. 

18. To dedicate its purpose and devote every effort through travel, reading, 
discussions and other means to develop the sales, earnings and expansion of its 
affiliated retailers to the exclusion of any other phase of its activity. 

The foregoing arrangement is proposed on the understanding that both the 
Supply Depot and the Retailer will derive benefit therefrom to the extent that 
good faith and co-operation will continue to exist between them. 

Nothing herein contained shall be deemed to entitle the Retailer to greater 
services, counsel or assistance than that normally rendered by the Supply Depot 
to all other similar Retailers. 

This agreement may ‘be terminated by either party upon written notice by 
registered letter thirty days in advance of such date of termination. 


The Retailer agrees with M. Loeb Limited (hereinafter referred to as the 
“Supply Depot’’) as follows: 
1. To identify his store as an IGA Foodliner or as an IGA Foodmarket in 


accordance with Supply Depot recommendations, and not permit any foreign 
signs on the property or premises, except with specific authority from the 


Supply Depot. 

2. To arrange the interior of store and otherwise make reasonable changes 
from time to time in accordance with the Supply Depot recommendations for 
increased sales and profits. 
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3. To participate in all general advertising and merchandising programs as 
arranged by the Supply Depot and pay proportionate share, based on retail sales 
volume. 


4. To purchase all requirements either by warehouse shipment or on a 
billing arrangement of dry groceries, frozen foods, dairy products, health and 
beauty aids, tobacco and confectionery products, packaging supplies, store equip- 
ment and all other items sold or used in a modern Foodmarket, from the Supply 
Depot. 


Do. To purchase all requirements of fresh and frozen meat through the 
Supply Depot Meat Department and otherwise co-operate in every respect with 
program of TableRite (or other) Meats. 


6. Purchase all requirements of fresh fruits and vegetables from Produce 
Division of the Supply Depot and otherwise follow advertising and merchandis- 
ing program as presented. 


7. To provide Supply Depot with one order per week or as otherwise 
arranged and pay for all merchandise on a signed blank-cheque-in-advance 
basis. 


8. To purchase only those items and only from those companies, on a direct 
basis and/or drop shipment as authorized by the Supply Depot, from time to 
time. 


9. To purchase and promote private label merchandise as developed by the 
Supply Depot for greater volume and profits. 


To co-operate fully with Supply Depot in ordering procedures and receiving 
of merchandise in effort to increase efficiency and reduce costs. 


11. To adhere strictly to Supply Depot pricing policy on regular items, 
features, special promotions and maintain sufficient stocks at advertised prices to 
meet consumer demands. 


12. To permit Supply Depot supervisory personnel to arrange special pro-~ 
motions and planned merchandising for the purpose of attaining a balanced 
operation for greater sales and earnings. 


13. To grant Supply Depot supervisory personnel authority over store 
personnel in order to maintain required standards of cleanliness and perfor- 
mance. 


14. To encourage and support all personnel and other training programs 
arranged by Supply Depot and contribute proportionate share of cost. 


15. To provide Supply Depot with interim and annual financial statements 
for purpose of reviewing progress and profits, and as well with weekly depart- 
mental and total sales. 


16. To arrange an adequate comprehensive insurance program on property, 
equipment, inventory, business interruption, etc., to assure proper protection in 
event of emergency. 


17. To engage in private promotions, except in store, only with the prior 
consent of the Supply Depot. 


18. To execute and deliver to the Supply Depot at Supply Depot’s request, a 
chattel mortgage or bond on all furnishings and fixtures owned by the Retailer to 
secure any indebtedness to the Supply Depot from time to time. 


19. To execute a cross lease between himself and the Supply Depot, where 
applicable. 


20. To co-operate with all other retailers in matters of special promotions, 
public relations, hiring of personnel and in every way possible to maintain 
harmonious relationship within the group. 
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21. To join the Retail Accounting Services when and if available and when 
deemed essential by the Supply Depot. 


22. During the currency of the within agreement or at any time within 
twelve months of the termination thereof, the Retailer will not sell the business 
and/or property without first submitting to the Supply Depot for its inspection a 
bona fide offer in writing to purchase the said property and/or business made by 
a prospective purchaser to the Retailer, and such offer to purchase shall be 
verified to the satisfaction of the Supply Depot to be a bona fide and legitimate 
offer to purchase. In the event of such offer to purchase being submitted to the 
Supply Depot as aforesaid, the Supply Depot shall have the irrevocable right at 
any time within fifteen (15) days from the time such offer to purchase is 
submitted to the Supply Depot to purchase the said business and/or property at 
the same price and subject to the same terms and conditions as set out in the 
said offer to purchase. If the Supply Depot refuses to purchase the said business 
and/or property, or does not exercise its right to purchase the said business 
and/or property within fifteen (15) days as above set forth, then the Retailer 
shall be at liberty to sell the said business and/or property at the same price and 
subject to the same terms and conditions as set out in the said offer to purchase 
submitted by the Retailer to the Supply Depot. The Retailer shall not, however, 
sell the said business and/or property at a lower price than the price so 
submitted to the Supply Depot without first giving he Supply Depot an 
opportunity to meet the said lower price in the same manner as provided for 
above. In event of purchase by Supply Depot of Retailer’s business, Retailer 
agrees for a period of five years thereafter not to carry on a similar business 
within a radius of one mile in urban areas and ten miles in rural areas as the 
case may be. 

Should the Supply Depot purchase the business from the Retailer, the 
Retailer shall assign to the Supply Depot the lease for the premises, and 
should the retailer be the owner of the premises he will, upon the Supply Depot 
exercising the right to purchase the business as above provided, grant unto the 
Supply Depot a lease for the premises for a period of fifteen (15) years at a 
rental mutually agreed upon, or, failing that, by arbitration. 

In the event the Retailer should desire to surrender any lease for the 
premises which he may be holding and in which the business of the Retailer is 
being carried on, he shall, before surrendering same or before failing to exercise 
any right to renewal, notify the Supply Depot of his intention to surrender the 
said lease, and at the request of the Supply Depot he shall then assign unto the 
Supply Depot the unexpired term or portion of the said lease and any renewals 
therein. 

This agreement may be terminated by either party upon written notice 
delivered thirty (30) days in advance of such termination. 


WITNESS the signature of the Supply Depot, M. LOEB LIMITED, and the 
Piebailerr Ais veers oie Vita. io GUM UK iy iaics iss pale 6 he alae tere a Oty So Ose s 


Sie SC eae tate SES. a. €ie el 6 66.0 0 8 6 ee we 6 te wee me | SO 8 62S OS 8 Be Oe SR She 8 ee ee eee Oe ae 


RETAILER (Seal) M. LOEB LIMITED (Seal) 


= he ©: #50. a G80 tr «0. 2:6 © 60 (@, % O28 62 OD * 0, 48 we 


RETAILER (Seal) 


ate ak aKa eS Ste 6 ee SAO we Oe We eee OR SO Ee Re Oy CCL RS SORE ee eae ee 


TOWN, PROVINCE TITLE 
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STEINBERG LIMITED 
Proceedings No. 9, Pages 510-558 


Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 18, 1966: 


1. Price of Dressed Cattle—Montrea] 


MONTREAL 


PRICE OF DRESSED CATTLE 
Cents per lb. 


Week Ending Cents per lb. 

1965 1966 

Piby? De4t PROS ity, 04 10th 45k¢ 433 
a FMD AAR? ce, BT 17th 454 444 
PEE CL OELT Dike VTEC ONO 24th 454 454 
EDA FR ORGS Gh 31st 448 464 
ACI EU SIE® ( treinen” tnecad 7th 454 453 
ites: a. AR Al ote 14th 444 44} 

ee ee ae 21st 434 44 

eer, Sn nt Se Oe 28th 43 45 
DEPLCMIDElS yi. ss es 6th 434 483 
eee rn ee 11th 43 464 

rp apdaas apenas: 18th 43 47 

SSR NLS. PG TTS 27th 43 48 

Oetober)..reqwailive . 2nd 43 48 


Warehouse price—Carload lots 
No hinds bought during this period 


2. Price of Loins of Pork—Montreal 


MONTREAL 


PRICE OF LOINS OF PORK 
Cents per lb. 


Week Ending 1965 1966 

Lt hitmen See OO 9th 63 ¢ 61 ¢ 
ey Pinte EE | 16th 62 58 
lyorgaer. © secre, 2 Be PAT ES | 61 58 
po RANEY Ay: Seeinarracrryion 30th 61 62 
Auisucin. si eee 6th 62 63 
ee ee See 13th 61 60 
Bietad ii, oc th bikie 20th 62 60 
Oe Nome black, HER adaes 27th 62 60 
MEDtLEHINET. . carne s 4th 61 60 
SD ee ee 11th 61 62 
eee ere 18th 61 67 
Pape ak, Vee 25th 62 66 
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3. Retail Prices, Montreal Stores, October, 1966. 


RETAIL PRICES, MONTREAL STORES 


STEINBERG’S LTD. 
Retail Prices Oct. 1966 


COMMODITY 

Rid ee eae a, cee te we. Foss 5. bh Bang soe 's .26¢ 
SilverDrodmebittier Wigdbeeh ee os. ee vac cece shes *.68 Steinberg Brand 
lib alruyg (ES Co RICHY & 2c) i | 6 ee a a ee ee ee nr CO ~ = 
nye mse tter Lin eer el lee Oe oe eae -00 43 :: 
PSEA VV LPL, AOE PANG ee Sis scree ite reine Sawa nareeks 2/39 e 
Be EO ee ea Ne Si ek gas Ree vd ee Olay We a5 i 
SUA Hos, Veer. ce. ero, Te eae eh eee oe. ae .41 FS 
SIESU AIT ET OLS ere ne ee ee, eos ee ee tT 29 i as 
ee orm Ori Minkes' 12°07, % 0. 0. Pet ee ce te a3) - 5 
Prozenm OrangentuicesG.oZNva. MOK ks 04 as "4/95 i oS 
CHareltes,, cartons 1,204 SIV RPA ely OL Sik 3.99 

Heinz spaby) Poodsstrg 44 (oz tsesini ane. chee. 3/ .43 

Saver ts lGachiaZioz7s We, Ue ees Ca TR ee at 

Tabi LOOOTe LOU LOPLOS Et. DPT a. PLL 1 315 

Ligke FS OR chy = eles an ae a eg 0 1.04 
Bettyeccrocker. Wiretakes VIX | .ee ALR GE ue». serienans .49 

Kleenex Facial Tissueqs00’s .af3.2008.06..-.045+ A ape a! 

Greste@ogth PastesGtetiiains, BRIA Te abe on .69 
Christte’siiSodasyilbyeaihtowd 1 nie eee... ot axe aiken eh 

Special Blend (féarwars-60' si. Yared ie. ai — 

Ae Ped Stant Willie ver TOS. «od Pent ies wae eels .99 Steinberg Brand 
Pe A a ACOs Vr an cae like. axee muse tte, teenie > hy eedta’s) + oe . 89 - a 
SATS ECS TT ge CN icen aa ly era caine ny .79 i ss 
a aR ils wae ane * 

TETAS GN TS Rl NE OE TAS: SEPM renee ae pra ror are TE .69 ‘ - 
POE COO aad ian eccdana pines ash eehtiegnies i Ys) 

Pe IG DRDO TOME IO Si mieb ti cececas Dcneks meciir 2d Fock 2 .85 

Potatoes bs. EN: Big mic n dca ele sede + pee .45 

POPATOCS BLU LDS.) QUE wwoneicn- eye intel ase Risen? oon sys tinge 4 .39 


Footnotes 


1. There are different grades in butter. We do not carry either Silverbrook 
or Sunnyfield brand and do not know their quality or grade. Prices quoted for 
Steinberg butter may not be comparable. 

2. This price was an A & P weekly feature; regular price is 4/95¢. Here 
again, frozen Orange Juice concentrate comes in different qualities which may 
not be comparable between chains. 

3. Steinberg’s does not carry a private label on the smaller 60 tea bag 
package. However, our Steinberg brand in the 100 tea bag package sells for .79c. 

4. There are various types and grades of chicken; fresh frozen, cut-up, small, 
large, etc., each selling at a different price per pound. Therefore, it is difficult to 
give comparable retail prices. 
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4. Steinberg Private Label Suppliers 


ITEM SUPPLIER 
COFFEE: 
Ground Steinbergs Limited 
Instant General Foods 
DETERGENTS: Witco Chemical Company 
SOAP: J. B. Williams & Co. 
BACON: Legrade Ine. 


PREPARED MEATS: Steinbergs Limited 


No private label on Cigarettes, Cereals or Baby foods. 


WESTERN GROCERS LTD. 
Proceedings No. 11, Pages 716-739 
Supplementary information supplied by the Company arising out of their 
hearing before the Committee on October 29, 1966: 
@. Senator Carter, page 716: Can you supply the Committee with gross 
advertising costs comparable to the net figures shown in Exhibit ‘A’ (page 740). 
A. The gross advertising costs in relation to sales are shown below: 


Gross 
Advertising Percentage 
Sales Costs of Sales 
LOGS 2 eee wakes 80,035,536 586 327 Sie 2) 
1964206.) 81 Cae 80,502,624 492,602 .61 
1963 cc A Al ee 77,091,136 369,268 .48 
L9G 2, oats hee ee ee 74,044,521 336,761 .45 
DOO heh Gi cls Baccie Gussie 69,031,930 294,284 .43 
LO AR OM es ak wars 69,565,885 284,049 41 


Q. Mr. Joyal, page 718: Could you give us the sales of the subsidiaries of 
Westfair Foods Ltd? 


A. The following table has been provided in reply to this question: 


WESTFAIR FOODS LTD. AND SUBSIDIARIES 
CONSOLIDATED SALES 


1965 

Western Grocers Lid’). 77? $ 80,035,536 
Dominion sFruit itd" "2 ane 27,504,238 
G. MeLéair Cor iidm.. i, 2. 8,780,400 
Northern’ Potato. stds , *® #aiy 752,404 
Wie EL Mal kin Tati oo eo 51,014,469 

Shop-Easy Division ........ 17,633,179 

Mini Mart Division’ 4). . =. 477,429 
(hess. Bros Tiimited oo. . 2,307,325 
Shop-Easy Stores Ltd. ...... 16,175,301 
Mint Marts td. + oo. dae 1,379,568 
Display Fixtures Que ae a ee, Be 1,269,986 
Pacific Coast Packers Ltd. 1,874,057 
Tom-Boy Division ........... 1,881,797 


211,085,689 


Less 
BiteraCa. Sales Ji fisesa 20,053,858 
Total Consolidated Sales ..... $ 191,031,831 


1964 


$ 80,502,624 


28,153,744 
9,110,268 
840,155 
49,118,574 
17,511,053 


2,125,844 
16,177,446 
39,843 
805,930 


2,125,844 


206,511,325 


18,695 564 


$ 187,815,761 
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Q. Mr. Urie, page 738: Provide a copy of your contract with your franchise 
stores. 

A. The Company has supplied a copy of their franchise agreement as shown 
below: 


THIS AGREEMENT MADE THIS day of 19 
Between WESTERN GROCERS LTD., of 

hereinafter called the ‘“‘Wholesaler’’, 

and of 


hereinafter called the ‘“‘Retailer’’. 


WHEREAS the Wholesaler has been engaged long and successfully in Western 
Canada in the wholesale food business, and the Retailer is the owner of a retail 
food business. 


AND WHEREAS the Wholesaler is affiliated with several wholesale supply 
houses and hundreds of retail stores throughout Canada; and it is recognized 
generally that the merchandising power of a large group of retail merchants, 
wholesale supply houses and manufacturers dealing with each other on a basis of 
mutual co-operation will produce results of material benefit to all concerned. 


AND WHEREAS the Wholesaler proposes to offer to a selected list of retailers, 
who own and operate their own stores, the advantages of operating under the 
name 

(hereinafter known as “the Retail Group”), and the advantages of co-operative 
store purchasing privileges, and the advantage of advice and instruction in re- 
tail store business methods, without membership fees or capital stock purchases. 


NOW, THEREFORE, in consideration of the mutual premises hereinafter con- 
tained, the parties do covenant and agree with each other as follows: 

1. The Wholesaler hereby grants unto the Retailer for the term of this 
Agreement the right to use the name 

2. The Wholesaler agrees to carry a representative stock of dry grocer- 
ies, also fruits and vegetables, and to give the retailer, from time to time, 
information as to market conditions and such other device and information as 
may be of assistance in the Retailer’s business. 

3. The Wholesaler agrees to sell to the Retailer its controlled brands and 
such other brands as may be arranged for from time to time, for the use and 
benefit of “the Retail Group”, and the Retailer agrees to stock and promote the 
sale of same. 

4. The Retailer agrees to co-operate fully with any advertising program or 
programs instituted on his behalf by the Wholesaler for promotion of sales of 
“the Retail Group”, and to pay his due proportion of the costs of such advertising 
or promotions. 

5. The Wholesaler agrees to suggest plans and layout of shelving and 
fixtures according to “the Retail Group” store standards, and to assist the 
Retailer with suggestions as to the display of goods, the marking of same for 
sale, and furnish other merchandising ideas to enable the Retailer to operate in 
conformity with other stores in the group. The Retailer agrees to keep his store 
in a condition satisfactory to the Wholesaler at all times in order to maintain the 
prestige of “the Retail Group”’. 

6. The Wholesaler agrees, at its own expense, to furnish a representative to 
call upon the Retailer from time to time, and advise him regarding merchandis- 
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ing methods, and to act in the capacity of Supervisor. The Retailer agrees that 
his books and records shall at all times be available for examination by the 
Supervisor, or other authorized representative of the Wholesaler. 


7. The Retailer agrees to maintain his store according to the list of specifica- 
tions and standards of “the Retail Group” attached to this Agreement, if applica- 
ble. 

8. The Wholesaler agrees to furnish a suitable sign to be installed on the 
outside of the store and to rent same to the Retailer. The Retailer agrees to the 
installation of the sign on his store and to pay rent therefore, according to the 
terms of a supplementary sign rental Agreement. 

9. The Retailer agrees to and does hereby appoint the Wholesaler as his 
exclusive purchasing agent during the term of this Agreement. The Retailer 
agrees to buy from the Wholesaler his requirements of fruits and vegetables and 
his requirements of all merchandise known as dry groceries, and all other 
merchandise handled by the Wholesaler. The Retailer further agrees to instruct 
all specialty men to place orders with and/or ship through the Wholesaler all 
such merchandise customarily distributed in that manner. 


10. All goods sold by the Wholesaler to the Retailer shall be F.O.B. the 
Wholesaler’s warehouse and the Retailer agrees to pay for same in accordance 
with the terms of a separate Buying Agreement known as the “Retail Service 
Plan’. 


11. This Agreement shall be effective until cancellation. The Retailer agrees 
that this Agreement may be cancelled at any time by the Wholesaler upon a 
breach of any of its provisions by the Retailer. Notwithstanding the provisions 
of the foregoing this Agreement is subject to cancellation by either party on 30 
days written notice and in such event, the Retailer agrees to discontinue the use 
of all signs, designations and publicity connecting the Retailer with “the Retail 
Group’, and to return all signs to the Wholesaler forthwith at the Retailer’s 
expense. 

12. If, at any time, during the term of this Agreement the Retailer receives a 
bona fide offer or offers to purchase or otherwise acquire the said business which 
the Retailer decides to accept, the Retailer agrees to communicate in writing 
every such offer and the terms thereof to the Wholesaler which shall have the 
right, for a period of fifteen (15) days from the date of receipt of such offer or 
offers to purchase the business at the price and on the terms contained in such 
offer. 

13. In the event that the Wholesaler shall fail to accept the said offer within 
the said period of fifteen (15) days or in the event that the Wholesaler shall 
notify the Retailer that it does not intend to accept such offer the Retailer may 
sell the business to the person, firm or corporation named in the offer com- 
municated under section twelve (12) herein but not on terms more favorable or 
at a lower price than those set out in the said offer. 


IN WITNESS WHEREAS the parties have hereunto set their hands on the day 
and date first above written. 
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(Witness) (The Retailer) 


WESTERN GROCERS LTD. 
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A. Comparable data for 1965 and 1966 for several specified food items are 


given as follows: 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 


Carter, 
Cook, 
Croll, 
Hastings, 


Allmand, 
Andras, 
Basford, 
Cashin, 
Choquette, 
Clancy, 
Code, 
Crossman, 


HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 


For the Senate 
Hon. David A. Croll, Chairman 


the Honourable Senators 


Hollett, O’Leary (Antigonish- 
Inman, Guysborough), 
McDonald (Moosomin), Thorvaldson, 
McGrand, Urquhart, 


Vaillancourt—(12). 


For the House of Commons 
Mr. Ron Basford, Chairman 


Members of the House of Commons 


Horner (Acadia), McLelland, 
Irvine, O’Keefe, 
Lamontagne, Olson, 

Leblane (Laurier), Otto, 
Lefebvre, Ryan, 
MacInnis, Saltsman, 
Mandziuk, Smith, 
McCutcheon, Whelan—(24). 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966: , 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That: the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of con- 

~sumer credit, be instructed to also enquire into and report upon the trends 
in the cost of living in Canada and factors which may have contributed to 
changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;’’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 

Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966: 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House 
on Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 
LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966: 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
lems of consumer credit, be instructed also to enquire into and report 
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upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, No- 
vember 22, 1966: 


The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Beaubien (Provencher): 


That the Third Annual Review of the Economic Council of Canada 
relating to Prices, Productivity and Employment, dated November 1966, 
which was tabled in the Senate today, be referred to the Special Joint 
Committee of the Senate and House of Commons on Consumer Credit and 


Cost of Living. 
The question being put on the motion, it was— 
Resolved in the affirmative. 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


FRIDAY, December 16, 1966 


Pursuant to adjournment and notice the Special Joint Committee on Con- 
sumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Cook, Inman, McDonald (Moosomin), McGrand and O’Leary (Anti- 
gonish-Guysborough) —7. 


For the House of Commons: Messrs. Basford (Joint Chairman), Choquette, 
Lamontagne, MacInnis, McCutcheon, Saltsman and Whelan.—7. 


In attendance: Dr. R. Warren James, Special Assistant. 


A draft Interim Report, submitted by the Joint Chairmen, was read, amend- 
ed and adopted. 


At 1.20 p.m. the Committee adjourned to the call of the Joint Chairmen. 
Attest. 


John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 
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INTERIM REPORT 


(Tabled in both Houses of Parliament 
Tuesday, December 20, 1966) 


1. PREAMBLE 


During the first two weeks of September, 1966, the Senate and the House of 
Commons agreed to expand the terms of reference of the Joint Committee which 
had been appointed earlier to enquire into the problems of consumer credit. The 
added responsibility given to your Committee was “to enquire into and report 
upon the trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months.” Because 
of the public concern over increases in food prices, your Committee decided to 
concentrate its attention initially on the reasons for the upward movement in 
food prices. It also undertook to present an interim report to Parliament sometime 
during December. Your Committee met on forty-two occasions in the period 
from September 28 to December 13, 1966 and heard testimony from a represen- 
tative cross-section of individuals and organizations. The list of hearings and 
witnesses during this period is shown in an appendix. Because of the pressure of 
time, many of the witnesses appeared on very short notice and your Committee 
wishes to record its appreciation to them for their invaluable assistance in its 
efforts to throw light on the factors influencing consumer prices. 


Recently, Parliament has also referred to the Joint Committee on Consumer 
Credit (Prices) the Third Annual Review of the Economic Council of Canada 
entitled “Prices, Productivity and Employment.” This important and complex 
report obviously requires detailed study and because of the shortness of time, it 
has not been possible to do more than refer briefly to some of the conclusions of 
the Economic Council of Canada which impinge directly on the work of your 
Committee. 

This interim report is necessarily brief. It is not and could not be expected to 
be an exhaustive analysis of the evidence. The limitations of time meant that the 
report could deal with a limited number of issues. Many other problems referred 
to during the Committee hearings require additional evidence, study and re- 
search before useful conclusions can be drawn. 


2. GENERAL OBSERVATIONS 

The economic experts both from the public service and the academic com- 
munity who gave evidence to your Committee made it obvious that the factors 
influencing the cost of living in Canada were many and varied. Some changes 
could be explained by the increased price of imports. Canada’s trading relations 
with other countries are intimate and important and it is therefore natural that 
the general increase in price levels in the recent past in most western countries 
has had a contagious effect on Canadian prices. In addition, domestic changes in 
the price of goods and services interact and reinforce each other. A great deal of 
the evidence presented to your Committee emphasized the fact that consumer 
prices moved in response to changed market conditions in other sectors of the 
economy or in markets outside Canada. These changing market conditions, in 
turn, affected the share of the national income going to labour, to farmers, to 
business and to others, but there was nothing to indicate that the recent changes 
in the cost of living in Canada arose out of unusual or unwarranted increases in 
the sizes of their respective shares. Your Committee’s review of the evidence has 
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not yet revealed any group or sector of the economy which could be singled out 
and blamed for the recent increase in consumer prices. Its general conclusions 
were that there have been many factors contributing to the changes in the cost of 
living, particularly the price of food. 

While there are many groups in the economy which are able to protect 
themselves against the rising costs of living, your Committee must recognize 
there are many such as, the handicapped, the aged and the unemployed upon 
whom the burden of price increases falls most heavily. 

Since your Committee commenced its hearings on September 28, food prices 
as reflected in the food component of the Consumer Price Index have declined 
slightly and it is believed that the information which reached the housewife 
through the Committee hearings has had a stabilizing influence. The hearings 
have had a significant educational value for the members of your Committee, for 
the housewives and for the business community. Public attention has been 
focussed on the importance of the price and quality of consumer goods and it is 
the earnest hope of your Committee that Canadian housewives will shop both 
selectively and carefully. 

For the first time, full public disclosure of the business practices and affairs 
of companies appearing before your Committee was requested. This applied to 
Canadian companies as well as to subsidiaries of non-Canadian corporations. In 
some instances, new light was thrown on extensive inter-corporate relationships 
which had not been made public before. In one case, one newspaper reported 
“For the first time, amazing extent of holdings revealed” and a press service 
referred to the “Stunning scope of food empire”. All the proceedings were open 
and no information was given to your Committee in confidence. There was 
extensive coverage of the work of your Committee in the newspapers and on the 
radio and television. 


3. THE NEED FOR IMPROVED STATISTICAL INFORMATION 

Your Committee experienced some difficulty in obtaining satisfactory statis- 
tics on the prices of a number of important commodities at the farm, wholesale 
and retail levels. This was particularly true of meats. In part, this arose from the 
division of responsibility between the Department of Agriculture and the Do- 
minion Bureau of Statistics. It is the view of your Committee that there will be 
continuing interest in the trend of prices. For purposes of economic analysis and 
studies of distribution, improved statistics concerning prices at all distributive 
levels are essential. For this reason, it recommends both a greater degree of 
interdepartmental co-ordination in the compilation of price statistics and the 
diversion of professional staff to expand and improve the statistical information 
on prices throughout the public service, and particularly in the Dominion Bureau 
of Statistics. While the quality of the work performed by the Dominion Bureau 
of Statistics is very good, your Committee firmly believes that its work in some 
fields was being impeded by shortages of professionally qualified staff. 

The principal way of informing the public of the changing level of prices is 
the monthly Consumer Price Index issued by the Dominion Bureau of Statistics. 
This is a sophisticated and valuable economic measuring device but it is never- 
theless difficult for an ordinary consumer to interpret it as it applies to her 
normal purchases for her family. While the existing published consumer price 
indexes provide a very useful measure of price movements affecting consumers 
nationally and in major urban centres, additional statistical indicators are re- 
quired. In particular, there is a pressing need for the Dominion Bureau of 
Statistics to broaden the scope of its retail pricing program to encompass a wider 
range of qualities of goods and services and to allow more useful item price 
averages to be derived, by cities, on a continuing basis. It is recognized that an 
expansion of available retail price statistics along these lines will require addi- 
tional resources, both in the field collection of price data and in its evaluation, 
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processing and analysis. A good deal of information on various aspects of 
consumer prices is published by the Dominion Bureau of Statistics but it is not 
usually easily available to the consumer. The consumer appears to be less well 
served in this respect than some other groups in the community. For example, 
her ability to detect seasonal and other trends in food prices is impaired by a 
lack of information. Your Committee recognizes that there are technical prob- 
lems in compiling accurate price statistics but nevertheless believes that it is an 
appropriate governmental function to disseminate price information as widely as 
possible to the consuming public. 

Although your Committee’s primary concern was with prices, it necessarily 
became involved on several occasions with other kinds of economic statistics. 
Specific evidence was given, notably by the Chairman of the Economic Council of 
Canada, that there were serious deficiencies in the government system of collect- 
ing, analyzing and issuing statistics relating to economic conditions. Moreover, 
your Committee was impressed by the urgent need for comprehensive, accurate 
and timely statistics in the formulation of government economic and fiscal policy. 
Because of the importance of having good and current information about short- 
run economic changes, your Committee proposes that a detailed review of the 
government statistical system be undertaken with a view to modernizing, im- 
proving and co-ordinating the whole process of collecting and compiling eco- 
nomic data. 


Recommendations: 

(a) That additional staff resources be provided to the Dominion Bureau 
of Statistics to improve the collection of urgently needed statistical 
information on price movements. 

(b) That more information concerning consumer prices be made avail- 
able to the public in as simplified a form as possible. 

(c) That a thorough review be made of the governmental system of 
collecting, analyzing and issuing other types of economic statistics in 
addition to price statistics. 


4, PARLIAMENTARY RESPONSIBILITY FOR CONSUMER AFFAIRS 

The experience in Canada and in many other western countries demon- 
strates the need for Parliament to be informed on both general and specific 
economic developments. Economics cannot properly be the exclusive province of 
experts, even though it has aspects which are technically complex. The study of 
particular legislation or special problems by ad hoc parliamentary committees 
does not meet the continuing need of Parliament to become familiar with the 
issues of current economic policy. For this reason, your Committee has concluded 
that it would be desirable to establish a Joint Committee of the Senate and 
House of Commons whose primary aim would be to keep under continuous 
review the whole field of consumer affairs. In addition to this, the proposed 
Committee should have the responsibility for surveying economic developments 
in the Canadian economy which affect employment, income and consumption 
levels. A Committee of Parliament would be immediately responsive to parlia- 
mentary or public concern over problems affecting the consumer. 

It is recommended further that such a Joint Committee be established for 
the life of a parliament in order to provide continuity to its work and that it 
should act on problems referred to it by Parliament. 

It is essential to provide the Joint Committee with the services of a profes- 
sional staff. It is of interest to note that the Third Annual Review of the 
Economic Council makes a somewhat similar suggestion and outlines some 
specific tasks which a Joint Committee might undertake. 
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Recommendation: 


That a Joint Committee be established to review consumer affairs and the 
state of the Canadian economy. 


5. THE INFLUENCE OF CONSUMER DEMAND ON Foop PRICES 


It was brought out in testimony before your Committee that there is an 
increasing tendency for consumers to buy convenience foods. Such foods require 
a minimum of preparation before cooking and in some cases merely need to be 
thawed. In part, this is a consequence of the increasing number of married 
women in the labour force and the unwillingness or inability of many consumers 
to devote much of their time to food preparation. Your Committee has no views 
on the cultural aspects of this development but does recognize the fact that the 
price of convenience foods must inevitably include some allowance for the costs 
of preparation. If consumers prefer partially or completely prepared foods, they 
should be perfectly free to exercise their choice. However, if their time spent in 
the kitchen is reduced, it is to be expected that the cost of eating will be 
increased. 

In the past few months, there has been widespread publicity and controver- 
sy concerning rising food costs. Public interest has been stimulated by the 
formation of consumer protest organizations, by the hearings before the Joint 
Committee on Consumer Credit (Prices) and by discussions in the press and on 
the radio and television. Your Committee has gained the impression, based 
partly on the volume of its mail from the public, that consumers are looking at 
prices more carefully. There are quite acceptable substitutes for many types of 
food and consumers can affect the prices of particular items simply by not 
buying them if they think the price is excessive. It is also true that some 
consumers could reduce their food budgets by shopping carefully provided the 
retail food markets available to them are truly competitive. The conclusion of 
your Committee is that if consumers are well informed and discriminating in 
their shopping practices they can reduce their food bill appreciably in many 
cases. Consumer education is a matter of such importance for the welfare of 
individuals and families that increasing attention should be devoted to it in the 
Canadian educational system beginning in the secondary schools. A vast amount 
of information useful to consumers is available through newspapers, magazines 
and the publications of government departments. Your Committee’s opinion is 
that increased efforts should be undertaken by the government departments 
involved to distribute as widely as possible attractive and informative material 
which will help the Canadian housewife to be a well informed and careful 
shopper. 


Recommendation: 


That increasing attention be devoted to consumer education both through 
the educational system and by the wider distribution of information useful to 
consumers through government channels. 


6. CONSUMER STANDARDS AND CONSUMER PROTECTION 


The problems of the consumer in the market place are accentuated by the 
changing nature of retailing itself. The rise of the supermarket has meant that 
for a wide range of commonly purchased items retailing has become impersonal. 
At one time the retailer was a source of information about the products he sold 
but the modern supermarket offering many thousands of products usually relies 
on the consumer to select her own purchases on the basis of her own knowledge. 

Product information must be provided. Consumers must be informed about 
physical properties or products they are buying such as weight, volume, quality 
and number of units and this information should be immediately available at the 
time of purchase and should be expressed clearly and unequivocally. 
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Your Committee could cite many examples taken from letters received from 
dissatisfied consumers about merchandising and packaging techniques which 
annoy the consumer and make it difficult if not well nigh impossible for the 
consumer to compare price and quality of different products effectively and 
quickly. 

Facts should be presented in a prominent place on the package or container 
in a form which is legible and free from graphic distortion. Where applicable, the 
ingredients should be revealed both by name and percentage of composition, and 
the consumer should also know about the quality of the product. 


In particular: 

(1) the product should be described by its generic name where this is 
meaningful; 

(2) where products are of a certain type, variety and quality, they should 
be graded; 

(3) packages should be designed in terms of size, shape or dimension in a 
way that will not deceive or mislead retail purchasers; 

(4) the net quantity of the contents in terms of weight or measure should 
be expressed as simply as possible and in terms which can be easily 
interpreted; 

(5) the essential information about a packaged product and its physical 
contents should be stated in a prominent place on the label. 


It is essential for the government to take all measures within its power to 
foster the welfare of the consumer. In particular, the government has a 
responsibility for protecting the consumer against all forms of exploitation. 

One aspect of this responsibility was referred by the Government in July, 
1966 to the Economic Council of Canada for investigation. The terms of reference 
of the study to be carried out are: 

“Tn the light of the Government’s long term economic objectives to study 

and advise regarding: 

(a) the interests of the consumer particularly as they relate to the 
functions of the Department of the Registrar General; 

(b) combines, mergers, monopolies and restraint of trade; 

(c) patents, trade marks, copyrights and registered industrial designs.” 


In the normal course of events the findings of the Economic Council of 
Canada will not be available until late 1967. Your Committee, however, feels 
that the function of consumer protection is of such urgency as to require the 
establishment of a Department of Consumer Affairs. Because of the special 
responsibility of the Department of Health and Welfare, the Department of 
Agriculture, the Department of Fisheries and the Department of the Registrar 
General, your Committee is not prepared to recommend the nature of the 
administrative structure for such a department until the Economic Council of 
Canada reports. However, because of the need for consumer protection, for 
coordination of existing legislation and for the immediate establishment of 
machinery to receive and investigate consumer complaints, the Economic Council 
of Canada should be asked to report on item (a) of their reference as soon as 
possible. 

Additional legislative authorization may be necessary ultimately for the 
protection of the consumer but this should not stand in the way of immediate 
action which could be carried out under existing regulations. Your Committee 
reached certain specific conclusions, which are: 

(a) with particular respect to food, that the establishment of standards 
and grades should be extended to cover all commonly purchased 
foods for which standards or grades would be useful to the consumer. 
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(b) that a standardized nomenclature for designating grades for different 
classes of food should be developed as quickly as possible and that an 
intensive campaign should be undertaken to acquaint consumers with 
the meaning of the grades; 


(c) that manufacturers of consumer products should be required to modi- 
fy their packaging techniques so that, where applicable, the weights 
or contents are expressed in terms which minimize the difficulties of 
calculating and comparing prices. 


Recommendations: 


(a) That a Department of Consumer Affairs headed by a Minister be 
established. 


(b) That immediate steps be taken to promote standardization and sim- 
plification of grades, nomenclature and packaging for commonly pur- 
chased consumer items. 


7. THE PROMOTION OF RETAIL SALES 


Your Committee noted, with interest, the variety of promotional schemes 
which had been introduced by the major retail chains to encourage customer 
loyalty. One senior executive of a corporate chain expressed the view: 

“A lot of people are anxious to play games and have these contests. 
It is all part of their present-day life to engage in these adventurous 
things. It is a challenge... Have you ever considered how dull it would be 
for a housewife to go into a store and see nothing but price tickets and a 
display of produce.” 


The competitive significance of promotional devices was emphasized by another 
chain store executive when he said, “If stamps are in fashion, then you had 
better be in style yourself.” 


The impact of stamps, premiums, games and contests on the retail price 
level is difficult to assess and clear differences of Opinion, were expressed 
by responsible officials of the chain and other stores. Your Committee did not 
have sufficient evidence at this time to reach any final conclusions about the effect 
of promotional devices on prices but it did conclude that the different forms of 
promotion should be used with restraint. Its opinion was that competition not 
based on price should not be allowed to diminish unduly the healthy effects of 
vigorous price competition at the retail level. It is your Committee’s intention to 
conduct further investigations for the purpose of making final recommenda- 
tions on promotional devices such as trading stamps, games and contests. 

Your Committee, however, saw at least one example of a technique of price 
competition which it considered to be objectionable. This was the system, 
evidently sponsored by manufacturers or processors, of labelling packages to 
imply that the product was being sold below the regular retail price. The use of 
the so-called “cents-off” labels seems to be of fairly recent origin and now to be 
quite common for such classes of commodities as detergents and processed foods. 
Your Committee feels that this device tends to create uncertainty about what the 
regular retail price is, particularly in a period of change. Cents-off labels 
therefore, confuse the consumer and lead to abuses. Anything which smacks of 
deception in advertising and merchandising is unacceptable. Competition or 
promotion on the basis of price or quality is a desirable goal but competitive 
methods which create doubt or confusion should be prohibited. 

Your Committee learned much about the methods used by chain stores to 
attract customers. On the other hand, it observed some actions by food retailers 
which were poor from the viewpoint of their public relations. Your Committee’s 
attention was repeatedly drawn to the practice of remarking goods on the 
shelves with a new and higher price without removing the old price. Whatever 
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the reason for the practice, your Committee’s view was that some adjustment in 
the method of inventory management and more care in marking prices on 
containers would eliminate this irritant to consumers. 


Recommendations: 


(a) That non-price competition by retail food outlets should not be 
allowed to become sufficiently important to outweigh price competi- 
tion. 

(b) That cents-off labels, in view of their tendency to cause confusion and 
to distort price relationships, should be prohibited. 

(c) That the Minister to be responsible for consumer affairs undertake a 
review of the effectiveness of the investigation and prosecution 
procedures under existing statutes relating to misleading advertising. 

(d) That more care should be used in re-marking the prices of goods in 
the inventories of retail food stores. 


8. PUBLIC DISCLOSURE 


In times of both depression and prosperity, Canada has in the past resorted 
to a series of Royal Commissions or parliamentary inquiries on prices and price 
spreads, each of which has had to compile its own information on costs, profits 
and return on investments. Your Committee was no different, and used its 
parliamentary privilege to ask for and receive from corporate witnesses infor- 
mation never before made public. However, your Committee feels strongly that 
if those responsible for or concerned about the management of public affairs are 
to be properly informed, such information should be available publicly on a 
continuous basis for the scrutiny of parliamentarians, public officials, consumer 
groups, investment analysts and the academic community. Such public disclosure 
would also be a spur to greater efficiency and productivity by preventing 
inefficient entrepreneurs from hiding their inefficiency from shareholders or 
public scrutiny. Further, your Committee sees no reason why large public 
companies should be compelled to compete in the market place against other 
large private competitors whose operations are almost wholly secret and many of 
which are privately held wholly-owned subsidiaries of non-Canadian parents. 


Recommendations: 


(a) That the distinction between disclosure requirements for private 
companies of significance to the public and public companies be 
eliminated. 

(b) That the disclosure requirements for both public and such private 
companies be enlarged to assure full and complete disclosure of 
corporate activities to give to the public sufficient information for 
meaningful continuous analysis and comparison. 


9. PROFITS OF CORPORATE FOOD CHAINS 


The Joint Committee on Consumer Credit (Prices) asked for and received 
detailed statistical information concerning the experience of the companies 
which appeared before it. One of its principal purposes was to determine if 
there had been any significant recent changes in the levels of costs, prices or 
profits which would help to account for the upward movement of the cost of 
living. In particular, your Committee concerned itself with the profit levels of 
the corporate food chains. This whole question was looked into by your Com- 
mittee. 


One way of measuring profitability is to examine net profit after taxes as a 
percentage of gross sales. Your Committee is aware that this method of com- 
paring profit levels has some deficiencies and that an analysis should also be 
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made of profits in relation to invested capital. Such an examination raises theo- 
retical and practical accounting problems and while the necessary research has 
been started, the results are not available for this interim report. Your Com- 
mittee has retained the services of a firm specializing in management consulting 
and accounting which has undertaken to conduct a study in this field. 


The level of profits in the Canadian economy as a whole was discussed by 
several expert witnesses who testified before your Committee. Their opinion 
was that in the late stages of an expansionary period there tended to be a squeeze 
on profit margins. This resulted from rising costs and the inability of sellers in 
competitive markets to raise prices sufficiently to offset them. Although statis- 
tical evidence was not conclusive, it did appear that profit levels or ratios had not 
risen generally and that one would have to look elsewhere to explain the changes 
in the cost of living after a long uninterrupted period of prosperity. 


10. ADVERTISING 


Your Committee heard lengthy arguments concerning the economic conse- 
quences of advertising. It also accumulated a considerable amount of information 
relating to advertising expenditures and the way in which advertising costs are 
shared among different distributive levels in the food industry. There was 
evidence that the market power of the retail level of the food industry was 
sufficiently strong to shift some of the burden of advertising costs to food 
processors or manufacturers. In the time available to your Committee, it was not 
possible to ascertain all the facts necessary to reach any firm conclusion. How- 
ever, your Committee decided that more information was needed. 


11. CONCENTRATION AND Cost LEVELS IN THE Foop INDUSTRY 


The terms of reference of the Joint Committee on Consumer Credit (Prices) 
necessarily meant that primary attention was focussed on factors influencing 
recent changes in consumer prices. Your Committee was not, as a result able to 
devote more than passing attention to some of the longer run influences at work 
in wholesale and retail food distribution. 


Although the preliminary judgment of the Committee was that profits in 
the different levels of food processing and distribution had not increased sub- 
stantially or generally in the recent past this does not answer a very relevant 
question, namely, whether the cost levels in the industry were reasonably low in 
the light of Canadian conditions. 


Your Committee uncovered specific evidence of great concentration of mar- 
ket power. It came to public attention as a result of questions by your Committee 
and disclosed more particularly the so-called Weston Empire. 

This disclosure was an astonishing revelation and the enormity of the 
Weston complex surprised even the sophisticated. The far-reaching implications 
will take some time to assess. The Weston Empire reveals for the first time vast 
holdings and control over food and other related aspects of the economy which 
will need further investigation to reveal all the implications and to do this, more 
specific information will of course, be required. 


The detergent and soap industry, it appears from the evidence, is controlled 
by three giants which among them have between 85 and 90 per cent of the total 
business. 

The five great corporate food chains and the voluntary chains control more 
than 75 per cent of the grocery business in urban areas and their percentage is 
increasing. 

In one part of the food processing industry, one firm controls 100 per cent of 
the market in the Maritimes and Western Canada and at least 30 per cent of the 
market in Ontario and Quebec. 
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The domination of a few large corporations in some sectors of the Canadian 
economy is clearly evident and gives rise to the question, “Is this in the public 
interest?” Your Committee feels that the implications of this question must be 
fully examined. 

In view of this, your Committee recommends that a thorough assessment 
should be made of the organization of the food industry with the object of 
publicizing any monopolistic tendencies which may exist, of determining wheth- 
er the market power of any group or groups is sufficient to impair the workings 
of a competitive market and whether there are any undue barriers to entry. 


Recommendation: 


That the Joint Committee on Consumer Credit (Prices) continue with its 
investigation of concentration in the food industry. 


12. PRicE CONTROL 


The view is sometimes expressed that price control by government edict is 
the easy answer to price stability. All the witnesses who were questioned on this 
matter disagreed with the opinion and demonstrated clearly that this was an 
unworkable and unrealistic solution. Your Committee concurs in the conclusion 
that price control is a fallacious method of attempting to control any general 
increase in prices. It notes, furthermore, that the federal government does not 
have the constitutional power to enter this field. 


13. CO-OPERATIVES 


In order to meet its self-imposed deadline of an interim report in December, 
your Committee did not have an opportunity to call witnesses on co-operative 
organizations, but recognizing the importance of the movement intends to do so. 


All which is respectfully submitted. 


DAVID A. CROLL, 
Joint Chairman. 


RON BASFORD, 
Joint Chairman. 
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APPENDIX TO INTERIM REPORT 


List of Hearings and Witnesses 


2 September 28, 1966 


3 September 29, 1966 


4 October 4, 1966 


5 October 6, 1966 


6 October 11, 1966 


7 October 13, 1966 


8 October 17, 1966 


9 October 18, 1966 


25344—2 


Department of Finance: 

Mr. R. B. Bryce, Deputy Minister; 

Mr. A. S. Rubinoff, Director, Economic 
Analysis Division. 


Professor E. P. Neufeld, Department 
of Political Economy, University of 
Toronto. 


Department of Agriculture, Production & 
Marketing Branch: Mr. S. B. Williams, 
Assistant Deputy Minister; Mr. R. K. 
Bennett, Director, Livestock Division; 
Mr. A. D. Davey, Director, Poultry 
Division. 


Department of Agriculture, Production & 
Marketing Branch: Mr. R. K. Bennett, 
Director, Livestock Division; Mr. S. B. 
Williams, Assistant Deputy Minister; 

Mr. C. R. Phillips, Director-General. 


Mr. H. K. Leckie, General Manager, 
Meat Packers Council of Canada. 
Department of Agriculture, Production & 
Marketing Branch: Mr. D. B. Goodwillie, 
Director, Dairy Products Division; 

Mr. S. B. Williams, Assistant Deputy 
minister; Mr. E. A. Eardley, Director, 
Fruit & Vegetable Division. 


Mr. Louis Rasminsky, Governor, 
Bank of Canada. 

Dominion Bureau of Statistics: 

Mr. A. D. Holmes, Director, Prices 
Division; Mr. Grove A. Lane, Chief, 
Retail Prices Section. 


The Great Atlantic & Pacific Tea 
Company Ltd.: Mr. G. N. Provost, 
Chairman and President; Mr. F. C. 
Kennedy, Vice-President, Sales; Mr. 

H. W. Piper, Director, Meat Operations; 
Mr. George Perley-Robertson, Q.C., 
Counsel. 


Dominion Stores Limited: Mr. Ivor 

Crimp, Vice-President, Corporate 

Projects; Mr. R. F. Chisholm, Executive 
Vice-President; Mr. J. S. Feggans, 
Vice-President, Advertising and Public 
Relations; Mr. T. G. Bolton, Director 

of Strategic Planning; Mr. N. H. Shaw, Q.C., 
Vice-President and General Counsel. 
Steinberg’s Limited: Mr. Sam Steinberg, 
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No. 10 October 20, 1966 


No. 11 October 25, 1966 


No. 12 October 27, 1966 


No. 13 November 1, 1966 
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President; Mr. A. Steinberg, Vice- 
President and Treasurer; Mr. Jack Levine, 
Vice-President and General Manager, 
Quebec Division; Mr. Nathan Steinberg, 
Senior Vice-President; Mr. James H. 
Doyle. 


Loblaw Groceterias Co. Ltd.: 

Mr. R. G. Meech, Q.C., Vice-President 
and Secretary Treasury; Mr. Alex 
Agnew, Vice-President in charge of 
Meats; Mr. E. Davidson, Vice-President 
and General Manager of Services; 

Mr. George Huffman, Vice-President 
and General Manager: Mr. H. Shelly, 
Vice-President and General Manager of 
Warehousing; Mr. E. Rainey, Director 
of Produce Operations; Mr. George 
Astle, Merchandising Manager, 

Grocery Division; Mr. W. C. Miller, 
Dairy Department Manager; Mr. R. J. 
Kane, Management Consultant; Mr. A. 
Edwards, Director of Manufacturing 
and Bakery Departments. 

Canada Safeway Limited: Mr. W. J. 
Kraft, Chairman of the Board of Directors; 
Mr. R. G. Spelliscy, Area Comptroller; 
Mr. D. C. McGavin, Q.C., Director and 
Secretary; Mr. J. A. MacAulay, OCs 
Vice-President. 


M. Loeb Limited: Mr. Bertram Loeb, 
President; Mr. Curtis Kerns, Director 
of Perishables: Mr. Norman Lesh, 
Director of Advertising: Mr. Thomas 
Greig, Director of Finance; Mr. Jack 
Rabinovitch, Vice- President, Retail 
Operations; Mr. G. Fischer, Director 
of Meat Operations. 

Western Grocers Limited: Mr. E. S 


Cooper, President. 

Atlantic Wholesalers Limited: 

Mr. D. J. Hamm, President; Mr. R. A. 
Milton, VieesPresident. 

Couvrette et Provost Limitée: 

Mr. Aimé Boisvert, Vice- President, 
Development; Mr. Bernard Couvrette, 
President; Mr. René Provost, Executive 
Vice- President and General Manager: 
Mr. Gerard Carriére, Secretary and 
Vice-President; Mr. Gilles Brunet, 
Comptroller. 


H. J. Heinz Company of Canada Ltd.: 
Mr. John A. Connell, Executive Vice- 
President; Mr. R. G. Nelles, Vice- 
President, Finance; Mr. J. RB. Crerar, 


No. 14 November 3, 1966 


No. 15 November 7, 1966 


No. 16. November 8, 1966 


No. 17 November 10, 1966 


No. 18 November 15, 1966 


No. 19 November 17, 1966 
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Vice-President, Manufacturing; 

Mr. T. D. Smyth, Vice-President, 
Services. 

Gerber Products of Canada Ltd.: 

Mr. C. G. Smith, Vice-President and 
General Manager; Mr. A. S. Peacey, 
Secretary-Treasurer; Mr. R. T. Holman, 
General Sales Manager; Mr. J. J. 
Merrett, Manufacturing Manager; 

Mr. A. Theobalds, General Merchandising 
Manager. 


Canadian Canners Ltd.: Mr. Lawrence 
H. Johnston, President; Mr. W. G. 
Lister, Manager, Accounting Division; 
Mr. Reginald M. Mapp, Vice-President, 
Marketing. 


Burns Foods Limited: Mr. A. J. E. 
Child, President; Mr. R. W. Wiles, 
Plant Manager, Calgary. 


Swift Canadian Company Ltd.: 

Mr. P. L. Ayers, President; Mr. S. L. 
Medland, General Manager, Marketing 
Services Division; Mr. A. H. Beswick, 
General Processed Meats Manager; 

Mr. W. P. Christian, General Sales 
Manager; Mrs. Greta Elgis, Home Economist; 
Mr. R. E. Swan, General Beef, Lamb and 
Veal Manager. 

Canada Packers Limited: Mr. W. F. 
McLean, President. 


Kellogg Company of Canada, Isto: 

Mr. Gerry D. Robinson, President. 
General Foods Limited: Mr. James W. 
Andrews, President; Mr. Marcel Poirier, 
Sales Manager, Beverage Division; 

Mr. Robert S. Hurlbut, Vice-President, 
Marketing. 


Green Giant of Canada Limited: 

Mr. A. W. Anderson, President and 
General Manager; Mr. W. B. Eagen, 
Vice-President, Sales and Marketing; 
Mr. C. A. Farrow, Vice-President, 
Production; Mr. R. O. Thrane, Planning 
Assistant. 

Fullerton, Mackenzie & Associates 
Limited: Mr. D. H. Fullerton, President. 


Department of Agriculture: Dr. Co 
Barry, Deputy Minister; Mr. EE; 2: 
Grant, Chief of Processed Foods; 

Mr. S. B. Williams, Assistant Deputy 
Minister, Production and Marketing; 
Mr. D. B. Goodwillie, Director, 
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Dairy Products Branch; Dr. C. K. 
Hetherington, Director, Meat Inspection 
Division, Health of Animals Branch; 
Mr. E. Eardley, Director, Fruit and 
Vegetable Division; Mr. F. E. Payne, 
Chief, Poultry Products Branch. 
National Institute of Economic 
Research of Sweden: Professor 

Borje R. V. Kragh, Director. 


No. 20 November 22, 1966 Swift Canadian Company Ltd.: 
Mr. P. L. Ayers, President; Mr. L. V. 
Spalding, Secretary; Mr. W. P. Christian, 
General Sales Manager; Mr. A. H. 
Beswick, General Processed Meats Manager; 
Mr. R. E. Swan, General Beef, Lamb 
and Veal Manager. 
Dominion Bureau of Statistics: 
Mr. A. D. Holmes, Director, Prices 
Division; Mr. Grove A. Lane, Chief, 
Retail Prices Section. 


No. 21 November 24, 1966 Economic Council of Canada: 
Dr. John J. Deutsch, Chairman; 
Dr. John Dawson, Staff Economist. 


No. 22 November 29, 1966 Colgate-Palmolive Limited: 
Mr. Richard C. Beeson, President; 
Mr. W.S. Winter, Vice-President, 
Finance. 
Canadian Federation of Agriculture: 
Mr. David Kirk, Executive Secretary. 


No. 23 December 1, 1966 The Procter & Gamble Co. of Canada 
Limited: Mr. George Williams, 
President and General Manager; 

Mr. F. E. Pollock, Director of 
Research and Development; Mr. J. R. 
Baillie, Vice President, Manufacturing; 
Mr. A. D. Garrett, Director of 
Advertising. 

Lever Brothers Limited: Mr. John C. 
Leckwood, President; Mr. Ronald W. 
Bates, Vice-President, Marketing; 
Mr. Peter G. Townley, General Sales 
Manager; Mr. Athol P. McDiarmid, 
Financial Director. 


No. 24 December 6, 1966 Consumers’ Association of Canada: 
Dr. H. E. English, Executive Vice- 
President; Professor R. E. Olley, 
National Director; Mrs. W. M. Auld, 
National Director; Dr. David MacFarlane, 
Professor of Economics, McGill University. 
The Canadian Manufacturers’ Association: 
Mr. R. A. Engholm, Vice-President; 
Dr. M. W. Farrell, Chairman, Industrial 
Economists’ Forum; Mr. J. C. Whitelaw, 


No. 25 December 8, 1966 


No. 26 December 13, 1966 
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Executive Vice-President & General Manager; 
Mr. H. B. Style, Immediate 

Past President; Mr. C. A. Pollock, 
Chairman, Tariff Committee; Mr. 
Richard Lang, Manager of Tariff 
Department; Mr. H. J. Hemens, 
Chairman, Committee on Corporation 
Law; Mr. W. D. H. Frechette, General 
Secretary; Mr. Peter Bartha, Economic 
Research Director; Mr. Charles Perrault, 
Member, Executive Council. 


Canadian Labour Congress: 

Mr. W. Dodge, Executive Vice-President; 
Mr. R. Irvine, Director of Research; 

Mr. J. Fryer, Assistant Director of 
Research. 

Food and Drug Directorate of Department 
of National Health and Welfare: 

Dr. R. A. Chapman, Director-General; 
Mr. A. Hollett, Director, Bureau of 
Operations. 


Institute of Canadian Advertising: 
Mr. Bryan Vaughan, President; 

Mr. C. Warren Reynolds, Director; 
Mr. George G. Sinclair, Director; 

Mr. John M. Milne, First Vice-President; 
Mr. Wilfrid L. Charland, Director; 
Mr. John N. Milne, Director; Mr. 
Geoffrey W. Smith, Staff Executive. 
Grocery Products Manufacturers of 
Canada: Mr. Philip Moyes, President; 
Mr. S. Roxan, Statistician. 
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